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Introduction

We find ourselves in Washington this time with many extra visitors to the meetings of
IMFC and DC. The criticism we hear may sometimes be off the mark, misguided or
disagreeable, but it does show that many more people besides those who gather in
these Bretton Woods meeting rooms are taking poverty reduction and economic
development seriously.

At least in one fundamental way I disagree with the people who now march the streets
of Washington. It is not the World Bank and IMF that are responsible for policies in the
developing world. It is primarily the shareholders of IMF and World Bank who are
responsible, whether we are on the assistance receiving or assistance rendering side.
Bank and Fund should be "listening" institutions. There have been times when this
"listening" role has proved to be elusive to these proud Bretton Woods sisters. But the
Bretton Woods Institutions deserve our full support in the face of unfounded criticism.
They are our main instruments for promoting global economic well-being. We are
committed to continue working with them. Furthermore, we turned an important corner
during the last Annual Meetings. We firmly re-established that when it comes to the
over-arching objective before us in developing countries, poverty reduction and
eradication, the countries concerned are themselves in charge, "in the driver's seat".
The introduction of the PRSP as a document that is owned by countries themselves is
proof of that.

The change is rolling forward. The World Bank has made available to us the "Voices of
the Poor" project, a landmark in information about the essence of the poverty problem.
The WDR 2000/2001 is shaping up as a document that should vastly improve our
understanding of, and ability to fight poverty: implementing this agenda is key. Gender
should always feature in any poverty approach in view of increasing evidence that
empowerment of women is good for women, men, children and the economy. HIPC
debt relief for instance, though not free of problems, has solid political backing. We
should work towards taking away political and financial barriers to implementation.

HIV/AIDS

The HIV/AIDS pandemic is having a disastrous impact in developing countries and
countries with economies in transition. Many of the gains in achieving our development
objectives have now been wiped out. Despite the many efforts to stop the HIV/AIDS
crisis much more still needs to be done. An adequate and successful response is
unfortunately hindered by many obstacles.

In some affected countries  an effective and coordinated approach to the HIV/AIDS
crisis is prevented by a poignant and shocking lack of both political commitment and
recognition of the problem. How can we expect people to change their behaviour if
officials deny the problem? This is absolutely unacceptable.
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It is clear by now that there is a reciprocal relationship between poverty and HIV/AIDS.
HIV/AIDS is not a specific health sector problem but a development problem. HIV/AIDS
affects every corner of society. Teachers, students, labourers are dying, the number of
orphans is on the increase and life expectancy is dropping dramatically in some
countries. Empowerment of women and the education of girls is key for prevention.

How can the World Bank, as a cosponsor of UNAIDS, contribute to a more effective
effort against HIV/AIDS? First of all by improving internal coordination on this subject:
we sometimes have the impression that not all activities within the context of HIV/AIDS
are geared to one another within the World Bank. Furthermore, the role of the World
Bank vis-a-vis other actors should be more clear. What is the division of labour and
what are the specific responsibilities of the World Bank? Coherence and coordination
within a comprehensive framework will be key to a successful approach of the HIV/AIDS
crisis.

We would like to see the following steps by the World Bank:
1) A multi sectoral approach. HIV/AIDS should when necessary become an integral
part of poverty reduction, and more specifically of PRSP's;
2) Provide assistance in the field of capacity building with the means available to the
World Bank;
3) Advise governments on how to mainstream HIV/AIDS policies in all departments;
4) Make sufficient resources available from the administrative budget for the fight
against HIV/AIDS so as to comply with responsibilities assumed in the context of
UNAIDS;
5) Continue to support and elaborate the cosponsoring of UNAIDS. HIV/AIDS activities
of the World Bank should be tailored to the work of UNAIDS. The World Bank should
participate more actively and extensively within relevant theme groups, established by
UNAIDS.

