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NOTE ON THE SIXTY-EIGHTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 

 The Joint Ministerial Committee of the Boards of Governors of the World Bank and the Fund 
on the Transfer of Real Resources to Developing Countries – the Development Committee – held its 
sixty-eighth meeting on September 22, 2003, in the Al-Multaqua Room of the Dubai International 
Convention Centre in the United Arab Emirates.  The meeting consisted of a single session, followed 
by the Chairman’s lunch for members on the same day.  The members circulated their statements in 
advance and these are part of this document; highlights of the Members’ statements were circulated by 
the Chairman and are also part of this volume.  The session started at 9:17 a.m. and ended at 1:21 p.m. 
 
The Agenda (Annex B) was adopted at the beginning of the session, followed by the discussion of the 
two topics (the first, “Supporting Sound Policies with Adequate and Appropriate Financing” and the 
second, “Enhancing Voice and Participation of Developing and Transition Countries”).  The 
Communiqué (Annex A) was approved during the session and reflects the salient points of the 68th 
Development Committee meeting. 
 
With respect to the first item “Supporting Sound Policies with Adequate and Appropriate Financing,” 
in response to a request by this Committee the staff of the World Bank prepared a report on progress 
in supporting policy reforms undertaken by developing countries.  It examines eighteen countries that 
are following sound policies and explores what will be required to enable them to meet most, if not all, 
of the Millenium Development Goals (MDGs) through a combination of better domestic policies and 
governance, higher aid levels, more effective aid modalities, and improved access to developed 
country markets. 
 
The second topic, “Enhancing Voice and Participation of Developing and Transition Countries”, is on 
the Agenda of the Committee in response to its agreement to continue to address this important 
element of the Monterrey Declaration.  The Committee had requested the Boards of the Bank and the 
Fund to consider and elaborate upon options with a potential for broad support, taking account of 
shareholder and institutional implications.  A two-part paper containing a progress report by the World 
Bank and a report of the IMF Executive Board to the IMFC forms the basis for the discussion of this 
topic. 
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Note of the President of the World Bank, James D. Wolfensohn, to the Development Committee 
 

The September 2003 meeting of the Committee takes place against a background of continuing 
moderate recovery in some of the major advanced and developing countries – but a recovery that has yet 
to reach all regions, and which remains fragile t term global economic prospect.  This adds urgency to 
medium term efforts to promote growth and reduce poverty throughout the developing world.  There are I 
believe grounds for some optimism as the international community slowly begins to implement the 
actions that we have all agreed are needed to achieve the Millennium Development Goals.  But we need 
to maintain and build momentum.  I hope our discussions will give the process further impetus. 

 
We will be focusing discussion at our meeting on three issues.  We will be discussing the scale 

and form of external financing needed if we are to succeed, based on new work in the Bank examining a 
number of country case studies.  We will also have a further discussion of ways to strengthen the voice of 
developing and transition countries at the Bretton Woods institutions.  And over lunch we will have a 
chance to review progress made at Cancun towards opening up key global markets to developing 
countries – perhaps the issue that is more crucial than any other to success or failure in global poverty 
reduction. 
 

As in my note for the April meeting, I am reporting in this note also on actions by the World 
Bank Group on a range of specific issues that the Committee has considered in the past, removing the 
need for a lengthy series of separate reporting notes. 
 

Global Economy 
 

Since we met in the Spring the global recovery has gained momentum led by the rebound in the 
United States.  With the recovery in output, world trade growth has accelerated to almost 7 percent in 
2003 after its weak performance over the past two years.  At the same time some of the downside risks 
have abated.  These developments together with modest gains in non-oil commodity prices, and low 
interest rates combined with falling spreads have boosted the short-term prospects for developing 
countries.  On the whole developing countries were able to withstand the global downturn since 2001 
better than industrial countries and are at the forefront of the recovery that is now in train.  But outside 
Asia, growth in 2003 has been stalled in Latin America and is only in the 3 percent range in other 
developing regions.  Looking ahead prospects are good for a recovery of growth in all developing regions 
in the coming year.  But the global recovery remains fragile, and risks remain because of longer-term 
imbalances and structural problems in the rich countries, the potential for geopolitical shocks and the 
reduced room for maneuver in macroeconomic policies.  Moreover even with the recovery that is now in 
prospect, growth in the poorest countries will fall far short of what is needed  to make major strides 
towards the MDGs.  It is critical therefore that all countries join forces to resist the ever-present threat of 
protectionism and recommit to putting the Doha Development Round back on track.  It is also critical to 
scale up efforts across the developing world to accelerate growth and progress towards the MDGs.   
 

Supporting Development and Reducing Poverty:  Implementing the Monterrey Consensus 
 

It is now some 18 months since the historic agreements reached in Monterrey setting out the 
actions the global community agreed to take to reduce global poverty and meet the Millennium 
Development Goals (MDGs).  As we have discussed at previous meetings,  some progress has been made 
since then, but a great deal remains to be done, by all parties.  For those who see the urgency of tackling 
global poverty, progress sometimes seems agonizingly slow. 
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Global Monitoring 
 

At its last meeting the Committee reaffirmed its commitment to regular monitoring of the policies 
and actions of developing and developed countries and international institutions for achieving the MDGs 
on the basis of an initial report prepared by Bank and Fund staff.  Accordingly the plan is to present the 
first of what would then become annual global monitoring reports for the Committee’s meeting next 
Spring.  Work has proceeded to take forward the monitoring framework, both on the substantive agenda 
related to measurement and assessment of policies and actions and on establishing a broad based 
partnership with other key agencies to underpin this work.  A progress report and implementation plan 
has been discussed by the Bank’s Board and a summary report has been provided to Ministers.  While 
there has been good progress, a major effort will be required to maintain the momentum and ensure 
consistency and coherence in our collective efforts.  We must also remain focused on the ultimate goal of 
the monitoring exercise, which is to catalyze actions by identifying priorities and reinforcing 
accountabilities for achieving the MDGs and related outcomes.   

 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

For this meeting I hope we can focus our discussion on one particular aspect of progress: the need 
for sound policies to be supported with sufficient external financing, in the right form.  The Committee 
has a separate paper which reports on the results of a Bank study carried out over the summer, looking at 
how progress toward the MDGs could be accelerated at the country level through a combination of better 
domestic policies and governance, higher aid levels and more effective aid modalities. The primary focus 
of the work is on a broadly representative sample of 18 low-income countries with relatively strong 
policies (supplemented with more general reviews for low-income countries under stress (LICUS) and 
middle income countries).   

 
This work shows, I believe convincingly, the great need and opportunity to accelerate progress on 

the MDGs at the country level.  The very substantial progress on policies achieved over the past two 
decades provides a strong foundation for scaling up efforts across a wide spectrum of developing 
countries and for more effective utilization of aid.  At the same time the analysis shows that without a 
major scaling up virtually all low income countries will fall far short of the MDG targets.  The starting 
point for more concerted efforts on the MDG agenda must be sustained and deeper reforms in developing 
countries themselves, including further improvements in the investment climate, and in public sector 
management, governance and service delivery.  But the adequate and early provision of external 
assistance will be key to catalyzing stronger reform efforts and strengthening capacity to absorb aid 
effectively, creating a virtuous cycle and increasing the probability of meeting the MDGs.  

 
The paper concludes that substantial increases in aid will be required for scaling up progress 

towards the MDGs.  Whereas the international community has committed to an increase in aid of about 
US$16 billion by 2006, the paper’s assessment is that an initial increment of at least US$30 billion 
annually will be needed.  This is a conservative assessment, because although the paper uses the best 
assessment available at the country level, there are gaps in what is included particularly with respect to 
infrastructure investment needs, the costs of global programs and global public goods, and additional debt 
relief implied by the implementation of the HIPC Initiative.  Moreover this baseline estimate of US$30 
billion in additional aid is not a cost of meeting all the MDGs in all countries.  Even for countries that are 
included in the sample significantly larger sums will be needed to meet the MDGs as policy and 
institutional capacity is built up.  Furthermore, improvements in conditions in LICUS countries would 
warrant and require further additional amounts of aid which are not estimated in the paper.  Finally, given 
the large unmet needs in many middle income countries, additional aid could give impetus to making 
greater headway on the MDGs in these countries.  Consequently, as developing countries push ahead with 
policy and institutional reforms, an even larger volume of additional can be effectively used to further 
accelerate progress towards the MDGs. 
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As important as the required further policy reform and matching increases in the volume of 
external assistance will be some quite substantial changes in the modalities of aid delivery. Of the US$52 
billion of existing aid commitments, only about half is available to support program and project 
expenditures in recipient countries.  The aid estimates made in the paper are for cash requirements to meet 
the MDGs suggesting a fundamental change in the way that the incremental aid is provided.  There are 
four other areas where changes in aid modalities are required.  First countries should have access to 
timely and predictable aid as they build a track record of policy performance.  Second, aid should be 
better aligned with recipient countries’ PRSPs or development strategies and their domestic processes.  
Third, to ensure debt sustainability in the poorest and most vulnerable countries, more aid should be 
provided as grants.  And, fourth, where country circumstances warrant, aid should be provided in a form 
that allows for more financing of recurrent costs.  

  
As the paper also points out, increases in aid volumes and improvements in aid modalities are not 

alternatives to greater trade opportunities and successful completion of the Doha round.  Trade and aid are 
complementary – greater market access makes aid more productive.  While trade provides the basis for 
self-sustaining growth in the long-term, aid can help developing countries equip themselves better and 
upgrade infrastructure facilities so as to take fuller advantage of the opportunities offered by trade. 

 
Clearly the analysis of how to support policies for scaling up with adequate and effective aid at 

the country level in the paper for the Development Committee is a beginning, not an end.  But I do 
believe that it provides the basis for the decisive and urgent action needed if we are to meet the 
development goals we have set for 2015.  First, country by country, we must collectively help countries 
strengthen the PRSP or its equivalent process so that there is a clearer and more systematic articulation of 
MDG targets, so that these goals are translated into concrete and monitorable programs of action, and that 
the required volumes and forms of financing are clearly identified and delivered upon.  Second, we will 
need to ensure that we mobilize the increases in aid that will be needed.  A first task is ensuring the timely 
delivery of aid commitments made in the lead up to and since Monterrey.  The bulk of these commitments 
have yet to materialize.  We also need urgent consideration of options to mobilize the additional financing 
that will be needed beyond the US$16 billion already committed given the importance of early provision 
of financing and the time needed to develop and implement proposals.  Third, we need to make rapid 
progress on the agenda for improving development effectiveness, and implementing the agreements made 
this February in Rome on donor alignment and harmonization. 

 
Enhancing Aid Effectiveness and Managing for Results 
 

As noted, success in meeting the MDGs requires not just more aid, but aid that is much more 
effectively deployed than in the past.  In my note for the April 2003 meeting I set out the range of further 
measures to be taken to enhance development effectiveness.  Last February in Rome, bilateral donors, 
partner countries,  and international agencies endorsed most of these measures in the declaration issued by 
the High-Level Forum on Harmonization.  The political support and clear directions for implementation 
set out in the Rome Declaration provide a unique opportunity to improve aid effectiveness and scale up 
development impact at the country level. 
 

The donor community is treating the commitments made in the Declaration seriously and taking 
measures to meet them.  Close to twenty developing countries – a mix of low and middle income 
countries - have  initiated donor harmonization and alignment processes and activities.  In a significant 
development, a new DAC Working Party on Aid Effectiveness has been established with a broader 
participation and mandate than its predecessor (the Task Force on Donor Practices).  This expanded 
mandate takes a unified approach to harmonization and alignment with country-owned strategies, systems 
and processes. 

 
The World Bank is strongly committed to this international harmonization and alignment  agenda, 

and has responded to calls by donors to assume additional responsibilities  at the global level in support of 
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in-country implementation.  This includes taking a lead role in some key areas of the work of the DAC 
Working Party and facilitating via the Development Gateway use of a common data base on 
harmonization and sharing knowledge and experience among development practitioners.  In parallel, 
continuing internal Bank reforms-- including strengthening Poverty Reduction Strategy Paper/Country 
Assistance Strategy (PRSP/CAS) linkages, reforming loan administration (including reporting 
requirements),  facilitating pooling arrangements in SWAPs, initiating modernization of environmental 
and social safeguard policies, and simplifying audit policy—will increase the Bank’s ability to harmonize 
with others around country systems.  
 

At its last meeting the Committee called for swift progress in implementing the Bank’s agenda on 
managing for results.  The implementation action plan calls for action in three areas to strengthen our 
focus on results:  first, support for countries as they try to define and monitor results; second, changes to 
Bank strategies, instruments and incentives; and third, promotion of a global partnership to harmonize 
reporting and coordinate support for developing countries.   
 

