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Highlights of Ministerial Statements 

 
 

STRENGTHENING THE FOUNDATIONS FOR GROWTH AND PRIVATE 
SECTOR DEVELOPMENT: INVESTMENT CLIMATE AND 

INFRASTRUCTURE DEVELOPMENT 
 
The approach of the 60th anniversary of the Bretton Woods institutions and the 5th year 
since the establishment of the Millennium Development Goals provides an opportunity to 
take a fresh look at the enduring problems of development. Since the establishment of 
these institutions, the development paradigm has changed considerably, with poverty 
reduction at the center of the global development agenda and comprehensive approaches 
broadly shared by governments and multilateral institutions. Ministers generally welcome 
the reports prepared by the Bank Group and the IMF, which document both significant 
progress and huge challenges remaining before the promise embodied in the Monterrey 
Consensus and the MDGs can be fulfilled.  
 
The Growth Agenda:  Investment Climate  
 
Many ministers recognize that achievement of the MDGs are impossible without 
significantly increasing economic growth in developing countries, and welcome the high 
priority placed on improving the investment climate and private sector development, 
which are essential to achieving economic growth, comprehensive development, and 
poverty reduction.  
 
Many ministers commend the Bank for its work on improving its diagnostic tools to 
better assess the factors constituting the investment climate.  They stress that improving 
the investment climate must be clear priority for developing countries, since the costs 
associated with inadequate regulatory frameworks, insufficient infrastructure, corruption, 
and the lack of security in contract enforcement hamper productivity and growth.  They 
underline the importance of job creation as a means for the poor to break out of poverty. 
 
Many ministers emphasize that any comprehensive strategy to strengthen growth should 
also address equity, an important element of the growth agenda that can itself contribute 
to higher growth rates. Improving the policy and regulatory environment, strengthening 
governance and the rule of law, opening up the trading environment, and developing the 
financial sector are indispensable in improving the investment climate. 
 
Many ministers stress the Bank’s wealth of expertise in helping countries address barriers 
to domestic and foreign investment.  They urge continued attent ion to the lessons of 
country experience on how to deal with the complex issues involved.  They applaud the 
Bank Group’s continued support to clients in implementing their investment climate 
reform agendas as a way to enhance private sector development.  They welcome the 
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Grassroots Business Initiative, the “Doing Business” project as unique source of 
objective information on the investment climate, and practical work on public-private 
partnerships to provide accessible, efficient infrastructure services.  They urge the Bank 
Group to continue to support analytic work on the sources growth in developing countries 
and on the linkages between policies and poverty-related outcomes.  A number of 
ministers stress the importance of social and environmental safeguards as an integral part 
of the Bank’s support to private sector development.  
 
Trade Liberalization 
 
Many ministers stress the great potential for substantially increasing growth in 
developing countries if progress is made in liberalizing trade in goods and services.  The 
most important prerequisite is improved market access for developing countries and the 
creation of a fair world trade regime.  They stress their firm commitment to the successful 
outcome of the Doha Round, a crucial element of the investment climate with much 
potential to promote growth and poverty reduction.  They encourage the Bank and the 
Fund to continue their support for mainstreaming trade-related issues through the PRSP 
process and in their operations.   
 
Infrastructure Development: Update on Implementing the World Bank’s 
Infrastructure Action Plan 
 
Many ministers emphasize the crucial importance of infrastructure development to the 
achievement of the MDGs, particularly the targets in health, water, sanitation, education, 
and gender.  They note that infrastructure facilities provide the physical means for the 
poor to participate in development, including entering into markets and obtaining relevant 
information.  Developing countries’ infrastructure needs are huge.  They call attention to 
the huge shortfall in infrastructure funding in developing countries, and urge the Bank 
Group to make infrastructure a high priority in the current IDA-14 replenishment 
negotiations.  They commend the Bank Group’s progress in implementing the 
Infrastructure Action Plan (IAP) and look forward to its resulting in more and better 
infrastructure investments where they are most needed.  They are pleased to note that the 
Bank Group has scaled up its contribution to the funding gap in infrastructure financing 
and begun to rebuild its lending portfolio and infrastructure knowledge base while 
adopting a more realistic approach to the respective roles of the public and private sectors 
in infrastructure financing.  A number of ministers particularly welcome the Bank’s 
engagement with NEPAD in a regional approach to infrastructure investment in Africa.  
 
