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The past year has been marked by an accelerating pace of change: change in the business 
environment, change in the agenda of the Bretton Woods institutions, and change in their leadership. For 
the International Monetary Fund, change has also extended to its governance structure.  
 
As regards the Bretton Woods institutions’ environment, change is not a policy variable. The rise in 
commodity prices, global warming and the increasingly global turmoil in financial markets are 
consequences of fundamental economic developments that may not be undone. However, they can and 
must be managed. Depending on the manner with which these developments are addressed, sustainable 
poverty alleviation can be accelerated or impeded. 
 
The rapid pace of change will test the resolve of the Bretton Woods institutions. The global public 
goods nature of the new challenges arguably makes them more relevant now than ever before. Their core 
missions and principles have not changed, but the manner in which they will be put in practice will need 
to reflect the changing business environment.  
 
The Bank has begun by adapting its mission statement “a world free of poverty,” and affirming the 
importance of “inclusive and sustainable development.” Its new leadership has identified six themes 
within which to develop policy responses and financing instruments tailored to the clients’ needs: the 
poorest countries, fragile states, global public goods, the Arab world, middle-income countries, and 
knowledge and learning. This is a sensible analytical approach to which we offer our strong support. We 
look forward to entering into a constructive dialogue with Management on the setting up of a sensible 
strategic framework which will include all these elements. 
 
The fifteenth replenishment of the International Development Association was the first test of the 
Bank’s resolve to implement its new agenda, and it was a genuine success, both in terms of resource 
mobilization and participation. Eight countries from our constituency contributed. We salute Robert 
Zoellick’s leadership in that exercise, and look forward to supporting him in his efforts to allocate 
financial resources and professional talent to meet client needs. 
 
Striving for the Millennium Development Goals 
 
The MDGs have served, and will continue to serve, the poverty alleviation agenda well. The 
frustration that we all feel when contemplating the important shortfalls illustrated by some of the MDG 
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indicators should not overshadow their important achievements and remaining promise. They have 
focused the minds of development policy leaders in a coordinated fashion. They offer valuable means of 
tracking progress. They also cover a wide set of policy areas in a comprehensive and balanced manner, 
reflecting all facets of poverty: income, human development, vulnerability, equality of opportunity, and 
disenfranchisement. 
 
The “lagging MDGs” point to challenges that we may have underestimated, and the need for an 
urgent shift of focus toward certain issues. We agree with Robert Zoellick that efforts to combat hunger 
and malnutrition are likely to have a multiplier effect on other MDGs, as child development will impact 
learning, health, etc. Given soaring commodity prices, addressing these issues becomes even more urgent. 
Moving away from traditional donor programs of food aid in the direction of a more integrated 
multisectoral approach that recognizes linkages with other MDGs and exploits synergies is an idea that 
we have long advocated. While food security is important, family income and the education of women are 
also likely to leverage the other MDGs. We believe in the saying that “when you provide education to a 
man, you educate one man; when you provide education to a woman, you educate a whole family.” In 
some cases, addressing these MDGs will require direct policy interventions that will need to be ratcheted 
up, as in sanitation. Others point to more fundamental issues that are not explicitly illustrated by the 
MDGs. The slower progress of Africa is indicative of deep-seated problems with the capabilities of the 
state. Similarly, international and rural-urban migration may also require attention to improve the 
effectiveness of development policy interventions in support of specific MDGs. 
 
Adapting Growth Strategies to a Volatile Environment 
 
The precept that “growth is the engine of poverty reduction” remains central to poverty alleviation 
efforts—and will yield sustainable progress if accompanied by attention to equity and equality of 
opportunity. The rise in commodity prices has been a boon to some of the poorest countries, including 
many in Africa. It has also become a new obstacle to the countries that are not producing commodities. 
For these, commodity prices should be an incentive to develop economic sectors that could benefit 
sustainably from the higher value added. In the meantime, targeted assistance should be made available to 
help the transition. To the fortunate countries, the challenge will be to emphasize equity in sharing the 
newfound wealth, controlling it, and promoting equality of opportunity in the booming sector as much as 
in others. Some of the income redistribution will occur through market mechanisms, as booming sectors 
generate spillover effects. But new efforts, requiring stronger institutions and more determined leadership 
will be required in managing new macroeconomic realities, controlling corruption, mitigating its effects 
on the environment (if not directly on public health), and allocating resource windfalls as productively as 
possible.  
 