Initiatives, like the IPAA (International Partnership Against HIV/AIDS in Africa) and the
IAVI (International Aids Vaccine Initiative) look promising. Finding a vaccine will be the
best solution for this problem, although, in the short term, resources are needed to
manage the crisis at the country level. What we are looking for in this, is an international
partnership which starts to make a difference on the ground. We do not need endless
discussions, fora and meetings in capitals on HIV/AIDS. We have to act and make a
difference. Last years the ICPD+5 review clearly demonstrated the need for a
comprehensive approach. Targets were set.

Trade, Development and Poverty Reduction

I welcome the Bank Fund paper on trade policy as well as the report on small states
which covers some of the same issues. The Bank Fund papers are an improvement
over the papers  received by the D.C. last fall and come at a time when the multilateral
trading system appears to be adrift in the aftermath of the failure to come up with
agreement in Seattle on a Development Round.
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There are a number of points the paper makes which I like:

1. It presents a balanced view of actions needed by both developed and developing
countries;

2. It begins to lay the ground for much needed differentiation in the challenges,
prospects, and solutions appropriate for different developing countries. The
papers distinguish between "rapid" and "slow" integrators, greater or smaller "
restrictiveness", and greater and less "vulnerability" . All this points to the need to
differentiate and take into account the specific problems of each individual
country. Howecer, the analysis is not yet carried far enough: I wonder for
example how many of the "slow integrators" in the Bank index are developing
countries with restrictive trade regimes; and which "vulnerable" states are well
integrated in the international trading system;

3. The paper also places trade policy in the proper context: poverty reduction on a
sustainable basis; for poor countries this means the development of integrated
approaches in the context of the P.R.S.P.'s.
The paper thus lays the foundation for proper integration of trade policy in the
wider development agenda.

Unfortunately the paper misses an opportunity to move forward the trade agenda for
developing countries. Ministers should have been asked to consider concrete proposals
for example for granting across the Board quota free and bound duty free access for all
products originating in L.D.C.'s and that such access be extended to H.I.P.C.'s. Instead
we are now invited to comment on innocuous generalities, devoid of specifics. The
paper also fails to discuss effectively programs the Bank is actually implementing in
transition economies. E.g. There is no mention of the regional transport and trade
facilitation program the Bank has just started in six Balkan countries in the context of the
Stability Pact.

Instead, we are offered the old estimates we saw already last summer that claim that
over a quarter of the Bank's lending in the last five years is trade-related. However,
these operations include all Bank lending for private sector development, which is only
indirectly linked to trade capacity. I acknowledge the Bank has done some good trade
related work in a few countries, including Uganda, but trade has not been
"mainstreamed" in the C.A.S.'s as promised last summer.

I urge the Bank to play a leading role for the international community in trade-related
issues, as the WTO does not have a development mandate nor the resources to do so:

1. the Bank needs to provide definitive intellectual leadership in analyzing the
complex link between openness for trade and poverty. The research
program has not done that to date. The WDR on poverty will do some of
this. However more long term systematic policy analysis and research is
needed. This analysis should include how trade can foster pro-poor
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growth and how to minimize any negative impact of trade liberalization on
the poor;

2. the Bank needs to strengthen its support for trade-related capacity
building, starting with invigorating the Integrated Framework. This goes
beyond technical assistance; the Bank needs to address trade related
infrastructure, human and physical, as well as assistance to help poor
developing countries to develop the costly institutions that would permit
them to meet the new obligations they have assumed in the WTO. In this
context it is a major omission that the trade paper is silent on the
difficulties many developing countries are facing in implementing WTO
provisions within the time periods provided in the Uruguay Round
Agreement and their need for extension in the transition period. The report
on the small states does highlight this need for extension. I believe this
issue needs to be addressed not only for small states but also for all
lower-income developing countries;