The links between in infrastructure investment, growth, and poverty reduction need to be 
further explored.  Further study is also needed on how to recover the cost of infrastructure 
projects, including the use of subsidies to promote private sector participation without 
risking fiscal sustainability.  Many ministers call for deeper analysis of these issues and 
discussions with policy makers, operators, and users on the delivery and financing of 
infrastructure services.  They urge the Bank Group to explore further the possibilities of 
maximizing its impact through guarantees, sub-sovereign financing, the use of local 
currencies, and public-private partnerships.  
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Governance 
 
Good governance, respect for the rule of law, and anti-corruption measures are crucial for 
sustaining growth and investment.  They welcome the Bank’s efforts to fight corruption 
and urge it to further strengthen its effort in this area.  
 
Fiscal Space 
 
Finding fiscal space for productive investments in social and physical infrastructure 
remains a challenge for most low-income countries.  Many ministers welcome the Bank’s 
and the Fund’s plans to further explore the issue of fiscal space for infrastructure projects 
in order to treat these expenditures within developing countries’ budgets.  They urge the 
Bank and the fund to accelerate the technical work in this area in the context of medium-
term development objectives. 
 
 
AID EFFECTIVENESS AND FINANCING MODALITIES 
 
Many ministers note the emergence of a stronger aid framework, manifested by better 
policy environments in many developing and transition countries, stronger 
macroeconomic policies, more focus on poverty reduction based on country-driven 
strategies, a closer link between aid and good performance, and stronger alignment with 
country policies and programs.  Still, performance on aid delivery has been 
disappointing.  Even developing countries with good policies will not have adequate 
resource to undertake infrastructure investment and social spending necessary to achieve 
growth and poverty reduction.  They note that improving aid effectiveness can make a 
significant contribution to increasing the resources available for development and poverty 
reduction, citing better donor coordination and harmonization, greater use of country 
systems, alignment of aid to poverty reduction strategies, increasing the policy and 
regulatory environment, increasing absorptive capacity, strengthening good governance 
and public institutions, and better monitoring, measuring, and managing for results as 
some of the ways that aid effectiveness can be improved.  
 
Increasing ODA 
 
Many ministers believe that the volume of ODA has to be increased dramatically and 
made more predictable and flexible if developing countries are to achieve the MDGs.  
They note that while some donor countries have reached the 0.7 percent of GNI target 
and some others have committed to a timetable for doing so, aggregate ODA is still only 
0.23 % of GNI, lower than in early 1990s and far less than what is needed by developing 
countries to carry out structural adjustment and promote social development.  They urge 
the international community to marshal the political will to scale up aid flows in line with 
the Monterrey Consensus; they also caution, however, that this scaling up should not 
substitute for the more important goal that sustained economic growth and sound 
economic policies will bring about a steady stream of additional resources.  They call on 
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developing countries to put in place the appropriate policy frameworks that will enable 
them to use these and other resources effectively.  
 
Absorptive Capacity 
 
Many ministers welcome the analysis of absorptive capacity issues, which identifies 
enhanced absorptive capacity as a key condition for reaching the MDGs.  While many 
developing and transition countries have significantly improved their absorptive capacity 
and are well placed to make effective use of substantially increased donor contributions, 
others encounter significant constraints to absorbing additional aid.  Enhancing 
absorptive capacity depends on a closer integration of donor contributions into low-
income countries’ own development programs. Careful attention should be paid to 
capacity building in project design and public sector management.  They ask the Bank 
Group and the IMF to support this effort.  At the same time, they stress that the need to 
strengthen absorptive capacity should not be used as an excuse for holding up aid 
mobilization. 
 