Within the Bank, early progress includes the launch of a pilot program to increase the results 
focus of our country assistance strategies, providing clearer linkage between Bank programming and 
country priorities, including those related to the MDGs.  The Board has already approved one results-
based CAS with six more pilots under preparation for the year ahead.  Broad agreement was also reached 
on the framework for an enhanced IDA results measurement system for IDA14 that will assess aggregate 
progress on development outcomes and IDA’s contribution to these outcomes through results-based 
country programming.  The system is now being piloted, with a review of the experience to be presented 
to the Spring 2004 IDA Meeting.  
 

At the global level the Bank is contributing to efforts to develop a global action plan to overcome 
basic data gaps and clarify international reporting accountabilities, helping to organize an Inter-Agency 
Workshop on Improving Statistics for Measuring Development Outcomes, held in early June 2003.  The 
Bank is also liaising with the newly-established DAC subsidiary group on managing for results (within 
the Working Party on Aid Effectiveness).  At an upcoming meeting in Dubai, the Presidents of the 
multilateral development banks will discuss the formal establishment of a Working Group on Managing 
for Results.  This will encourage broad participation in preparation of the Second International 
Roundtable on Results, to be cosponsored by the multilateral development banks in collaboration with the 
OECD/DAC.  The Roundtable, scheduled for February 5-6, 2004 in Marrakesh, will focus on the 
challenges that developing countries face in managing for results and the need for agencies to harmonize 
results-based approaches at the country level. 
 

While there is now the opportunity and political will to make a demonstrable difference to 
development effectiveness and the achievement of country level results, the process is only just 
beginning.  Success will require sustained high level support and commitment from all donors and 
international institutions and agencies.  I can assure the Committee of the Bank’s continuing commitment 
and support. 
 
Trade 
 

Action to improve trade opportunities for developing countries is a critical element of the 
Monterrey agreements.  By the time we meet in Dubai we will know the outcome of the discussions in 
Cancun which are so crucial to the chances of achieving a successful Doha trade round, and hence to the 
prospects for meeting the MDGs.  The Bank continues to give research, analytic, advisory and advocacy 
support to all those seeking to achieve a successful outcome.  A “good” Doha agreement could produce 
up to US$520 billion in income gains to the world, with both rich and poor countries gaining 
substantially.  Such an agreement would increase growth in developing countries, and would lift some 
additional 140 million people out of poverty by 2015.  Realizing these gains will require action from all 
countries.   
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At the same time, we appreciate that adjusting to a more liberal trade environment may impose 
temporary costs on some of our member countries, for example as a result of preference erosion, the loss 
of tariff revenue or other factors.  The Bank, along with the IMF, stands ready to help countries that need 
assistance in handling such temporary adjustment costs, working with countries to assess the nature and 
magnitude of any adjustment needs, to design policy and institutional reforms and investment programs to 
address obstacles to trade expansion and manage the impact on affected population groups, and, where 
needed, to provide and help mobilize appropriate financial support. 

 
Reducing barriers to trade is not enough by itself to fulfill the development promise of Doha.  

Trade has to be part of a larger development strategy for each country that includes attention to 
macroeconomic policy, infrastructure, education and health as well as accountable and responsible 
governance, so that countries are placed to exploit the new opportunities.  One small example is 
reforming customs procedures for both importers and exporters.  Reducing port and customs transit times 
by one day has nearly the same value as reducing tariffs by 1 percent.  The Bank is adapting existing 
instruments and designing new programs that will provide resources for countries reforming their trade 
regimes, improving their trade-related institutions, and support provision of infrastructure necessary to get 
the products to markets.  New lending for trade capacity building has doubled.  We are providing 
increased training and research support.  And the Integrated Framework for Trade Related Technical 
Assistance (IF), which the Bank supports together with other international agencies, is gradually 
attracting increased funding and entering the key implementation stage. 

 
Sectoral Priorities  
 

At its last meeting the Committee discussed progress and prospects for scaling up global efforts 
in four key priority areas for the service delivery MDGs – Education for All (EFA), HIV/AIDS, Water 
and Sanitation (discussed below as a key aspect of infrastructure activities), Health.  In each of these areas 
there has been progress over the past few months.  Of the 18 EFA Fast Track Initiative (FTI) countries, 
ten now have strategies approved for donor funding, and we expect the remaining 8 countries to be 
approved by December.  There has also been varying degrees of progress in meeting FTI criteria by the 
five countries that account for more than half the total out-of-school population, with India having met all 
the criteria of the initiative.  The FTI has successfully brought focus and political attention to primary 
education.  Transparent benchmarking of sector policies and tracking of results with a focus on primary 
completion rather than enrollment has promoted in-country dialogue and accountability.  For example, in 
Mozambique, the FTI has created new impetus for accelerating progress towards universal primary 
education and tackling impediments in spite of the fact that Mozambique has not yet received any FTI 
funding. 

 
To date US$208 million in new commitments have been raised for the first seven FTI countries 

compared with the estimated requirements of US$325 million over three years.  The FTI is therefore far 
from its goal of providing “sustained and predictable” financing and on the scale needed — the first seven 
countries only account for 3.5 million of the 120 million children currently out of school.  Although some 
progress has been made, harmonizing donor assistance and reducing transactions costs on aid delivery 
remains a continuing challenge.  The upcoming donor meeting in Oslo in November 2003 will provide an 
opportunity to take stock of progress and address these important issues. 

 
Commitments of Bank and IDA funds for HIV/AIDS have been expanding rapidly, mainly in the 

form of support for multi-country HIV/AIDS programs in Africa and the Caribbean.  The total portfolio 
HIV/AIDS portfolio amounts to over US$1.6 billion, with a focus on sub-Saharan Africa, the Caribbean’s 
and other areas where the epidemic is on the rise.  The Bank has been working to help countries identify 
and address implementation constraints and ease the burden of multiple reporting systems.  To gain 
leverage and exploit synergies, the Bank is continuing to work closely with partners such as UNAIDS, the 
Global Fund to Fight AIDS, Tuberculosis and Malaria (GFATM), bilaterals, foundations and the private 
sector.  The Bank is trustee of GFATM, which has pledged US$1.5 billion for more than 150 programs in 
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92 countries.  In health we will be co-hosting with the World Health Organization (WHO) a high level 
forum on the health MDGs; we are helping countries implement the conclusions of the latest World 
Development Report on reaching the poor with basic health services; and in two recent projects for polio 
eradication we have established a new mechanism – which may have wider application – under which 
grants form outside (in this case private) sources are used to buy down the interest cost to borrowers of 
IDA loans, effectively converting IDA loans into grants.  

 
As we support investment in these priority sectors we are learning more about both the benefits 

and drawbacks of global initiatives and global financing mechanisms targeted at particular sectors, and 
about the selection of issues where such global approaches may be most appropriate.  There is broad 
agreement that in all cases where there is a global approach support for individual countries must – as in 
the EFA FTI – be firmly grounded in a PRSP or similar country-owned strategy.  

 
Infrastructure Action Plan  
 

At its last meeting the Committee welcomed the Bank’s renewed commitment to increase its 
support for infrastructure activities.  This comes after a decade of decline, especially in IBRD 
infrastructure lending.  Management has now proposed a concrete action plan for turning this 
commitment into action (details are given in a separate note for the Committee).  The plan includes the 
following elements: 

 
• Responding to country demand by offering a broad menu of options for public and private 

sector infrastructure provision, developing new infrastructure business by investing in our 
project pipeline, and better integrating infrastructure into Country Assistance Strategies 
(CASs) and Poverty Reduction Strategy Papers (PRSPs). 

 
• Rebuilding sector knowledge bases by improving and expanding regional/anchor 

infrastructure diagnostic work, better linking infrastructure diagnostic work to other Bank 
diagnostics, increasing impact of analytical work done by Global Programs, and developing 
infrastructure sector databases to improve results measurement. 

 
• Maximizing leverage via new and existing instruments by creating new lines of business and 

instruments to meet emerging client demands, especially at the sub-sovereign and 
regional/multi-country levels, expanding the use of risk mitigation instruments (including 
foreign exchange rate risk), and facilitating and promoting the joint use of Bank Group 
instruments. 

 
Water.  At its last meeting the Committee also asked the Bank to consider how to implement the 

relevant recommendations of the March 2003 Report of the World Panel on Financing Water 
Infrastructure.  In May I sent a reply to the chairman of the panel, endorsing the overall message of the 
report and its general conclusions.  As an integral part of the Infrastructure Action Plan, we are following 
up to the recommendations directed to the World Bank Group by offering options for public and private 
sector infrastructure provision, investing in project development, strengthening donor coordination, 
improving and expanding sector knowledge, increasing the Bank Group’s role in financing sub-sovereign 
entities, and increasing the deployment of risk mitigation instruments.  More details are given in the note 
for the Committee on the Infrastructure Action Plan.  

 
Helping Countries Handle Commodity Shocks 
 

Recent experience has demonstrated again just how vulnerable are many developing countries, 
including many of the poorest countries, to commodity price shocks.  The Bank has long recognized this, 
and has responded at the global, country, and smallholder levels.  At the global level, the impact that trade 
and domestic support policies have on world commodity markets has been an important aspect of Bank 
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analytical studies and advocacy work aimed at influencing policies in individual countries and helping 
ensure that developing countries benefit fully from ongoing  global trade negotiations.  At the country 
macroeconomic level, the Bank several years ago introduced risk management products linked to IBRD 
loans.  In addition, to assist low-income highly indebted countries cope with commodity-related 
macroeconomic shocks, we are now exploring ways to help them hedge their exposure to commodity 
shocks and ensure that debt service does not become an unsustainable burden in periods of adverse price 
movements. 

 
At a micro level, the Bank has adopted a multi-pronged approach.  First, we have  been engaged 

in a pioneering effort to allow small-scale producers to access international risk management instruments 
to protect themselves against short-term price declines, under the auspices of the International Task Force 
on Commodity Price Risk Management.  This project is now being implemented, with the conclusion of 
actual transactions involving the purchase of price hedges by producer groups and rural financial 
institutions in some countries on a relatively small scale, but with intensive efforts to scale it up and make 
the benefits more widely available.  Second, the Bank has also been engaged in some projects to develop 
weather risk management products in developing countries.  Several of these are also now under 
implementation, with producer groups and rural financial institutions purchasing insurance to protect their 
exposure to weather shocks.  As with the price risk management project, this is now on a small scale, but 
with good potential for expansion.  In both price and weather risk management, the role of the Bank is the 
provision of targeted technical assistance and capacity building to local producer organizations and rural 
financial institutions.  The technical assistance is either stand alone or within the framework of a World 
Bank lending project.  Third, we have supported the development of financial instruments to be used in 
commodity markets, such as warehouse receipts through lending projects and technical assistance.  
Fourth, our operations have helped countries develop safety nets and give transitional assistance to 
cushion the most vulnerable households from the adverse impacts of commodity shocks.  And finally, 
through our general support for rural development, we aim to help create alternative sources of 
employment when growers wish to diversify out of commodity production.  We are currently taking stock 
of the Bank’s strategy for helping countries deal with commodity shocks, with a view to delivering more 
effective assistance. 

 
Financial Architecture  
 

The Bank continues its extensive involvement in global efforts on crisis prevention and 
resolution.  As of end June, about 100 countries had participated or agreed to participate in the near future 
in a financial sector assessment under the joint Bank/Fund Financial Sector Assessment Program (FSAP), 
and 432 ROSC (Reports on Standards and Codes) modules have been completed for 93 countries.  
Following up on the reviews completed last Spring by the Boards of the Bank and the Fund of FSAP and 
the international standards and codes initiative, work is underway to continue to align work program 
priorities, ensure systematic follow-up and expand support for capacity building to clients.  The Multi-
donor Financial Sector Reform and Strengthening Initiative (FIRST), established to supplement such 
efforts, has pledged more than US$55 million over the initial four-year term, and has already completed 
12 projects.  The Bank is also engaged in the ongoing global discussions about Collective Action Clauses 
(CACs) and the idea of a voluntary Code of Conduct between sovereign borrowers and providers of 
emerging markets finance.  Finally, together with the IMF, we are strengthening capacity to advise on 
public debt management and enhancing the analytical framework for assessing external debt 
sustainability.  This work is relevant to crisis prevention and resolution in middle income countries, as 
well as to low-income countries and in the context of the HIPC initiative. 