3. the Bank as the pre-eminent development institution needs to provide
leadership on issues of coherence of international policies including trade.
Much more is needed to develop a coherent international architecture for
development:
a. in the area of the environment, the Bank needs to be active in

analyzing the developmental implications of various initiatives, E.g.
eco labelling as well as the links between trade-related aspects of
environmental conventions and the WTO;

b. in the field of health the Bank needs to continue to work with the
WHO in exploring the need to increase the availability of affordable
drugs to deal with epidemics in the poor developing countries and
how TRIPS impacts on this objective;

c. the Bank needs to challenge the practice of tied aid as it is both
corruption prone and incoherent; the SG of the OECD stated in
Seattle "untying aid, by restoring choice to the impoverished
recipient countries, at one swoop, increase the value of aid, remove
a distortion to world commerce and enhance the dignity of the aid
process that has been sullied by the mercantilist attitudes of some
in the developed world".

Finally, turning to the issues for discussion, I wonder, how anybody can be against the
needs to press ahead for "appropriately sequenced trade policy reforms" or the need for
unspecified "action to help integrate countries in the world economy".

The President of the World Bank and the Managing Director of the IMF, acting on their
mandate to promote coherence, have put certain propositions before the international
community at Seattle and at UNCTAD X, Bangkok, namely that:
a. credit should be given in WTO multilateral negotiations for autonomous trade

liberalization by developing countries - a proposal made by the Bank to this
Committee 15 years ago;

b. bound duty free and quota free market access for LDC's;
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c. similar access for the HIPC-countries;
d. reducing agricultural protection and export subsidies by developed countries

which the paper (para. 13) says in one of the greatest understatements "have not
helped poor developing countries to become increasingly integrated in world
trade during the last 20 years".

I support these proposals. If only these had been put up for discussion we could have
advanced the international trade and development agenda.

Report of the Task Force on Small States

The added value of the report of the Task Force on Small States is the identification of
shared problems of small states and their possible solutions. The main problem is the
economic vulnerability of small states. New and existing initiatives to limit this
vulnerability deserve our full attention.

Nevertheless, a standard solution does not do justice to the individual problems and
uniqueness of small states nor does it recognise that the problems faced by 'small'
states are also relevant - sometimes even more so - to other countries. Therefore we
prefer the current tailor made approach which applies to all borrowing members to the
creation of a separate country category for small states.

We furthermore note with some regret that according to the report of the Task Force the
small states in my constituency are either slightly too rich or slightly too populous to be
counted as small, and therefore deserving of special attention. It raises the question of
how criteria for small states were arrived at.

Progress Report on Implementation of Poverty Reduction Strategy Papers

We strongly support the ongoing poverty reduction strategy process. This is an area of
such significance that it plays a central role in the discussion of the Utstein Ministers
(Norway, Germany, the UK and the Netherlands) and together that group wants to raise
attention for the following issues and observations. First of all, the Utstein ministers are
encouraged by the progress to date on the ground, especially in expanding participation
in national policy making and consensus building. The PRSP process is particularly
important in promoting openess and transparency, enhancing ownership and building
public support for the campaign against poverty.

All four Utstein ministers want to see good Poverty Reduction Strategies Papers as the
basis for pro-poor growth, and at the same time avoid delay in providing the HIPC relief
to countries with good track records. Full Poverty Reduction Strategies must effectively
address poverty in the country, and this should not be sacrificed by an over-hasty
process in order to achieve an early HIPC Completion Point. Interim relief will of course
be essential in the meantime. A good PRS has to be based on a country-specific
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analysis of the processes leading to and perpetuating poverty and analysis of how
particular policies and spending will impact on poverty.

The Utstein ministers feel that donors, multilateral or bilateral, should make the Poverty
Reduction Strategies the basis for their aid. I am reforming the Netherlands bilateral
programme accordingly. In that spirit we seek further commitments from donors to
achieve harmonisation of bilateral aid practices, in design, procurement, monitoring,
audit, analytic work etc, so as to reduce pressure on national authorities. Donors should
shift their focus from projects to program assistance, when and if governments have
sound Poverty Reduction Strategies in place. At the same time, we encourage World
Bank and IMF to review their roles and habits as well. We welcome the shift from direct
policy prescription to facilitating country ownership, but what is needed in response to
the new work practice, is to reconsider staff skills and organisational structure.