Harmonization Agenda  
 
Many ministers noted that improved donor collaboration and harmonization as a 
prerequisite for improved aid effectiveness. They urge development partners to expedite 
the process of harmonization, clearly delineating their respective mandates and 
comparative advantages, further aligning donor assistance with national strategies and 
country systems, and simplifying procedures and policies. They call on the Bank to 
increase its role in promoting harmonization efforts at the country level.  
 
Financing Modalities 
 
Many ministers note that mobilizing larger and more predictable increases in resources to 
support development programs remains a pressing challenge. They welcome the Bank’s 
thorough analysis of innovative financing modalities that may help mobilize additional 
resources to achieve the MDG and support the need to explore them further, although 
they caution that many of these proposals have not succeeded in generating political 
consensus.  Some ministers add that pursuing alternative modalities should not divert 
attention from previous commitments.  
 
International Financing Facility 
 
A number of Ministers welcome the International Financing Facility (IFF), with its 
mechanism designed to frontload and increase the predictability of aid flows, as a 
technically feasible option enabling the frontloading of aid disbursements to help reach 
the MDGs. They urge further work on the steps ahead to implement it, particularly fiscal 
transparency, governance, legal restrictions, and disbursement mechanisms. Other 
Ministers, however, caution that their governments’ legal and budgetary systems do not 
allow them to make multi-year political commitments and that this facility could lead to a 
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financing gap in “normal” ODA following 2015. Instead, they call for more focused 
efforts to reach agreement on replenishment negotiations as scheduled.  
 
Global Taxation Mechanisms 
 
Many ministers appreciate the analysis of the various global tax mechanisms to mobilize 
additional external financing, which they say could put the financing of poverty reduction 
and the provision of global public goods on a sound and more stable basis.  Some 
ministers see global taxes as a solution to the risk of an emerging ODA gap after 2015.  
Others caution, however, although some of the proposed mechanisms have attractive 
features, they would take time to implement, and are plagued with technical complexities, 
lack accountability mechanisms, and do not currently enjoy sufficient political support to 
move forward on them. 
 
Remittances 
 
Many ministers note that remittances of foreign workers to their home countries are as 
large as ODA flows despite the significant restrictions to the movement of labor across 
national borders. They call for additional measures to facilitate remittance flows to help 
families and small businesses and maximize poverty-reduction impact, including 
lowering the cost of remittance services through competition and designing and funding 
projects aimed at increasing access and minimizing barriers to competitive remittance 
services.  
 
Reducing Agricultural Subsidies 
 
Some ministers call for reducing spending on agricultural subsidies in developed 
countries as an alternative to new financing and global tax mechanisms. The expected 
reduction in cash payments to agriculture from the treasuries of OECD countries, implied 
in the Doha Round, could be channeled to aid developing countries. Competition in 
international agricultural markets would be favored, allowing poor farmers to obtain a 
fair price for their harvests, creating employment, and enabling a better allocation of 
global resources.  
 
 
IDA 14 Replenishment 
 
Ministers see the IDA 14 replenishment as an important opportunity and a useful and 
pragmatic way to channel increased resources to developing countries. IDA is a crucial 
instrument, which serves as the cornerstone of the development process, when its 
technical capacity and policy underpinning of its programs are harnessed to build a 
country-owned, performance-based, and demand-driven approach.  Since the IDA 14 
replenishment will be critical to financing the MDGs, they urge all participating countries 
to support a replenishment level that allows IDA to maintain its share of the ODA 
required for reaching the MDGs.   They note that debt sustainability analysis is a 
promising criterion for identifying appropriate IDA grant envelopes.  Some ministers call 
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on the Bank to renew the commitment made three years ago by IDA to direct half of IDA 
resources to support African development.  
 
Use of Country Systems 
 
Several ministers call for greater reliance on country systems and implementation 
capacity, setting up fewer parallel structures and systems for project implementation as a 
means to reduce the cost of doing business and enhance capacity building, increase 
transparency, an promote country ownership of the development assistance process.  
 