 
Combating Money Laundering and Terrorist Financing (AML/CTF).  Combating money 

laundering and the financing of terrorism continues to be a matter of grave concern to Bank member 
countries and an area of enhanced action by the Bank.  We will report next year on the results of the joint 
Bank/Fund  pilot program of AML/CFT assessments using the comprehensive methodology endorsed by 
the Bank and Fund Boards, and adopted by the FATF, for assessing compliance with the FATF 40+8 
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recommendations.  Thus far in the 12-months pilot program, the Bank has undertaken 11 AML/CFT 
assessments of client countries using the comprehensive methodology in the context of FSAP missions 
and/or ROSC stand alone requests, and 2 more are planned for the next two months.  We are using these 
assessments to help identify sequenced and practical measures for building internal capacity, providing 
targeted technical assistance  and incorporating AML/CFT issues, where relevant, into Country 
Assistance Strategies (CAS) and country lending programs.  Since September 2001, the Bank and the 
Fund have undertaken TA programs involving over 75 client countries, utilizing regional and sub-regional  
workshops and seminars.  Working with the IMF and other partners, including the UN Global Program on 
Money Laundering, the UN Security Council Counter Terrorism Committee and the regional 
development banks, we have focused on capacity-building for financial supervisors and financial 
intelligence units (FIUs), as well as training mutual evaluators for the FATF-style Regional Bodies 
(FSRBs).  The Bank/Fund Reference Guide to Anti-Money Laundering and Combating the Financing of 
Terrorism, published in April 2003, contains in one source all the basic information about the inter-related 
components of an effective AML/CFT regime.  It provides a roadmap for countries at various stages of 
development to enhance their AML/CFT framework.  The Reference Guide has already been translated 
into Arabic, French, Russian and Spanish.  The Bank has also implemented for each region AML/CFT 
Global Learning Dialogues targeted to policy makers and institutions responsible for implementation of 
the international standards.  In addition, the Bank has continued  its ground breaking research on informal 
funds transfer (IFT) systems:  their relationship to development and potential for financial sector abuse.  
We published a joint report with the IMF analyzing the Informal Hawala System and prepared a country 
framework study for discussion at the APEC Finance Ministers and Deputies meeting in September.  We 
are also sponsoring in October in partnership with the UK a global conference on the developmental 
aspects of formal and informal remittance systems.  We continue to update the Bank’s global TA 
database, a compendium of country TA requests and donor responses which continues to be housed on 
the Bank website.  

 
Private Sector Development 
 

As was recognized at Monterrey, mobilizing private investment – domestic and foreign – to 
create productive jobs and generate sustainable income is key to successful development and meeting the 
MDGs.  Helping counties improve their investment climate is thus central to the World Bank Group’s 
agenda.  As part of this work we have launched in-depth investment climate assessments in close to 40 
countries to give voice to private sector concerns and identify the most important obstacles to productive 
investment.  We have also developed a new global database to assess the cost of Doing Business across 
130 countries, benchmarking the quality of institutions and regulations for firm entry, operations and 
insolvency.  And our Foreign Investment Advisory Services have provided support to over 100 countries.  
This work has been met with great interest by our partners, and is also now being incorporated into 
PRSPs, Bank CASs and, most importantly, has in some cases already led to reforms with concrete, 
measurable outcomes.  

 
Corporate Social Responsibility.  The Bank Group, with IFC playing a leading role, is continuing 

to support and encourage a variety of ongoing efforts by private sector investors to improve governance 
and practices on corporate social responsibility in a way that furthers the convergence between the pursuit 
of economic growth and broader developmental objectives.  A landmark achievement in this respect has 
been the adoption by now 14 of the largest international banks of the "Equator Principles", whereby they 
agree to observe the Bank Group's Environmental and social policies in their project finance.  We also 
stand ready to contribute as needed to initiatives to strengthen revenue transparency and governance such 
as the Extractive Industries Transparency Initiative (EITI) launched by the UK at the August 2002 
Johannesburg Conference on Sustainable Development, and to the commitments made by the G8 at the 
June 2003 Evian Summit, set out in the G8 Action Plan on Fighting Corruption and Improving 
Transparency.  An important finding emerging from the Bank’s Extractive Industries Review, due to be 
completed at the end of this year, is that good governance is a key requirement for translating natural 
resource revenues into sustainable benefits for host countries. 
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IFC.   The IFC has achieved much over the last year in a very difficult environment.   In spite of 

declining FDI and bank lending flows, IFC's new commitments rose 24percent to a record US$3.85 
billion, and profitability rebounded strongly after last year's results which were affected by the crisis in 
Argentina.  These strong results reflect first the sharp rise in investments in Russia and Eastern Europe, 
which is a very positive sign for that region, and second the IFC's ability to respond with new approaches 
to very difficult conditions for its clients and our member countries.  I would especially draw attention to 
a series of innovations in the priority area of infrastructure, where the declining level of "traditional" 
private investments in infrastructure is being offset by efforts such as combinations of IFC and IDA 
financing, of pilot municipal infrastructure financing, and of introducing carbon credits into financing 
plans - - with the first instance of each of these three in IFC projects over the past twelve months.  The 
priority of supporting increased growth in Africa remains a particular challenge for the Corporation, and 
IFC has recently put forward a new strategic initiative for Africa, which should enhance its ability to help 
our African members, especially in the area of SMEs. 
 

MIGA.  I would like to thank the 133 countries which took part in MIGA's capital increase.  This 
is vote of confidence in MIGA and will increase the agency's capacity to support projects in IDA-eligible 
countries, in Africa, in conflict-affected states, as well as projects involving SMEs and between 
developing countries.  I urge all countries that have not yet done so to make good on the pledges they 
have made as soon as possible.  
 

Matching Support to Country Needs 
 

As we take forward this agenda we have to match our support from the Bank Group closely to the 
needs and programs of individual countries.  There is no one size fits all in development.  In low income 
countries we are basing our support increasingly on the PRSP approach, and there is solid progress on the 
HIPC initiative, on both of which there are separate progress reports to the Committee.  We are 
cooperating closely with the IMF as they review and discuss an evolving medium term strategy for the 
Fund’s engagement with low-income country members.  We are also implementing and building upon our 
new approach to assistance to low income countries under stress (LICUS).  In middle income counties we 
are taking forward and building upon the approach discussed and endorsed by the Committee in April 
2001. 

 
Low Income Countries 
 

PRSP Approach.   The annual Bank/Fund review of implementation reports both good progress in 
implementation and a number of important issues that need attention as we develop and deepen the PRSP 
process.  32 countries now have PRSPs, with 14 completed over the past year.  Seven countries have 
already completed at least one annual progress report.  Another 21 countries have embarked on the 
process having finalized Interim-PRSPs.  There is evidence of improvement and progress as more recent 
PRSPs build on the experience of earlier ones, and countries more advanced in the process gain 
experience of implementation.  But the review also identifies a number of emerging tensions that present 
challenges for the future. 

 
Particular challenges to be addressed as we develop and implement the approach include: 
 

• Striking the right balance between ambition and realism in setting PRSP targets; 
 

• Ensuring Government commitment extends to all relevant parts of the Government, and beyond 
the team responsible for PRSP preparation; 
 

• Increasing capacity for Public Expenditure Management and linking PRSPs to budgets; 
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• Better prioritization;  
 
• The urgent need to improve donor alignment and harmonization behind PRSPs to achieve 

successful implementation. 
 

HIPC Initiative.   Twenty-seven of the 38 countries potentially eligible under the HIPC initiative 
have passed their decision points and are now receiving debt relief, and of these, eight have reached 
completion point.  Of the remaining eleven countries many are emerging from conflict and several have 
protracted arrears.  The overall cost of the initiative is projected to be about the same as estimated a year 
ago.  Debt service savings to participating countries together with the parallel PRSP process have 
contributed to a significant increase in poverty reducing expenditures, and overall the figures suggest that 
as intended debt relief has been additional to other aid flows.  Participation in the initiative by non-Paris 
Club bilateral creditors has improved over the past year, with important commitments by Libya and India. 
Participation by commercial creditors remains low, although their share of debt is less than 5percent of 
the total.  For the future we are giving new attention to efforts needed to help countries maintain debt 
sustainability as they emerge from the HIPC process, and staffs of the Bank and Fund will produce a 
paper on the relevant issues to be discussed by the Boards by the end of the year. 
 

Low Income Countries Under Stress (LICUS).   We are continuing with our special efforts to help 
this group of low-income countries suffering from exceptionally weak policies and governance, many of 
which have long-standing conflicts, implementing the approach set out a year ago.  Country strategies for 
five such countries have been discussed by the Board, and we hope to bring a further six strategies for 
discussion over the year ahead.  We are making progress in improving the allocation of internal staff and 
financial resources for work on these countries, and in providing support early efforts at capacity 
building.  And we have greatly stepped up collaboration with development partners, including bilaterals, 
UNDP, OECD/DAC and the IMF, both globally and at the country level. 

 
IDA.  IDA remains the Bank Group’s main vehicle for financial support to low-income countries.  

We are already finding the expanded use of IDA grants, authorized in IDA-13, very useful in 
complementing IDA’s mainstay concessional lending operations.  IDA Deputies will be meeting for the 
mid-term review of IDA-13 in November to consider some important emerging issues, including the 
search for a consensus on financing the cost of grants.  I am pleased that IDA meetings also now include 
borrower representatives -- as a way of strengthening developing country voice formulating development 
policies – and we are working to further strengthen their role in the IDA process.  We expect to begin the 
IDA14 negotiations in early 2004, and look forward to working with member governments to ensure that 
IDA continues to be at the forefront of supporting development  in the poorest countries. 

 
Middle Income Countries and IBRD Borrowers  
 

We are continuing to implement and build on the Bank Group strategy for supporting middle-
income countries, discussed and endorsed by the Committee at their April 2001 meeting.  These are the 
countries that account for the IBRD’s lending business.  Supporting and sustaining their successful 
development is a central part of the Bank’s mission.  Given the numbers of the world’s poor living in 
such countries their successful development is crucial to global poverty reduction and attaining the 
MDGs.  Our new initiatives to expand investment lending will be particularly relevant to these countries, 
as will our continuing efforts to modernize, simplify and streamline Bank procedures to reduce the costs 
of doing business with the Bank.  A successful Doha trade round  will also be particularly important for 
middle-income countries, many of which are well placed to exploit new export opportunities. 

 
Developments in Instruments for Bank and IDA Financial Support  
 

As noted already, we are engaged in a major program to simplify Bank practices and 
requirements on investment lending, which should help reduce the costs to borrowers of doing business 



 12

with the Bank.  We are continuing with our agenda of modernizing Bank operational guidelines for policy 
based lending.  We have also reviewed experience to date with programmatic adjustment lending, which 
was first introduced in 1999 and is intended to foster country ownership, to provide reliable financial 
support for successful programs, and to be flexible in accommodating the uncertainties in medium-term 
reform programs.  We are still in the early days of using this approach, but based on experience of the 
first 42 operations, it appears we are meeting these objectives.  The available indicators of quality and 
cost have been favorable, and borrowers and staff have given overall positive feedback: it appears to be a 
form of lending well suited to borrower-driven programs that feature capacity building and cross-cutting 
institutional improvements.  
 

The International Institutions 
 
Coherence, Coordination and Cooperation among Multilateral Organizations 
 

As is evident from the content of this note, the Bank is pursuing an active program of increasingly 
close cooperation with other multilateral institutions.  The nature of the development challenge requires 
this.  Such cooperation extends beyond the traditionally close, and deepening,  collaboration between the 
Bank and the IMF, and the other multilateral development banks.  It now includes close working with the 
WTO, with the UN and UN agencies, with the OECD Development Assistance Committee, and with the 
OECD itself, which shares a common focus with the Bank on a range of sectoral and structural economic 
and social policy issues.  We are instituting new arrangements with the board for keeping overall track of 
these coordination efforts, and will report regularly, including  as part of future  global monitoring 
reports. 

 
Voice and Participation of Developing and Transition Countries 

 
As requested at the Committee’s last meeting there is a report from the Bank– and a separate 

report from IMF executive directors – setting out progress made on these issues since April.  At the 
institutional level, important progress has been made over recent years in increasing the involvement of 
developing and transition countries in the formulation of Country Assistance Strategies and Poverty 
Reduction Strategies.  As well, significant progress has been made in increasing transparency of our 
operations, strengthening diversity in our staff, and in decentralizing our operations to be closer to our 
clients.  These all contribute to enhancing the voice of developing and transition members.  The report of 
the Board focuses on a narrower range of issues.  While some of the most difficult issues remain 
unresolved, I am pleased that the two Boards have been able to make significant progress on a range of 
ways to strengthen the capacity of those representing developing and transition countries at the two 
institutions.  I also note that there are some changes that would affect voting shares that require no further 
decisions by Governors – such as decisions by developing countries that have not done so to subscribe the 
full amounts allocated to them in IDA.  As I said at the Committee’s last meeting, while these are matters 
for shareholders to decide, my own view is that we should be ready to consider seriously all the options 
for strengthening participation in our institutions by those countries that have such a great stake in our 
success. 
 