A useful analytical approach to promoting growth lies in distinguishing between important and 
urgent issues. While all urgent issues are important, not all important issues are urgent. As in the past 
three years, and in line with our strong emphasis on governance, we see the need to improve fiduciary 
systems as the first step in implementing any policy agenda. Without this sequencing, the implementation 
of master plans for sector development, “cluster” strategies and the very necessary further investments in 
human capital will achieve much frustration and little sustainable progress. We will even venture to 
advocate a two step approach to this sequencing, first improve the mobilization of resources and the 
transparency of public finance management, and second promote the control of these resources with a 
view to their optimal use. 
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Engaging Fragile and Conflict-Affected States 
 
Nowhere is the need for a sequenced approach truer than in fragile states. The needs in these 
countries are overwhelming, and the mismatch between their cost and the available resources is inevitably 
daunting. We therefore reiterate forcefully the view that we have presented consistently in the past years, 
namely that reestablishing the functionality of the state is the most urgent priority, and that resilient 
fiduciary systems are the backbone of effective development policies. To the extent that institutions have 
collapsed, we encourage the Bank to promote local leadership as temporary substitute for, and means 
toward, a functional state. 
 
The four practical objectives outlined by President Zoellick to improve support to fragile states are 
sensible. Given the fairly unpredictable nature of crises, we agree that prospective clients would gain 
from stronger partnerships between development institutions, including the Bank, and the continued 
development of a research agenda to focus on related issues. The Bank would also have a greater impact 
if its policies, organization and financing reflected more flexibility to respond to emergencies. Finally, we 
believe that showcasing sustainable progress in such difficult situations would help generate momentum.  
 
Finalizing the Bank Group’s climate change strategy and mainstreaming Climate Change in the 
Policy Dialogue 
 
We acknowledge the important role the World Bank Group can play in addressing climate change 
issues, especially in the climate change financial architecture. We encourage Management to finalize 
the Bank Group's full climate change strategy by the Annual Meetings. We particularly stress the 
importance of developing a more coherent picture on coordination and collaboration among key players 
in order to help building a coherent international financial architecture and avoiding excessive 
proliferation of these instruments. 
 
The Bank’s role in coordinating the climate change agenda is directly dependent on its clients’ 
ability to implement it—and many of the clients that are most relevant to this agenda are fragile states. 
As for any other development policy, the Bank’s specific contribution to the implementation of the 
agenda will be most valuable if it strengthens the ability of its clients to implement the coordinated 
policies it advocates. This is especially true of the great challenge that is natural resources management, 
including the urgent topic that is forestry. Fiduciary issues are as relevant to the tracking and control of 
natural resources as they are to financial resources. We urge the Bank to adopt a fiduciary perspective as 
an entry point to its dialogue on extractive industries—as recognized by the Extractive Industries 
Transparency Initiative (EITI). We also invite the Bank to provide advice on extractive industries 
(including agriculture and forestry) that emphasizes adaptation to climate change over containment.  
 
Adjusting Processes and Improving the Skills Mix  
 
We are pleased that the Bank has taken important steps to improve its capabilities in providing 
sound and timely advice, especially on good governance. It has adopted the Governance and Anti-
Corruption Strategy, which has a three-pronged focus on advisory services, corporate governance, and 
project management. The Bank has logically reinforced its professional cadre of financial management 
and procurement specialists; it is also mainstreaming a “governance filter” in many of its country 
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assistance strategies. Last but not least, we have high expectations of the Human Resources department in 
its stated objective to secure the right skill mix, and make faster progress toward decentralization of its 
internationally recruited staff closer to the client countries most in need of their advice – especially fragile 
states. 
 
Adjusting its Choice of Financing Instruments to Individual Country Needs 
 
The Bank has continued to emphasize programmatic budget support in circumstances where this 
approach may not be as conducive as others to entrenching fundamental reforms. In some cases, 
programmatic budget support may even work against the Bank’s stated objectives. It is telling that in the 
last review of conditionalities for Development Policy Lending, the International Monetary Fund 
provided only one emphatic comment, urging the Bank not to shy away from advising on structural 
reforms, including the ones that cannot be implemented incrementally. Client countries that sent 
observers to the IDA15 replenishment negotiations echoed the International Monetary Fund’s message 
not to walk away from the more difficult and contentious policy areas, and urged the Bank to provide 
advice and channel its finite financial resources more directly to structural reforms, especially the ones 
that underpin the functionality of the state. Those reforms must be country driven and embedded in the 
policy dialogue with the Bank taking into account poverty and social impacts of their implementation. We 
urge the Bank to heed these calls and, in particular, to develop a scheme that could apply to fragile states, 
where the Bank should remain engaged in a dialogue on often sensitive policy issues. There are a number 
of roads toward socio-economic development, but they all require a functional vehicle to get there.  
 


