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Let me first congratulate our new Chairman and wish him success during his tenure.

Poverty reduction and global public goods

I broadly agree with the definition of Global Public Goods, though the operational character of
this definition is not always evident. I also can go along with the proposed criteria for Bank
action in this area, but, above all, Bank involvement should be guided by the value added it
brings to its own programs. The Bank must strictly limit itself to those areas where it has a
comparative advantage. In this respect, the Bank should not seek to add new challenges to its
already heavy work program. Instead it should rely more on other specialized organizations
which have a proven intellectual leadership in some of these areas. The Bank�s advantage lays
more in its operational expertise and its ability to forge partnerships and its capacity to mobilize
financial resources.

Current areas of Bank�s involvement are well relevant to its mandate. However, the facilitation
of orderly movement across borders is a mix of global and national public good and the client
countries might be better off if the Bank were to concentrate its operations on enhancing the
internal capacity of these countries.

In my view, the document should have been more explicit on the potential role the Bank can play
in combating financial abuses. These abuses result in non-efficient allocations of financial
resources that could endanger the developmental efforts of countries. There is a growing
international consensus on this issue, and the Bank should play a significant role in this
international effort.

It is vital for the success of the actions and for the effectiveness of the Bank that the additionality
of its interventions be carefully assessed, and that the flexibility that is necessary in these
collective actions do not lead to dispersion of efforts and of Bank resources. The Board of
Directors should also be more involved in these decisions.

Bank resources are indeed limited and it will be difficult to significantly increase the resources of
the Development Grant Facility in the short run. The number and size of grants should therefore
be kept limited. The availability of funding must be a major criterion for action, and the leverage
of the Bank in mobilizing financial resources should therefore be used to the maximum extent
possible.

In conclusion, the Bank may continue its participation in such collective efforts, based on its
comparative advantage but also by taking into account its current financial constraints.
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Furthermore, while the Bank makes itself available for such actions, it should avoid seeking the
lead when other agencies already possess the expertise.

The World Bank role and instruments in low and middle income countries

This issue is of paramount importance for the Bank, since it will shape all Bank activities in the
coming years. It is also a timely discussion as the Bank and the Fund are currently in the process
of redefining their mandate and their role in an increasing globalized environment. At the same
time, the reflection within the Bank, and the discussion in the Board of Directors have just
started. As a result, the document submitted to us lays out only the basic principles and therefore
it is too early to assess how these principles will translate concretely in the Bank�s activities. So,
I will confine my comments to a number of guidelines on which, in my view, future work should
be based

Having said this, I nevertheless think that the proposals laid out in the document generally
deserve our support. I would like to highlight the following points:

• I support a further strengthening of the country and programmatic approach already
advocated by the Comprehensive Development Framework

• Greater emphasis needs to be placed on effective donor coordination with a view to
introducing more selectivity in their programs. Such effort is particularly important, not the
least for the client countries themselves that are often faced with the daunting task to comply
with the different procedures and recommendations set by multilateral and bilateral donors.

• A stronger analytical underpinning of operational activities is warranted. There is indeed
often a mismatch between these two aspects of the Bank�s activities. Efforts should be made
to better align them. The economic and sector work should also take more into account the
specific situations of the countries. This will ensure that the analytical underpinnings of the
Bank are better focused which will in turn lead to more effective Bank programs.

• The monitoring, evaluation, and performance measurement should be reinforced. Shifting the
Bank�s activities from project lending towards more programmatic and budgetary support
will indeed make these activities much more crucial to the success of its operations.

• Orientation of Bank activities in the middle income countries should provide a framework
with incentives for an increased participation of the private sector. It should be recognized
that in middle income countries, particularly the more advanced ones, like some members of
my constituency, the Bank is only one player among others.
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• PRSC and PRGF should be closely linked. The issues of interrelation and cross
conditionality between these two instruments will have to be studied.

I believe that further attention should be devoted to the following issues:

• A reappraisal of the cost of Bank instruments in the context of the current Bank financial
capacity constraints. The financial and budgetary consequences of new initiatives should also
receive greater attention in the decision-making process. The pricing of non-lending
instruments should be viewed in the context of the expected increase of non-lending services
to middle income countries.

• The increased use of programmatic lending instruments by the Bank should not lead to a
crowding out of investment lending which can continue to play a significant role in the
development and poverty reduction efforts of developing countries.

• While I support the differentiation of developmental approaches based on country specificity,
it should not lead to a proliferation of lending and non-lending instruments.

• Whereas poverty focused strategies in low income countries have already paved the way for
a more programmatic approach, there is not such a scheme for middle income countries yet.
Significant work remains to be done to address the needs of these countries, also with the
view of making the Bank a meaningful partner for these countries. Country groupings seem
still unsatisfactory to meet the needs and expectations of these countries.

• The graduation process is particularly critical for the countries of my constituency, and a
more coherent framework to guide them in this process needs to be developed.

To conclude, as I stated before, this document provides us with a road map that will have to be
explored further in order to bring about a sharper definition of strategies, instruments, and
products of the Bank.

The HIPC Initiative/PRSP Process and the Poverty Reduction and Growth Facility

Among the Bretton Woods institutions, the World Bank is primarily responsible for poverty
reduction.  The Fund must heed the Bank's advice on how macroeconomic policies and structural
reforms can be made more conducive to poverty reduction.  But the primary responsibility for
reducing poverty really lies with poor countries and their people more than with the international
financial community.  Program ownership matters most.
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The Bretton Woods institutions should continue to base their efforts on poverty reduction
strategies designed by the governments of poor countries in consultation with members of
Parliaments, business leaders, labor unions, and NGOs working with the poor. Such
collaboration will strengthen the country's ownership of its poverty reduction strategy and the
policies it involves.

The debt relief provided by the HIPC debt initiative will not alone suffice to put HIPCs on a
sustainable development path.  That goal will also require a significant and sustained
improvement of economic policies, social policies, and governance in HIPCs, as well as better
access to industrial country markets for HIPC exports, export credits on appropriate terms, the
exclusion of any lending for excessive military equipment purchases, and a substantial increase
in the industrial countries' ODA.  The advanced countries should agree to review their own
practices in these matters during their Article IV consultations.

HIPC debt relief will create room for countries to increase spending for health care and
education.  The World Bank and Fund are doing everything they can to expedite the HIPC
process.  But a balance must be preserved between faster implementation and maintaining the
quality of countries' policies.  Countries should keep up with their good performance in
implementing sustainable economic and social policies. In cases where a country's past policy
performances have been weak, we should be careful in shortening the length of the track record
required for reaching the decision point.

We have carefully reviewed the advisability of suspending the sunset clause and have come to
the conclusion that it would neither be in accordance to the letter nor to the spirit of the initiative
to have it becoming a permanent feature. Moreover, it would make it more difficult for poor
countries to obtain new credits, since creditors would fear being confronted with repeated
demands for debt relief.

We recognize that many developing countries face indeed capacity constraints with respect to the
participatory processes, technical demands and administrative costs ensuing from the preparation
of their PRSPs. The recourse to progress reports enabling these countries to benefit from
continued interim relief if and when they require more than a year to develop a full fledged
PRSP after submitting their Interim PRSP should, however, be strictly limited.

Finally, it is of utmost importance that HIPCs, with the assistance of the World Bank, implement
appropriate instruments to track the use of resources freed by debt relief under the HIPC
Initiative for poverty reduction.