Conclusion 
 

As we work to implement the Monterrey consensus and achieve the Millennium Development 
Goals I believe we have reached a point of sufficient agreement to give us a unique opportunity of 
success.  There is an increasing degree of consensus not only on the broad framework but also on what 
has to be done on the ground – by developing countries, by developed countries, and by the international 
institutions.  We now have too put these agreements into practice.  I hope our discussions in Dubai can 
help build momentum and give substantial further impetus to the process of global poverty reduction.   
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Statement by the Managing Director of the International Monetary Fund, Horst Köhler, to the 
Development Committee 
 
Introduction 
 

The global situation as we gather for the 2003 Annual Meetings presents important challenges 
and opportunities.  The task for the international community is to build a stronger and more broad-based 
global recovery, address global imbalances, and strengthen long-term growth fundamentals.  The 
Millennium Development Goals (MDGs) are ambitious and will require significant efforts by the 
countries themselves and all development partners.  A renewed effort to achieve a successful Doha Round 
is vital for global growth and our development objectives.  

 
The broad principles of the comprehensive development strategy expressed in the Monterrey 

Consensus on fighting poverty and achieving the MDGs, together with the Poverty Reduction  Papers 
(PRSP) approach and the HIPC Initiative, provide the framework for the Fund’s engagement with its low-
income members.  There are encouraging signs that sustained implementation of good policies in low-
income countries within this framework is beginning to bear fruit, but more needs to be done to achieve 
the sustained growth necessary for rapid progress towards the MDGs.  The Fund is committed to play its 
part in our core areas of competence and we are in the process of examining how we can best contribute 
to support better growth outcomes and poverty reduction in low-income countries.  

 
In this statement, I shall summarize our assessment of the world economic outlook and address 

the items on the agenda of the Development Committee. 
 

Global Environment and Policy Response 

 
Overall Outlook and Policy Response 
 

In April 2003, the global forecast was subject to considerable uncertainty due to the conflict in 
Iraq and weaker-than-expected activity in late 2002 and early 2003.  At that time the forecast that a 
pickup in global economic activity would resume in the latter half of this year was beset by downside 
risks.  Since then, the balance of risks has improved and forward-looking indicators such as business and 
consumer confidence have risen, particularly in the United States, and equity markets have also 
strengthened.  Recently, there have been growing indications of increased activity, including investment, 
particularly in the United States, Japan and some emerging market countries, notably in Asia.  There is 
significant policy stimulus in the pipeline in the United States following easing of fiscal and monetary 
policies, but less in the euro area and Japan.  Overall, global growth is expected to be 3.2 percent in 2003, 
rising to 4.1 percent in 2004. 

 
With the pace and robustness of the recovery still an open question, it will be important for 

monetary policies to remain accommodative for the time being.  Fiscal policies in industrial countries will 
need to focus increasingly on medium-term consolidation given the prospect of rising demographic 
pressures, while structural reform is needed in nearly all countries to reduce widening global imbalances 
and continuing dependence on the United States for global growth.  Also important in this respect will be 
measures to boost national savings in the United States, especially by strengthening the fiscal position. 

 
Regional Outlooks 
 

The global recovery will continue to be led by the United States where indicators have shown the 
most improvement, despite a weak labor market and considerable excess capacity, and where there is the 
most policy stimulus in the pipeline.  Growth prospects in Japan have been revised significantly upward 
for both 2003 and 2004, as a result of a stronger second quarter outturn than expected, stock market 
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increases and stronger external prospects.  In the euro area, the forecast for 2003 has been revised 
downward again, reflecting weak private domestic demand and euro appreciation, although tentative signs 
of improvement are now appearing.  A pickup is projected in 2004, underpinned by external demand, 
lower interest rates and automatic stabilizers, but it is expected to be quite gradual.  

 
In emerging markets, the outlook continues to be driven by developments in industrial countries, 

external financing conditions, geopolitical factors, and country-specific developments. 
 

• External confidence in Latin America has improved markedly, but with a number of countries 
facing debt problems and political uncertainties, the region remains vulnerable to a reversal in 
sentiment.  

 
• With the apparent end of the SARS epidemic in Asia, growth is expected to pick up in the second 

half of 2003 and remain strong in 2004, aided by policy easing in several countries and robust 
growth in China.  The pace of recovery will depend importantly on a rebound in domestic 
demand and a continuation of the nascent recovery in the information technology sector.  

 
• Growth in the transition countries remains solid, led by Russia and Ukraine, while European 

Union accession countries continue to benefit from strong direct investment flows although weak 
euro area demand remains a risk.  

 
• In the Middle East, the fragile security situation remains an issue.  GDP growth forecasts have 

been revised upward in 2003 as a result of higher oil prices and production, but the projected fall 
in oil prices adversely affects the outlook for 2004.  

 
In Sub-Saharan Africa, growth is projected to rise to 3.6 percent in 2003, due to improved 

macroeconomic policies, rising commodity prices, and debt relief.  This is despite political instability in 
some countries and adverse weather which—together with the high incidence of HIV/AIDS—are 
contributing to food shortages.  Depending on improvements in political stability and weather, GDP 
growth could pick up markedly in 2004. 
 

Progress in Doha Round 
 

I regret the outcome of the WTO Ministerial in Cancun.  As I stated earlier this month, together 
with Mr.Wolfensohn and Mr. Johnston, trade liberalization is a central element of the global strategy to 
achieve the MDGs.  All countries have an interest in an outcome that will boost global growth, and 
therefore must redouble their efforts to bring about a timely and successful conclusion to the Doha 
Development Round.  It is incumbent on all members, through their actions, to reach the common 
objective of strengthening the multilateral trading system and to resist protectionist pressures.  A genuine 
commitment to liberalization by the industrial countries implies opening up their markets and reducing 
subsidies ― including in agriculture.  Developing economies also have their part to play—and it is one 
that will bring them enormous gains as in many cases barriers to trade among the developing economies 
are even higher than between rich and poor nations.  

 
It is important to bear in mind that the rules-based architecture of the multilateral system has been 

one of the key sources of economic progress over the past half-century.  It is also the only viable way to 
protect the interests of developing countries.  Development Ministers have a key role to play within their 
own governments in highlighting the overall benefits of further trade liberalization. 

 
While we do not expect the temporary costs of adapting to trade liberalization stemming from the 

Doha Round to be significant for the vast majority of countries, for some it may entail short-term 
adjustment costs.  I am pleased to say that the Fund has proposed to make financial assistance available to 
developing countries that face a net negative impact on the balance of payments in the near terms from 
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the effects of the Round.  The Executive Board has already agreed to this proposal in general terms, and 
will consider more specific proposals this fall.  

 
This initiative will be in addition to the Fund’s already rich program of technical assistance and policy 
advice on matters relating to trade liberalization, including through the Integrated Framework for Trade-
Related Technical Assistance.  We are also helping ensure inclusion of trade policy considerations in 
Poverty Reduction Strategy Papers (PRSPs), and are working on assessments of the impact on textiles 
trade of the expiration of the Multifiber Arrangement in 2005 and on African agriculture in the context of 
the Doha Round.  We are conducting a review of the Fund’s trade policy advice in the context of Fund-
supported programs.  Importantly, we have also intensified our coverage of market access issues in our 
multilateral and bilateral surveillance operations. 
 

The Fund’s Contribution to the Global Effort to Reach the MDGs 
 

Achieving the Millennium Development Goals is an ambitious undertaking, and there remains a 
good deal of room for stronger international cooperation to reach them.  The Fund is firmly committed to 
uphold its part of the two-pillar architecture of the Monterrey Consensus by providing financial and 
technical assistance focused on its core areas of expertise.  The PRSP approach serves as the operational 
framework for the two-pillar partnership, providing the central country-level vehicle for making progress 
toward the MDGs.  As such, the PRSP approach provides the framework for the countries’ 
macroeconomic reform programs supported by the Poverty Reduction and Growth Facility (PRGF).  

 
The Fund continues to pursue a broad agenda of work on low-income country issues, through 

surveillance, technical assistance, and financial support for reform programs.  And the Fund continues to 
refine its policies and procedures to ensure it makes the most effective contribution possible for helping 
low-income countries make progress toward achieving the MDGs.  In the next six months, our work 
program will focus on four main elements: 
 

• Aligning PRGF-supported programs and PRSPs; 
 

• Exploring what the nature of the Fund’s role in low-income member countries should be over the 
medium term; 
 

• Helping countries deal better with exogenous shocks; and  
 

• Implementing the enhanced HIPC Initiative and providing countries guidance on how to maintain 
debt sustainability. 

 
Aligning PRGF-Supported Programs and PRSPs.  The recent PRSP progress report and supporting 

background paper1 prepared by the Bank and Fund staffs found that there is evidence of wide-ranging 
progress in the development of the PRSP approach.  Recently-completed PRSPs have built on the lessons 
learned in earlier PRSPs, and countries that are more advanced in the process are successfully adapting 
and implementing their strategies.  Full PRSPs have been completed for 32 countries, and interim PRSPs 
for another 21 countries.  
 

The PRSP is an instrument charged with multiple objectives that can often conflict, posing difficult 
challenges for low-income countries.  The wide range of proposals and multiple demands coming out of 
the participatory process can result in a lack of prioritization.  Moreover, ensuring that the PRSP meets 
                                                 
1 Poverty Reduction Strategy Papers―Progress in Implementation (SM/03/279, August 8, 2003), and Poverty 

Reduction Strategy Papers―Detailed Analysis of Progress in Implementation (SM/03/279 Supplement 1, August 
8, 2003). 
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the expectations of the international community can conflict with country ownership.  This is further 
complicated by the need to improve donor alignment and harmonization around national strategies.  
Countries’ abilities to manage the tensions in the process will depend crucially on building technical and 
administrative capacity, which will inevitably require time and donor support.  Countries will also need to 
make tough decisions in prioritizing competing demands.  Development partners, for their part, will need 
to support and respect country priorities in sequencing their own advice and assistance.  

 
For the Fund, an area of particular concern is how countries can strike the right balance in PRSP 

macroeconomic frameworks between the ambition necessary to make progress in reaching the MDGs and 
the need for a realistic framework for short-term macroeconomic and budgetary policies.  In 
implementing PRSPs, countries are now confronting the problems that arise from trying to link PRSPs to 
the national budget process and are working to ensure that public expenditure management tools are 
sufficiently advanced to support PRSP implementation.  

 
In the coming months, the Fund will be focusing intensively on:  
 

• Helping design macroeconomic frameworks that are ambitious but realistic; 
 

• Helping governments to synchronize the PRSP and budgetary cycles to strengthen the links 
between the poverty reduction strategy and governments’ policy development and 
implementation procedures; 

 
• Providing technical assistance, especially to strengthen national budgetary processes and public 

expenditure management; and 
 

• Working with donors to improve donor coordination and alignment of donor –supported 
programs with PRSP objectives. 

 
Role of the Fund in Low-Income Countries over the Medium Term.  The IMF Executive Board 

recently initiated a process of considering how the Fund can best support low-income member countries, 
including how the Fund can best contribute to the global effort toward achievement of the Millennium 
Development Goals (MDGs).2 This discussion has been partly prompted by the changing circumstances 
facing low-income countries.  Many low-income countries have made significant progress toward 
achieving macroeconomic stability and their rates of economic growth have increased.  But these 
achievements remain fragile, and a key challenge will be creating the conditions for sustained high rates 
of growth.  
 

There are several general principles that will guide the Fund’s work with low-income member 
countries.  First, the Fund needs to remain engaged in these countries over the long term to help them 
address the macroeconomic and institutional challenges they face.  As noted above, the Fund’s support 
will continue to embrace the principles of the PRSP process and support for the MDGs.  The Fund will 
focus on its core areas of competence, while ensuring that its work complements the work of the World 
Bank and other developmental institutions.  The overall objective of Fund policy advice, as well as 
technical and financial assistance, will be to help low-income members move to a point where they can 
rely predominantly on private sources of financing.  Finally we recognize that sustained improvements in 
low-income member countries’ economic outcomes depend significantly on the policies of the rest of the 
Fund membership.  In its surveillance activities, the Fund is intensifying its focus on the implications of 
policies of the major economies for global growth and poverty reduction. 