The Challenge of Africa 
 
While recognizing the progress made by IDA and IFC in improving the effectiveness of 
their assistance programs to the private sector in Sub-Saharan Africa, many ministers 
stress that more needs to be done for the two institutions to make a significant 
contribution to Africa’s growth and development.  They call on IDA and IFC to 
implement their joint initiative for promoting micro, small, and medium-sized enterprises 
and on MIGA to formulate an engagement strategy for the region. 
 
 
STATUS OF IMPLEMENTATION OF THE HIPC INITIATIVE AND FURTHER 
CONSIDERATIONS OF AN OPERATIONAL FRAMEWORK FOR DEBT 
SUSTAINABILITY IN LOW-INCOME COUNTRIES 
 
A number of ministers note that for most countries, HIPC debt relief has not been 
sufficient to solve the problems of excessive debt burdens sustainably, and further debt 
relief will be required.  Many ministers welcome the progress in the development of the 
proposed Bank-Fund Debt Sustainability Framework for Low-Income Countries, which 
would ensure that the financing needs of low-income countries are met on terms that will 
not impose unsustainable debt burdens. They emphasize the importance of close Bank-
Fund coordination in implementing the  framework and harmonizing their procedures on 
the preparation of debt sustainability analyses.  
 
Some ministers suggest that the international community should consider more options to 
break the “lend-and-forgive” cycle, including significantly increasing grants and debt 
relief. Employing grants and debt relief together would give the poorest countries the 
chance to reach the MDGs without adding to their debt burdens.  They suggest using the 
IDA 14 replenishment negotiations as an opportunity to discuss the merits of these 
objectives. 
 
HIPC Initiative 
 
Many ministers support the extension of the sunset clause, which will give 11 countries 
most affected by conflict until 2006 to initiate the HIPC process, although some of them 
caution against the possibility of moral hazard and urge the international community to 
adhere to the December 31, 200 deadline for including new members into the initiative.  
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They urge all creditors to participate in HIPC relief efforts and all donors to increase 
substantially their contribution to the HIPC Trust fund to secure the additionality of the 
HIPC Initiative. They call for careful attention to prudent and sustainable management of 
borrowing on the part of developing countries and of lending by development partners. 
Some Ministers call for more attention to be given to non-HIPC low-income countries 
whose debt stress levels continue to undermine their effort toward achieving the MDGs.  
 
VOICE AND PARTICIPATION OF DEVELOPING AND TRANSITION 
COUNTRIES 
 
Many ministers welcome the progress report on the voice agenda and stress the 
importance of continuing efforts to enhance the voice and participation of developing 
countries. They note the important progress made on practical reforms, such as 
improvements in the capacity of developing country constituency offices; the 
establishment of the Analytical Trust fund; decentralization, which has resulted in 
improved policy dialogue on PRSP processes; and PRSPs themselves, which provide an 
important instrument for enhancing the voice of developing countries.  They call for 
further progress, including the amount of say that developing countries have in 
determining development strategies, programs, and projects; whether decentralization 
leads to better understanding of country positions and views; enhancements that might be 
expected from improving capacity of countries to articulate and promote their positions; 
and structural issues, especially voting power in the two institutions.  
 
Structural Issues 
 
Several ministers support an increase in basic votes to enhance the voting power of 
developing countries.  They regret that more progress was not made in the past year and 
stress the need for continued discussions in the Boards of the Bank and the Fund.  Some 
other Ministers, however, believe that enhancing voice and participation should not be 
limited to issues of voting structure and capital stock, but rather should extend to 
enhancing country ownership of development strategies and granting developing 
countries greater say in the preparation and implementation of country assistance 
strategies.  
 
Some ministers believe that the increased weight of developing countries in the world 
economy should be properly reflected through the IMF quota and the Bank’s share 
allocation, while others believe that the Bank should discuss these issues in parallel with 
the quota review of the IMF. Some ministers stress the need to consider how the Bank’s 
governance structure should evolve with the world economy, while others maintain that 
the priority should be on finding mechanisms to establish developing countries’ true 
development priorities. 
 