It is reassuring to see that the issues I have mentioned here are also addressed in the
progress report on PRSP's for this IMFC and DC. I would like to caution however. The
report is quite positive about achievements at the country level so far. Reports have
reached me, nevertheless, that several problems crop up regularly: little room for
consultations, due to time pressure and difficulties in integrating existing documents and
strategies into an Interim PRSP. I would therefore like to urge the staff of Bank and
Fund to be open and realistic in their assessment of the progress of the PRSP process.
Bank and Fund should also devote sufficient resources to empowering the process.
Finally would like to urge staff to make very sure that the issue of gender is fully
inegrated and given its due importance in PRSP-process and outcomes.

Progress Report on the HIPC Initiative

I don't have to emphasize any more that the Netherlands is a strong supporter of debt
relief for the poorest countries. Since the end of the seventies we have been providing
only grants to these countries in order to avoid contributing to their mounting debt. Over
the last ten years alone, we have given at least 6 billion dollars in aid to the HIPC
countries. About one billion dollars of this amount had to be used for debt relief.

Apparently it was very difficult for these countries to implement the necessary policy
improvements which could provide a way for them to get out of the poverty trap. It is
heart-warming to see that a considerable and still growing number of countries is
succeeding in establishing better macro economic conditions for their societies and
developing improved living conditions for their populations.

In order to reinforce this new positive trend we enhanced the HIPC framework. This
framework should lead to a new genuine partnership between us and the developing
countries, including their civil societies. Poverty reduction strategies, combined with
generous debt reductions and new grant money will have to make it possible to achieve
the international development goals as defined within the United Nations.
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The financing of the bilateral component of the enhanced HIPC initiative is well on track.
Many countries, including the Netherlands, have already indicated that they will even go
further than what is required by giving additional debt reductions of 100 percent on
bilateral ODA loans. I hope that all countries will soon be able to participate in this. The
Netherlands, as well as a considerable number of other nations, has also announced
that it will provide 100 percent debt reduction on bilateral commercial credits which are
treated by the Paris Club.

But the success of the enhanced HIPC initiative also depends on securing full financing
for all participating multilateral institutions. The HIPC burden sharing mechanism
requires all creditors to take part in order to protect the principle of equal treatment. Of
course, low- and middle-income crecitors should be eligble for additional assistance if
they are unable to finance debt relief themselves.

We accepted the "pay as you go" approach as a financing tool for the IDA part of the
debt reduction. For the financing of the IBRD-part of HIPC debt relief a solution still
needs to be found, and in my view the key to the solution is donor funding.
We all agreed that concessional windows such as IDA should not be compromised by
HIPC. Therefore the required World Bank part of HIPC commitments cannot be at the
detriment of IDA committment authority, but will have to be added on top of that.

The Netherlands is willing to participate in accelerated IDA encashment schedule if this
would be required to safeguard IDA's original financing schemes.

The starting point of the relief effort was additionality. By accepting a possibly
accelerated encashment schedule, we will safeguard additionality, World Bank fees will
not have to be raised and the financial integrity of the IFIs will be protected.

Update on the IBRD's Financial Capacity

We highly value a healthy and strong financial position of the World Bank. We are very
pleased that the risks of another financial crisis or major default in the near future seem
to be reduced. Nevertheless, it is still critical to have the World Bank prepared for more
unfortunate circumstances.

Several options are available to increase the financial capacity of the World Bank. The
option to speculate on interest rate developments, thus increasing exposure to market
risks does not add to a healthy financial position of the World Bank. Neither would
obtaining contingent capital add to a stronger financial position. We feel it is important
that the burden will not be placed unduly at the expense of borrowers. Another option, a
proposal for additional capital in support of a World Bank with a mandate for long term
structural development and poverty alleviation, could therefore expect sympathetic
consideration. Excessive lending volumes as seen in the recent past should on the
other hand not be a point of reference.