 
                                                 
2 Role of the Fund in Low-Income Countries Over the Medium Term—Issues Paper for Discussion (SM/03/257, July 

22, 2003).  
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The Monterrey Consensus recognizes that development partners have complementary 
responsibilities toward low-income countries, and that there are clear advantages to specialization.  These 
principles for the Fund’s work suggest that its role should predominantly be directed to: establishing 
macroeconomic frameworks that can support sustained high growth; identifying and helping countries 
manage sources of macroeconomic vulnerability; and strengthening institutions and policies that underpin 
sound macroeconomic management.  In particular, the Fund will work to improve the design of PRGF-
supported programs so that macroeconomic frameworks are geared toward the higher growth needed to 
make significant inroads in reducing poverty and are appropriately flexible in dealing with higher aid 
flows.  Furthermore, we need to help low-income countries deal better with exogenous shocks and 
provide the support they need (see below). 

 
Some evolution may also necessary in the Fund’s existing instruments to support its low-income 

country members:  
 

• For post-conflict countries, the Fund provides Emergency Post Conflict Assistance, which is 
subsidized from a special trust fund.  In some cases in the past, countries have moved too quickly 
from to PRGF-supported programs.  We therefore need to consider whether longer bridges are 
needed to ensure that technical assistance and capacity-building are strengthened before countries 
move to PRGF-supported programs. 

 
• For countries early in the stabilization phase, PRGF-supported programs are likely to be adequate 

to support their needs, but the nature of these programs and the extent of Fund financial support 
are likely to change as macroeconomic stabilization and the support for reforms become more 
entrenched. 

 
• For countries with track records of sustained macroeconomic stability, Fund involvement should 

focus more on building the institutions necessary for them to move toward increased reliance on 
domestic and external private sector financing.  However, the mix of financial support, 
surveillance, and technical assistance for these countries has to be carefully considered so that 
country needs are met, both in terms of Fund advice and the support of other donors.  
 
It is also important to underscore the limitations of Fund involvement.  As the Fund refocuses its 

work on its core areas and macro-critical structural issues, it is necessary to ensure that reforms outside 
the Fund’s areas of expertise, but no less critical for promoting private sector development and growth 
(such as the recognition and enforcement of property rights) proceed apace.  Thus, there is a need for 
continuing the work on collaboration with the World Bank and other development partners.  
 
  On the financing side, the Fund has neither the capacity nor the mandate to contribute to the long-
term flow of resources needed by its low-income member countries to meet the MDGs.  Its financing role, 
consistent with its mandate, is to provide temporary financing to ease the burden of adjustment while 
macroeconomic imbalances are being addressed.  While this may be a longer adjustment in low-income 
countries than in middle-income countries in the midst of a financial crisis, the Fund needs to be selective 
and must be willing to step back in cases where there have been successive Fund-supported programs and 
consider whether it is appropriate to continue such support. 
 
In the coming months, the Fund will make an effort to reach out to bilateral and multilateral donors, low-
income country officials and civil society organizations to discuss its role in low-income member 
countries. 
 

Helping Countries Deal Better with Exogenous Shocks.  Exogenous shocks, such as natural 
disasters, terms-of-trade shocks, and conflicts or crises in neighboring countries, can have a significant 
adverse impact on developing countries’ growth, poverty, macroeconomic stability, and debt 
sustainability.  Low-income countries are particularly vulnerable to exogenous shocks, as they have a 
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higher incidence of shocks compared to other developing countries and tend to suffer larger damage 
relative to GDP when shocks occur.  

 
Countries can mitigate the impact of shocks through better preparation, and better policy 

responses, supported by the timely availability of external financial assistance.  However, many low-
income countries have limited capacity to build up cushions of reserves and fiscal resources as a buffer 
against shocks, and limited access to affordable market insurance.  Therefore, timely external financial 
assistance can play an important role in helping countries mitigate the effects of shocks.  Recent research 
indicates that external assistance is especially effective following a shock, and avoids the diversion of 
other resources from development purposes.  

 
The Fund has an important role in providing countries with macroeconomic policy advice on how 

to prepare for shocks and how to respond once a shock hits.  More systematic attention needs to be paid in 
both surveillance and program contexts to help countries devise policies to prepare better for shocks.  The 
Fund can also help countries devise policies to respond to shocks, including helping select an appropriate 
mix of adjustment and financing.  Moreover, it can play an important catalytic role by alerting donors 
when a country may have unaddressed needs for financing, particularly in the case of “silent crises,” such 
as commodity price shocks. 

 
While grant assistance is generally more appropriate after a shock, the Fund can provide fast-

disbursing balance of payments assistance when there is an unmet need and donor assistance is not 
immediately forthcoming.  The Fund has a number of instruments that can be used to provide financial 
assistance in response to shocks, but use of these instruments has been relatively limited and most are 
currently only available on GRA terms.  In the coming months, consideration will be given to how the 
Fund’s response can be made more consistent and whether the terms of the Fund’s instruments targeted to 
financing shocks can be made more appropriate for low-income countries, with a follow-on Executive 
Board discussion expected by the end of this year. 

 
The Enhanced HIPC Initiative and Debt Sustainability.  Progress is being made in implementing 

the enhanced HIPC Initiative, albeit more slowly than earlier expected.  To date, 27 of the 38 potentially 
eligible HIPCs have reached their decision points and eight of these have reached their completion points. 
The most recent countries to pass HIPC milestones were Benin and Mali, which reached their completion 
points earlier this year, and the Democratic Republic of Congo, which reached its decision point in July. 
As of July 2003, 11 of the 19 countries in the interim period between the decision and completion points 
were performing satisfactorily under PRGF-supported programs, and another four were working towards 
resuming their programs.  The remaining four countries in the interim period need more time to establish 
an adequate performance record.  Most countries have also made progress in the completion of social and 
structural completion triggers.  Most of the 11 countries which have not yet reached the decision point 
have had conflict or arrears problems, but a few may be able to start establishing a policy performance 
record by the end of 2004.  Where conditions have been conducive, the Fund has remained engaged in 
these countries, either by providing Emergency Post-Conflict Assistance or by helping put in place staff-
monitored programs to help build adequate capacity to move to a PRGF-supported program.  
 

The 27 countries which have reached decision point account for the large majority of the total 
expected relief for the 34 HIPCs for which data are available.  This assistance, together with traditional 
debt relief and bilateral assistance, will cut the stock of debt for these countries by about two-thirds in net 
present value terms, or to levels comparable to other developing and low-income countries.  In addition, 
by 2001, the average debt-service-to-export ratio for HIPCs had already fallen to below the corresponding 
ratio in other low-income countries.  The resulting savings have contributed to a substantial increase in 
poverty-reducing expenditures.  There is also evidence that debt relief to the countries that have reached 
their decision points has been additional to other forms of financing, as both gross and net resource flows 
have increased in the period from 1997-2002, thereby restoring external financing to the levels of the 
early 1990s.  



 19

The purpose of the enhanced HIPC Initiative is to reduce the burden of eligible countries’ 
external debt, thereby creating a basis for achieving debt sustainability.  However, the Initiative alone 
cannot ensure long-term debt sustainability: this requires that sound economic policies be followed in the 
context of good governance, and that the amount and terms of new financing be consistent with countries’ 
debt-servicing capacity.  The Fund’s Executive Board has already held a preliminary discussion of the 
issues to be resolved in assessing and maintaining debt sustainability, including in countries that have 
reached their HIPC Initiative completion points; Fund staff have been exploring these issues more widely 
in close collaboration with the World Bank and in consultation with other interested parties.  The aim is to 
devise a framework as the basis for advice to low-income countries and their creditors.  The framework 
will need both to be consistent and take account of a range of indicators and country-specific 
circumstances.  A joint paper is being prepared for discussion by the Boards of both the IMF and World 
Bank. 
 
The Agenda Ahead.  In summary, the key areas where evolution in the Fund's role in helping low-income 
countries achieve the MDGs is needed are as follows: 
 

To improve the design of PRGF-supported programs to ensure that macroeconomic frameworks 
are geared toward the higher growth needed to make significant inroads in reducing poverty and that are 
appropriately flexible in dealing with higher aid flows. 

 
To help countries address institutional and governance issues critical to more rapid private sector 

development.  This will require even closer collaboration with other development partners, in particular 
the World Bank. 

 
To help countries better deal with exogenous shocks and provide the support needed—policy 

advice, technical assistance and temporary financial support—to help them put in place macroeconomic 
policies needed to help reduce their vulnerability to shocks. 

 
To ensure that we have the right set of instruments to help our low-income member countries 

meet their objectives over time and facilitate their transition to a point where they can move beyond 
sustained Fund financial support.   

 
To explore further the ways, in collaboration with the Bank, to help strengthen the design and 

implementation of countries’ financing strategies to improve debt sustainability, beyond the enhanced 
HIPC Initiative. 

 
Monitoring Policies, Actions and Outcomes Needed to Achieve the MDGs 

 
At the April 2003 meeting, the Development Committee reiterated its commitment to monitoring 

policies and actions of both developing and developed countries and of development agencies to enable 
rapid progress towards achieving the MDGs.  The current discussion on global monitoring focuses on 
developing an inter-agency monitoring architecture, as well as on establishing a coherent global 
monitoring work program for developing and developed countries and for international financial 
institutions.3 

 
The present work program is focused on the preparation--jointly by the Bank and the Fund--of the 

Global Monitoring Report (GMR) for issue in March/April 2004.  For developing countries, three key 
tasks are identified in the report.  First, a number of existing country policy assessments by various 
institutions should be upgraded.  Second, efforts are underway to develop policy monitoring indicators for 
                                                 
3 Global Monitoring of Policies and Actions for Achieving the MDGs and Related Outcomes: Implementation 

Action Plan (SecM2003-0013). 
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achieving the MDGs in the three key areas - private sector development, public sector governance, and 
human development.  And finally, the Bank and the Fund are improving collaboration with the United 
Nations on MDG-related research. 

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
The Report of the Executive Board to the IMFC on Quotas, Voice and Representation 

summarizes the status of discussions on the two tracks on which the issue of enhancing the voice and 
participation of developing and transition countries is being pursued: quotas and related topics, and 
administrative and capacity-building measures.  

 
In January 2003, the Board of Governors concluded the Twelfth General Review of Quotas with 

no increase in quotas, and resolved that measures to improve the distribution of quotas and voting power 
will be considered during the period of the Thirteenth General Review of Quotas.  At a recent meeting of 
the IMF Board, most Executive Directors saw merit in a package of  measures that would involve changes 
in quotas and voting power in the context of the next general increase in IMF quotas.  Further consensus 
building efforts amongst our members are needed at this point.  

 
There has also been concern about the excessive workload of Executive Directors for large, 

multi-country constituencies, in particular, the constituencies involving a large number of program 
countries.  Therefore, new rules have been agreed to expand the staffing of these offices.  There are a 
number of other proposals underway to help enhance capacity in Executive Directors’ offices, including 
clarifying the qualifications and duties of staff of the offices of Executive Directors, additional training 
for Executive Directors’ new staff, and use of new technology to facilitate close and effective 
communication with authorities in capitals. 
 
Conclusion 
 

Development partners must redouble their commitment and efforts to do what is needed to make 
decisive progress towards the MDGs.  The Fund is working hard to make an effective contribution, but its 
role is necessarily limited to its areas of responsibility.  Ultimately, good development outcomes will 
require accelerated growth and a stronger focus on the needs of the poor in the development process. 
National efforts to this end must be reinforced by generous and wide-ranging support by the international 
community. 

 
 

Highlights of Ministerial Statements 
 

Statement by Mr. Trevor Manuel, Chairman of the Development Committee and Minister of 
Finance of South Africa 
 

This meeting comes at critical juncture, amid many uncertainties.  The current global economic 
outlook, with signs of both modest economic upturn and persistent downside risks, highlights the need for 
reflection and resolute action on the part of developed and developing countries alike to advance the 
Monterrey Consensus and move toward achieving the Millennium Development Goals (MDGs).   
Ministers welcome the opportunity to discuss the status of the commitments made at last year’s Financing 
for Development Conference at Monterrey and the role of the Bank and the IMF in advancing the 
Monterrey agenda. 
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

Experience shows that sound economic policies, combined with good governance, good business 
climates, access to developed country markets, inclusive social policies, and effective external aid, 
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produce positive results.  However, the findings of the analytical work conducted by the Bank indicate 
that even with improved policies, few countries will achieve the MDGs by 2015.  Ministers generally 
agree that a substantial increase in official development assistance (ODA), well beyond existing 
commitments, is essential for any meaningful attempt to achieve the MDGs.  The donor community will 
have to confront this challenge if the Monterrey Consensus is to be successful.  At the same time, 
ministers stress the need to help developing countries improve domestic resource mobilization, which 
they view as the only sustainable source of development financing.  
 

With respect to increasing the effectiveness of aid modalities, ministers concur that development 
assistance should be much more timely and predictable, should cover incremental and in some cases 
recurrent financing needs, and should be provided in ways most useful to developing countries.  Ministers 
urge developed countries to improve aid effectiveness by aligning aid flows to poverty reduction strategy 
papers (PRSPs) and other country-owned development strategies, devising conditionality derived from 
these strategies, increasing the proportion of aid that is available for program expenditures, and 
accelerating the harmonization of requirements for disbursement, monitoring, and reporting.  At the same 
time, ministers encourage developing countries to improve public expenditure management and other 
standards of accountability.  
 

The ODA strategies adopted to date, including concessional financing, are inadequate and in need 
of modification.  Some ministers note the disquieting trend of negative net flows from the World Bank in 
the past two years and urge the Bank to aid the least-developed countries through net positive financial 
flows.  Some suggest increasing the use of grants, particularly in education and health, in order to avoid 
lending to countries with unsustainable debt burdens.  Several ministers also call on developed countries 
to support faster progress toward the MDGs in low-income countries with weaker policies and 
governance (LICUS-type) and LICUS countries emerging from conflict.  Some ministers welcome the 
idea of an International Finance Facility (IFF), as a way to substantially increase the resources available 
to meet the MDGs.  Ministers urge the Bank to further streamline its procedures and promote donor 
harmonization and coordination.  A critical next step is the adoption of monitoring indicators of progress 
on harmonization.  
 
Enhancing Voice and Participation of Developing and Transition Countries 
 

Ministers welcome the continuing discussion of voice and participation as an important element 
of the Monterrey Consensus.  They note important progress in enhancing the voice of developing and 
transition countries in the Bank’s operations, mainly through improved ownership of key processes that 
form the framework of Bank lending, such as the PRSP and CASs.  They broadly concur with the 
proposals put forth in the progress report, such as increasing staff diversity, strengthening administrative 
and technical capacity in Executive Directors’ offices, and decentralizing Bank staff and offices to the 
regions.  However, they acknowledge that much more needs to be done and that enhancing voice will 
require continued effort on a range of issues.  
 

Areas with potential for improvement cited by ministers include: enhancing the voice of IDA 
recipients and the IDA Board in determining IDA’s lending policies, while adhering to the Association’s 
governance structure; and strengthening borrower participation in IDA-14 Mid-Term Review and IDA-14 
Replenishment negotiations.  They welcome plans to expand secondment of staff from developing and 
transition countries and recommend developing an action plan on secondment, covering financing, 
capacity building, and linkages with the Bank’s diversity initiative.  Ministers suggest recruiting more 
candidates from developing countries into the Junior Professional Associates program and call for 
increased transparency and staff diversity within the Bank and the IMF.  
 

Ministers broadly support an increase in basic votes to the original level of 11 percent as a viable 
option for increasing the voting strength of developing and transition countries.  
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They support the proposal to encourage developing countries that have not subscribed to their full IDA 
allocation to do so.  Several ministers welcome the creation of a trust fund to help some countries fund 
subscription payments if necessary.  They also support the intention to establish an Analytical Trust Fund 
to fund research and policy analysis for some Executive Directors.  
 

Ministers recognize that consideration of far-reaching structural changes in voting rights and 
capital structure will require time and that further analysis of the advantages and disadvantages of 
potential changes in these areas is needed to help build the necessary political consensus.  
 
Progress Report on Trade 
 

Ministers strongly agree that trade liberalization is more efficient than ODA at reducing poverty 
and promoting economic growth, and that achieving progress on the ongoing Doha trade round should be 
a top priority of the international community.  Ministers commend the commitment of the Bank and the 
Fund to scale up their involvement in support of the trade agenda, in particular the Bank’s recent initiative 
to help countries take advantage of market opportunities.  While expressing disappointment at the 
collapse of the recent WTO Ministerial Conference in Cancun, several ministers stress that this setback 
should not weaken resolve to build an open trading system.  Some ministers point out that the meeting 
also highlighted critical issues and avenues that will ultimately lead to increased trade liberalization.  
 

In view of the finding that eliminating trade distortions could increase world income by some 
US$500 billion and lift 140 million people out of poverty, ministers strongly emphasize the need for 
developed countries to do more to promote policy coherence, liberalize their markets, and eliminate trade-
distorting subsidies, particularly in agriculture, textiles, and labor-intensive manufactured goods.  Many 
ministers are of the view that unless progress is made in resolving differences in this critical area, the 
potential for global economic growth and poverty alleviation will continue to be constrained by narrow 
interests at the expense of everyone else in the developed and the developing world.  Restoring the 
confidence of developing countries is critical.  In the opinion of one minister, WTO member states should 
propose initiatives to break the current impasse. 
 

Developing countries also have vital roles to play in advancing the trade agenda by addressing 
“behind the border” issues, such as trade capacity building and improving the legal, administrative, 
financial, and customs/transport frameworks, to ensure that domestic production responds to new 
opportunities.  They urge the Bank and the Fund to provide assistance to reinforce the capacity of 
developing countries in this area.  Some ministers also call on developing countries to further open their 
markets in order to reap the benefits of the trading system.  
 

Ministers broadly agree that the Bank’s focus for the next three years should be on supporting 
improved coherence between development and trade policies of developed countries; supporting trade 
policies in developing countries that take advantage of trade to drive productivity growth and poverty 
reduction; and undertaking analyses and consultations that facilitate a successful pro-poor outcome of 
global trade negotiations.  
 
Global Monitoring Policies and Actions for Achieving the MDGs and Related Outcomes  
 

Ministers welcome the monitoring initiative and commend recent activities to put in place a 
framework for assessing progress in implementing commitments to achieve the MDGs.  Ministers stress 
the importance of strengthening developing-country capacity to compile and analyze statistics, and 
making available a comprehensive MDG-related data base.   
 

Many ministers stress the importance of monitoring the activities of developed as well as 
developing countries.  Proposals include the development of a comprehensive measure of trade 
protection, with emphasis on policies related to agricultural products, product standards, and subsidies, 
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and on changes in market access derived from developed country agricultural policies; the development 
of a matrix to measure progress on crisis prevention and resolution and on reducing the volatility of 
capital flows to developing countries; and indicators to monitor pollution in developed as well as in 
developing countries.  A minister proposes that all developed countries draw up annual MDG-8 reports 
describing their progress in the area of policy coherence for development, which would highlight progress 
and new initiatives in aid volume and effectiveness, debt sustainability, and market access for developing 
countries.  
 

Several ministers also call for a candid assessment of IFIs and multilateral and bilateral donor 
activities, to be conducted by peers as well as clients.  A minister commends the Bank for its ambitious 
results orientation, which he said should extend to Bank lending for budget support.  To advance this 
agenda, he asks the Bank to disclose the performance rating system it uses to allocate resources to poor 
countries, to tie staff performance incentives to development outcomes, and to conduct an external 
performance audit of IDA-13 results.  
 

Ministers welcome the work program underway to upgrade the Country Policy and Institutional 
Assessment (CPIA) methodology and increase the transparency of its application.  One minister urges the 
Bank and member countries to agree on disclosing CPIAs, while another minister cautions against such 
disclosure in countries where it could adversely affect their access to capital markets.  With respect to 
metrics and data in key policy areas, some ministers welcome the inclusion of infrastructure and anti-
corruption efforts in the list of indicators.  
 
PRSP Progress Report 
 

Ministers welcome the steady increase in the number of countries completing PRSPs, their 
growing emphasis on growth-oriented policies, and the recognition of the central importance of country 
ownership to their effective implementation.  Ministers strongly endorse the further development of 
PRSPs, which they consider to be the key means of improving developing countries’ planning of their 
social and development priorities, of engaging civil society in the process, and of increasing country 
ownership of the resultant development strategy.  Some ministers note, however, that the PRSP process 
has become unwieldy, slow to adjust to shocks that invalidate projections in the strategy, and too distant 
from expenditure decision and budgetary processes.  They encourage a focus on practicality and 
operational utility in the development of PRSPs, so that countries’ practical needs take precedence over 
elaborate international standardization. 
 

Ministers agree that the focus should now be on implementation of the strategies rather than 
preparation.  They applaud the significant achievements of the PRSP process, including increased popular 
participation and better integration of government policies, but note that outcomes to date have not been 
uniformly positive.  Emerging challenges include the need for more reliable data; the need to identify 
potential sources of growth; better linkage between medium-term expenditure frameworks, budgets and 
PRSPs; the need to accelerate the pace of donor harmonization; and strengthening the link between 
PRSPs and the longer-term MDGs.  
 

Ministers underline the important role of the Bank and the IMF in strengthening the PRSP 
process.  Some ministers are encouraged by the recent commitment from the IMF to improve the 
alignment of its programs with country-led processes, and by the Bank’s willingness to participate in 
multi-donor initiatives and to assess the poverty and social impact of key reforms.  A key challenge 
moving forward will be improving policy analysis of growth and shocks and distributional analysis of 
macroeconomic policies.  In order to enhance the effectiveness of the PRSP approach, ministers stress the 
need to monitor the performance of donors and developing countries and to feed back the results into 
future PRSPs. 
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Progress Report on HIPC Initiative 
 

Ministers broadly welcome the progress achieved with the HIPC Initiative, including the 
increasing number of countries that have reached the decision point for debt relief, and the progress in 
encouraging more creditor countries to participate, which they deem vital in the process of securing the 
participation of all creditors in HIPC.  At the same time, ministers note that progress in reaching the 
decision point and completion point has not been as fast as expected.  The global economic slowdown 
increases the risk that countries will not be exiting the HIPC Initiative with sustainable debt levels, and 
that those countries that have already reached the completion point may see their debt return to 
unsustainable levels.  Some ministers stressed the importance of ensuring that additional voluntary relief 
provided by bilateral donors is truly additional to any “topping up” of debt relief.   
 

Over the long term, ministers stress the importance of ensuring continued debt sustainability 
while enabling countries to finance their poverty reduction strategies; the need to generate sufficient 
growth to reduce the debt-service ratio by raising exports; and the need for all creditors to participate in 
the debt-relief process.  Ministers add that debt relief alone cannot guarantee a sustainable debt situation; 
broader issues, such as governance, and economic and structural policies need to be addressed.  
 
Implementing the World Bank Group Infrastructure Action Plan 
 

Ministers universally endorse the Bank’s renewed emphasis on infrastructure, given its vital role 
in growth, poverty reduction and social service delivery.  They commend the action plan’s realistic 
proposals and its description of the complex linkages between infrastructure and the MDGs.  Given the 
huge unmet demand for basic services, they stress the need to use a broad and flexible array of 
instruments to catalyze reform of the domestic policy environments, and to leverage financing from all 
sources—public and private, domestic and international, concessional and commercial.  However, they 
stress that future lending should be aligned with PRSP objectives and should support linkages between 
infrastructure and economic and social development.  They emphasize the importance of ensuring 
maintenance as a prerequisite for any infrastructure investment.  And they underline the need to focus on 
the policy and institutional environment, and to analyze the links between infrastructure, economic 
growth and poverty reduction.  
 

Ministers also commend the Bank’s attention to following up on the Camdessus Panel report on 
“Financing Water for All.” In view of water’s importance for development in Africa, a minister asks the 
Bank to provide adequate human and financial resources toward helping countries with project 
preparation and implementation, and to finance studies on the development and management of water 
resources.  Another minister asks how the Bank proposes to finance water infrastructure, which was not 
addressed in the paper.  
 

Other Issues 
 
The Middle East 
 

Ministers find it fitting that these meetings should be held in the Middle East, currently the focus 
of much of the world’s attention.  They note that while there has been considerable economic and social 
progress in the Middle East in the past 20 years, a significant number of people in the region remain in 
poverty.  Further progress is put at risk by continued conflict and by the risk that governments may not 
take forward the reforms needed to ensure growth.  Moreover, trade performance of non-oil exports has 
lagged behind other regions of the world.  A minister calls on developed countries to move swiftly to 
remove tariff barriers, while he urges Middle Eastern countries to reduce high tariff barriers impeding 
trade.  
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Supporting Iraq and Afghanistan 
 

Ministers note that the need for assistance to Iraq and Afghanistan is urgent, and that combined, 
sustained efforts are needed to break the cycle of poverty and oppression in these countries.  They 
commend the Bank’s contribution to reconstruction and recovery in Iraq through its work on a social and 
economic needs assessment and the establishment of a trust fund as a channel for donor support for the 
country’s future development.  They also applaud the contributions of the Bank and other donors in the 
reconstruction of Afghanistan and urge them to increase and expedite their assistance.  
 
The Role of ODA in Promoting Peace and Security  
 

Some ministers are of the view that the relationship between peace, security, and development 
should be part of the debate on ODA, since security is a necessary precondition for sustainable 
development.  They welcome the Bank’s efforts to learn more about the relationship between conflict and 
development and to put its conclusions into practice through arrears clearance, grants for post-conflict 
countries, and research on violence and conflict in developing countries.  They encourage the Bank to 
strengthen its work on post-conflict issues, including broadening the regional approach to conflict 
prevention and resolution and formulating and implementing effective development strategies in LICUS 
countries.  
 
Anti-Money Laundering and Combating the Financing of Terrorism   
 

A minister welcomes the Bank’s contribution to efforts to combat money laundering and the 
financing of terrorism (AML/CFT) and looked forward to further work in this area.  He adds that the joint 
Bank/Fund/FATF pilot project for assessing country compliance with international standards for 
AML/CFT should become a permanent part of IFIs’ oversight and surveillance of financial systems.   
 
World Bank Administrative Budget  
 

A minister calls on the Bank to increase the transparency of its administrative budget and its 
focus on strategic priorities.  
 
Remittances 
 

A minister notes the crucial role that remittances play in economic development, with recorded 
flows exceeding ODA.  He urges IFIs to devote resources to a systematic analysis of remittance issues, 
and welcomes the Bank’s recent draft report creating a framework for estimating the magnitude of 
remittance flows and examining incentives for using informal systems.  
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Prepared Statements Circulated by Members 
 
Statement by Mr. Ibrahim Al-Assaf, Minister of Finance (Saudi Arabia) 
 

It gives me great pleasure to participate in this historic first meeting of the Development 
Committee in this region, whose countries are implementing wide-ranging economic reforms to prepare 
for the opportunities and challenges of the 21st-century.  We look forward to share the lessons of this 
experience with our international partners, drawing upon our conviction that international cooperation is a 
valuable common objective. 
 

I would like at the outset to commend the World Bank for its active role in helping the Palestinian 
people, living under occupation in the West Bank and Gaza, to cope with the hardships they face and 
improve their living standards.  I pay special tribute to the Bank staff who are working to make a 
difference under difficult circumstances.  I also note the constructive role played by the Bretton Woods 
institutions in positioning themselves to assist the people of Iraq in the task of reconstruction and 
development.  Success in both the West Bank and Gaza and in Iraq, while challenging, is nonetheless 
essential to stability and development in our region and beyond. 

The June meeting of the G-8 countries showed welcome signs of progress on the political and 
policy fronts.  I particularly welcome the enlarged participation by a number of developing countries, 
including Saudi Arabia.  I look to further cooperation in the future.  This indeed would be timely given 
the current multilateral challenges, especially in the trade area.  The collapse of the trade talks at Cancun 
last week and the failure to reach agreement on key issues vital to developing countries including 
subsidies and other barriers to agriculture and non-farm trade, is very disappointing.  The advantages of 
trade liberalization, especially for agriculture cannot be stressed enough particularly due to their potential 
to reduce poverty and help win the race to achieve the MDGs: agriculture is where the poor are (70 
percent live in rural areas) and agriculture is where the protection is.  Unless progress is made in resolving 
differences in this critical area, trade and with it the potential for global economic growth and poverty 
alleviation will continue to be constrained by narrow interests at the expense of everyone else in both 
developed and developing countries. 

I now turn to the papers prepared for the Committee and on which our Chairman has asked us to 
comment. 

Supporting Sound Policies with Adequate and Appropriate Financing 
 

It is certainly the case that good policies combined with good governance, enhanced access to 
developed country  markets, and effective external aid will produce  positive results.  It appears 
appropriate  to draw  the broad conclusion that more and better directed aid would allow countries with 
“good” policies, to accelerate progress towards the Millennium Development Goals (MDGs).  I have 
noted the estimates of US$30 billion in additional aid needed annually, a near doubling of the US$16 
billion of incremental aid already “committed” by the donor community.  While these numbers are 
important, the focus should be on the main conclusions of the paper and on getting a better understanding 
of the existing commitments to provide aid by developed countries for achieving the MDGs and defining 
alternative scenarios of what developing countries could do if that aid does not materialize. 

 
Second, the emphasis on the changes needed in the modalities of additional aid rightly reflects 

the asymmetry in power and influence between developed and developing countries in setting the 
development agenda.  The structure of the MDGs attests to this imbalance: the first seven of them call for 
time bound reforms to be carried out by developing countries to achieve specified outcomes.  On the other 
hand, only one (MDG 8) calls for reforms on the part of developed countries that are not time bound and 
vague in terms of outcomes, including the policy on aid.  I therefore support the call in the paper to better 
define aid modalities that favor predictability, harmonization, and the need to take account of individual  
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country conditions.  I commend this improvement but believe that the proposed reforms could be better 
defined by outlining a time bound action plan of policy changes that will be carried out by developed 
countries. 

 
Third,  I share the view that trade is as important as aid for achieving the MDGs.  The latest 

estimate of income gains to low income countries from feasible trade reforms, for as much as US$60 
billion, confirms the importance of access to developed country markets, and the role that trade reforms 
can play, relative to aid, in achieving the MDGs.  With full liberalization, including removal of the 
US$300 billion in subsidies that industrial countries lavish on their shrinking farm populations as well as 
tariffs on some agricultural products that are as much as 900 percent, world  income could increase by 
over US$500 billion and raise an additional 140 million people out of poverty.  Greater emphasis is 
certainly needed on the role of trade.  Better integration of trade issues into the development and growth 
paradigm, and  mainstreaming trade reforms in PRSPs and CASs, is much needed. 

 
Finally, I note that several key gaps are identified in the PRSP process including the need to 

better assess the linkages between interventions and outcomes inherent in the budgeting process.  
However, no accountability is established for this reform.  Further, the Bank and the Fund need to 
continue their efforts to strengthen the technical capacities of developing countries to deal with these 
issues. 

Enhancing Voice and Participation of Developing and Transition Countries 
 

At the last Committee meeting we asked for an update on this issue elaborating on “options with 
a potential for broad support”.  My comments on this paper are in line with this specific request.  First, on 
measures where there is broad support: 

• Country Ownership and Perspectives in the Bank’s Work : this measure reflects the feeling of 
shareholders that the issue of Voice goes beyond voting and capital structure.  I agree with the 
consensus on this issue and the importance of decentralization, transparency, openness  and country 
ownership to enhance the quality of participation of developing countries in the design and 
formulation of PRSPs and CASs.  Similarly,  I encourage management’s intentions to enhance 
diversity (in the make-up of middle and senior Bank management) as a critical step to enhance the 
voice of developing countries.  In this respect   I also look forward to more specific actions, including, 
as we have stated many times, improving the representation of Arab nationals.  

• Enhancing Capacity in the Executive Directors’ (EDs’) offices:  I endorse these efforts and note the 
steps being taken to recruit additional staff in the offices of EDs with 20 or more member countries, 
enhance training for all EDs’ offices, especially those from developing and transition countries, and 
to improve communications with capitals.  I also welcome the “preliminary work” being carried out 
on proposals for capacity building measures at the country level,  including in-country networking 
and communications building, and the recognition that some need more work before moving beyond 
the pilot stage.  The proposal for secondment of staff from developing and transition countries to the 
Bank is an option that deserves serious consideration.  It is a realistic and substantive option for 
enhancing developing country perspectives in the Bank.  An action plan with broad support for the 
secondment option should be defined, including financing, capacity building, and linkages with the 
diversity initiative mentioned above.  

 
• IDA voting and capital structure: I support the proposal encouraging developing countries that have 

not subscribed to their full IDA allocation to do so.  I also support the proposal for further enhancing 
participation of borrowing countries in the IDA-14 replenishment negotiations. 
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Second,  my views on measures that lack broad support: IBRD Voting Structure and Capital 
Stock.  Under the circumstances, although there is some interest in this option, it is clear that the potential 
for broad support does not exist.  We need to wait several years for the outcome of the IMF’s 13th General 
Review of Quotas before any consideration can be given to this option.  In the circumstances it would not 
be productive for us to dwell further on the implications of a shift in the voting structure. 
 

Background Papers 
 

Implementation Report on Monitoring Policies, Actions and Outcomes Needed to Achieve the MDGs   

I welcome this progress report en route to the main 2004 Monitoring report set for next Spring.  It 
is clear that the implementation agenda is complex and attention must remain focused on the purpose of 
monitoring—that is, to reinforce  accountabilities and identify priorities for action.  I  have three points to 
make here.  First, as have been stated in the past, further work needs to be done on the methodology of the 
CPIA to improve its transparency as a measure of country performance.  I also caution against extending 
the use of this instrument for countries where it could adversely affect their access to capital markets. 
More broadly, the Bank needs to take the necessary steps to ensure that its use and public disclosure of 
indices such as the CPIA does not put it in the undesired position of a rating agency.  I would also like to 
ensure that Bank management will observe the disclosure policy of other institutions (IMF, WTO etc.) in 
reporting information derived from these sources.  

Second,  I support the  proposed research agenda but believe it is somewhat ambitious to raise the 
expectations that on-going research will in the near future be able to establish the link between policy 
interventions and outcomes. 

Finally, on the architecture for monitoring MDGs, there are issues of governance that need 
resolution.  For example to make the process of achieving the MDGs truly country-led,  there is a need to 
see  developing countries play a greater role in the monitoring process, which at the moment is being 
largely done by the multilateral agencies.   

PRSP Progress Report 
 

Although it is too early to arrive at any definite conclusions about the PRSP framework, the latest 
progress report identifies significant achievements as well as implementation difficulties.  As the report 
indicates, in  a number of cases PRSPs have stimulated popular participation, including from the private 
sector, and better integration of government policies.  In these cases the PRSP process encouraged 
learning and capacity building.  Outcomes have not been uniformly positive, however.  Too often PRSPs 
took overly long to prepare, were of uneven quality, and adopted unrealistic objectives, such as in relation 
to economic growth.  Further work is therefore needed to enhance PRSP credibility and ensure that it is 
informed by country conditions that impact on growth (such as investment climate and trade assessments) 
and management of public expenditures, so the PRSP can enhance local capacity instead of taxing it. 

 
Bank Group Infrastructure Implementation Action Plan 

I am pleased to note the current re-emphasis by the Bank Group on infrastructure, as evidenced 
by the recent Action Plan and the follow-up it plans to the recommendations of the World Panel on 
Financing Water Infrastructure.  We have long stressed the importance of infrastructure in facilitating 
economic development and regretted the decline in infrastructure lending in recent years.  I welcome the 
proposed emphasis on greater responsiveness to country demand, on rebuilding sector knowledge, and  on 
maximizing leverage.  Given the importance of water to the Middle East region, I also support renewed 
emphasis on financing water infrastructure by facilitating  engagement across the public-private spectrum. 
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In conclusion,  I  welcome the recent increase in Bank lending to the MENA region.  But this 
falls far short of this region’s needs.  The Bank could do more and should make every effort to do so. 
 
 
Statement by Baroness Valerie Amos, Secretary of State for International Development, and 
by Mr. Gordon Brown, Chancellor of the Exchequer (United Kingdom) 
 

It is appropriate that these Annual Meetings should be held in the Middle East, which is currently 
the focus of much of the world’s attention.  This is also a region where, despite much economic and social 
progress over the last twenty years, there are still significant numbers of people living in poverty, the 
reduction of which is at the heart of the World Bank’s mandate.   

 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

The UK has long argued that considerable additional resources will be needed if the international 
community is to meet its commitment to the Millennium Development Goals (MDGs).  We therefore 
welcome the work carried out by the World Bank to estimate the existing financing gaps of individual 
countries, and the additional aid flows which could be absorbed where countries are implementing sound 
policies. 

 
It is clear that there is, indeed, an urgent need to find ways of increasing available resources both 

in the medium and longer-term, if we are to meet the challenge of sustainable poverty reduction.  Already 
the Bank estimates that a near doubling of the additional commitments made at Monterrey could be used 
immediately, some US$30 billion annually.  And as Bank staff themselves have made clear, even this is 
an under-estimate of the resources required, with substantially more likely to be needed in the short-
medium term, with a current estimate of at least US$50 billion annually.  It is also clear that a greater 
share of these resources will need to be provided in a form that is predictable and able (where appropriate) 
to finance recurrent costs, in order to facilitate the development of sound and transparent expenditure 
frameworks over the medium-term.   

 
The UK’s proposal for an International Finance Facility (IFF) seeks to make a significant 

contribution to these objectives by both bridging this financing gap and providing immediate, predictable 
finance in grant and concessional loan form.  We will be asking the World Bank and IMF to do further 
work on this, and will be seeking to bring discussions about the proposal to a wider group of countries; 
and we will be taking this forward in Dubai.  It is also important to ensure that these additional resources 
are used in such a way as to maximize their impact.  We believe there is a valuable role to be played by 
the World Bank, together with other relevant institutions, in monitoring financing shortfalls at the country 
level and providing information to donors, so that global aid allocation patterns can respond adequately to 
financing needs.  We need to ensure that any country seriously addressing the MDGs does not fail due to 
lack of finance. 

 
Rising levels of development finance will underline the importance of improving aid 

effectiveness, a key requirement if we are to make progress towards the MDGS.  Developed countries 
will need to make increased efforts to align their programs behind country poverty reduction strategies, 
and harmonize their practices with other donors.  Increased effectiveness also involves giving developing 
countries committed to reform greater freedom to use their resources efficiently.  The UK has therefore 
untied all development assistance, and we encourage others to join us.  Developing countries will need to 
implement further reform in the governance and accountability of public institutions, and show leadership 
in encouraging donors to align their programs with poverty reduction strategies.   

 
We must also not lose sight of the efforts that we have already been making to deliver on the 

MDGs.  The UK government is committed to making the education Fast Track Initiative (FTI) work.  The 
revised framework emphasizes the importance of national education sector plans set within a wider 
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poverty reduction strategy.  We will work with this revised FTI initiative to fill education finance gaps, 
and we plan to increase spending on education to over £1bn over the next five years.  We will provide 
support bilaterally through our country programs, as well as multilaterally through the International 
Development Association (IDA) and the European Community (EC).  

 
Failure to meet the health challenges will impact on development, economic growth and the 

achievement of the other MDGs.  The UK recognizes the importance of adequate and sustainable 
financing to meet these challenges.  We have made a commitment to predictable multi-year funding to the 
Global Fund to fight AIDS, TB & Malaria, which represents a real opportunity for poor countries to 
expand and accelerate their response to the three diseases.  The tragedy of HIV/AIDS in particular is 
reversing the development gains of the past and we must address this issue as a matter of urgency.  We 
look forward to the High Level Forum on Health as an opportunity to scale up our efforts on health - to 
ensure we learn lessons around health systems reform, and to review the finance necessary to deliver a 
free basic health care package.  No person should be denied basic health care because they can’t afford it.   

 
Enhancing Voice and Participation of Developing and Transition Countries 

 
Another key element of improving the governance and accountability of public institutions is 

enhancing the voice and participation of developing and transition countries in the International Financial 
Institutions (IFI) themselves.  The UK has been a strong supporter of the ‘voice’ agenda in the Bretton 
Woods Institutions (BWI), and looks forward to a full discussion of the issues in Dubai.  We believe that 
enhancing voice will require continued effort on a range of issues, and welcome the recognition from both 
other shareholders and the institutions themselves that further work in this area is necessary.  While 
progress has been made on some aspects of this agenda, it is essential that this is sustained in order for us 
to fulfill our Monterrey commitments.  

 
We commend the significant steps that have already been taken to strengthen developing country 

Executive Directors’ offices.  To ensure such progress on capacity building continues, we would like to 
see final agreement on the establishment of an Analytical Trust Fund to support the provision of 
independent research and policy advice to African Executive Directors in the Bank and the Fund.  The 
UK, together with Sweden and the Netherlands, has already circulated a joint approach paper setting out 
our views on how this advisory research facility should be structured and governed.  We hope to see 
further financial commitment to the Trust Fund at the Development Committee meeting.   

 
But capacity-building is only one element in the process of change.  To ensure that Voice is 

mainstreamed within the work of the IFIs, we need to ensure that there is a firm commitment to achieve 
progress on the more challenging institutional and structural issues, as well as to continued improvement 
in participatory processes on the ground at country level.  Changes to enhance transparency, increase 
decentralization and increase the diversity of staff could have a positive impact on the voice of developing 
countries in the institutions, and must continue.  We would welcome a short report from management on 
actions they are taking in both the Bank and Fund to move these issues forward from a voice perspective.  
We would also like to see commitment from staff to strengthening borrower participation in the IDA 13 
Mid Term Review and the IDA14 replenishment negotiations.  In the context of these negotiations, we 
would support the discussion of a staff paper setting out a range of options for ensuring full take-up of 
IDA shares by developing countries.   

 
The UK supports further discussion of possible structural change at the Executive Board level.  

The UK believes that the creation of a 25
th

 seat for Sub-Saharan Africa on the Boards on both the IMF 
and World Bank would be an important step to increase the effectiveness and efficiency of the 
representation of African countries, and should be seriously considered.  We would also support an 
increase in the Basic Vote as part of any future revision of the Articles of Agreement of these institutions. 
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Progress Report on Trade 
 
The failure to reach agreement at the World Trade Organisation (WTO) Ministerial Conference in 

Cancun was extremely disappointing and a blow for the Doha Development Agenda.  We have lost an 
opportunity to move ahead on an important pillar of the development agenda, which will bring higher 
global economic growth and progress towards the MDGs, and we share the frustration of developing 
countries.  It is important to look for ways to get the talks back on track and we hope that developed and 
developing countries will share our determination to continue working until we have achieved a world 
trade system which really delivers for developing countries.  The multilateral system remains the best 
vehicle for securing the benefits of trade for all and we must not be pushed off course. 

 
As negotiations move forward, the need for trade-related technical assistance and capacity-

building in developing countries can only increase.  We therefore welcome the expansion in both depth 
and scope of the World Bank’s trade program over the past few years.  In particular, significant 
international efforts have been made to ensure that trade-related capacity-building activities support 
national development programs.  This is a crucial step in helping developing and transition countries 
exploit new trading opportunities, and should remain a priority for the Bank and other development 
partners in the future. 

 
It is also widely acknowledged that the weakest and most vulnerable countries may also need 

support in adjusting to trade liberalization measures.  We strongly support the recent joint initiative by the 
Bank and the IMF to help countries cope with potential negative impacts of reform, such as preference 
erosion and loss of tariff revenues.  This must also be built on poverty and social impact analysis, in order 
to address these aspects of reform design.  It will be important to ensure that the details of this initiative 
are worked out in close partnership with the WTO, the United Nations Development Programme 
(UNDP), the United Nations Conference on Trade and Development (UNCTAD) and bilateral donors to 
ensure that a common approach is adopted.  

 
Implementation Report of Policies, Actions and Outcomes Needed to Achieve the Millennium 
Development Goals 

 
The policies and actions needed to achieve the MDGs are clear, and are plainly set out in our 

commitments at Monterrey.  However, as we have seen, moving forward in many of these areas can be 
difficult and slow.  We therefore welcome the work underway to develop a formal framework for 
assessing progress in implementing our commitments.  It will be important to ensure that this framework 
addresses all aspects of our collective contribution.  In particular, we must ensure that assessments of aid 
quality – particularly progress on Poverty Reduction Strategy Paper (PRSP) alignment and donor 
harmonization and coordination – are included in this monitoring process for donors and the International 
Financial Institutions alike. 

 
Monitoring alone is, of course, insufficient to deliver results, and it is therefore essential that the 

first Global Development Review contains clear operational recommendations for ministerial action.  The 
framework should also serve to reinforce accountability against Monterrey commitments, and must 
therefore be widely owned.  We welcome the close collaboration with other development partners which 
has already taken place, and trust that this will continue.  It is also essential that assessments of 
developing country policies are embedded in country owned processes, and we therefore welcome the 
Bank’s recognition of the importance of using PRSPs and PRSP annual reports in making these 
assessments.   
 
Progress on the Implementation of Poverty Reduction Strategy Papers (PRSPs) 
 

We welcome the recognition that country-ownership of PRSPs is central to their effective 
implementation. Considerable progress has been made in the last year, with the completion of a further 14 
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PRSPs, bringing the total number to 32.  Moving forward, the annual reports on PRSP implementation 
will be a key element in embedding the PRSP in national policy making processes, and it is crucial that 
governments remain in full control of the process.  

 
The IMF and the World Bank have important roles to play in strengthening the PRSP process.  

Recent commitment from the IMF to improve the alignment of its programs with country-led processes is 
encouraging, as is the Bank’s willingness to participate in multi-donor initiatives.  A challenge in rolling 
forward PRSPs will be to improve policy analysis of growth and shocks, and distributional analysis of 
macroeconomic policies.  More generally, there needs to be more open dialogue with stakeholders on 
macroeconomic policy, with governments taking the lead.  Given the weak macroeconomic capacity in 
many countries, some facilitation of this process will be required, and the Fund will need to play a 
supportive role, helping governments explore options and trade-offs.   

 
We welcome the IMF and the World Bank’s public commitment to systematically assessing the 

poverty and social impact of key reforms.  Rapid progress in the Bank's roll out of Poverty and Social 
Impact Analysis (PSIA) in 40 low-income countries has been encouraging over the last year, and the 
Fund is beginning to reflect the poverty and social impacts of proposed reforms in its policy advice.  
However, it will need to do more to commission and use PSIA within its areas of competence. 
 
Progress on the Heavily Indebted Poor Countries (HIPC) Debt Initiative 
 

We welcome the progress that has been achieved with the Heavily Indebted Poor Country 
Initiative (HIPC).  However, progress in countries reaching their Decision and Completion Points has not 
been as fast as expected.  We thank staff for their analysis of the reasons for this, and hope that this will 
lead to debate on how to speed up implementation. 

 
Due to the global slowdown and the reduction in primary commodity prices, there is an 

increasing risk that countries will not be exiting the HIPC Initiative with sustainable levels of debt, and 
that those countries that have already reached Completion Point may see their debt return to an 
unsustainable level.  For this reason, it is important for the UK that agreement is reached on the 
methodology for calculating debt relief at Completion Point.  We need to ensure that the additional 
voluntary relief provided by some bilateral creditors is truly additional to any 'topping up' of debt relief.  
In this way, we will be ensuring that relief benefits the poor countries for which it is intended and does 
not merely subsidize other creditors.  Now that we have the Staff report on this issue, we hope that 
agreement can be reached on this point.  

 
We also welcome the progress that has been made over the past year in encouraging more 

creditor countries - including Bulgaria, India, Korea and Libya - to participate in the HIPC Initiative.  
However, it is vital that we press forward to secure the participation of all creditors in the HIPC Initiative, 
and we look to the World Bank and IMF staff to continue their efforts at moral suasion on creditors.  

 
In the longer-term, the key challenge is how to ensure continued debt sustainability while 

enabling countries to finance their poverty reduction strategies, in order to achieve the MDGs.  It is not 
acceptable that countries that have demonstrated a strong commitment to sound economic management 
and poverty reduction, should be denied access to concessional finance.  Many HIPCs will remain 
vulnerable to exogenous shocks for the foreseeable future.  

 
The solution must lie in a new forward-looking, country-specific approach to assessing genuine 

debt sustainability, and in a more flexible approach to selecting financing instruments in order to ensure 
that appropriate financing can be made available, consistent with debt sustainability.  It is essential that 
this financing is additional to existing commitments.  The UK has proposed the IFF as a mechanism to 
deliver additional resources up to 2015, which could provide further aid and debt relief.  We hope that 
discussion in Dubai will give a clear direction to this debate.    



 33

World Bank Group Infrastructure Implementation Action Plan 
 

The UK believes that well-planned infrastructure projects are an important element of effective 
development policies.  We therefore commend the realistic proposals outlined in the World Bank’s 
Infrastructure Action Plan.  Moving forward, it will be important to ensure that the Bank’s drive to 
increase expenditure on infrastructure services is achieved without recourse to indiscriminate project 
lending.  In particular, we would like to see as much emphasis on the maintenance and management of 
existing and new infrastructure as is awarded to the installation of new capacity.  We must also make 
certain that institutional support, including capacity-building, is completely integrated into investment 
programs.   

 
More generally, future IFI lending for infrastructure must be structured and priced with a view to 

avoiding the crowding out of private funding, where this is a credible alternative.  It will also be essential 
to ensure the long term financial sustainability of infrastructure services, whether this is to be paid for by 
taxes or end-users, or a combination of both.  This will depend in part on recipient countries accepting 
increasing accountability for their investment choices. 
 
The Middle East  
 

There has been much economic and social progress in the Middle East region over the last twenty 
years.  But there are still significant numbers of people living in poverty, and there is a risk that further 
progress will be hindered or even reversed by continuing conflict in the region.  There is risk too from 
governments not continuing to take forward the economic social and political reforms needed to ensure 
growth, the creation of jobs, more equitable distribution of wealth, and access to services for a still rapidly 
growing population.  Failure to address these issues effectively will result in failing states, and have 
implications far beyond the region. 

 
The region is not short of development finance, receiving around US$6bn a year, and many 

countries receive more aid per capita than those in sub-Saharan Africa.  However, the effectiveness of aid 
to the Middle East and North Africa is often compromised, and its effectiveness reduced, by the 
competing aims of donors.  A more joined up approach of donor activity would ensure more effective use 
of aid.  With regards to trade, the performance of non-oil exports has lagged behind other regions of the 
world.  Rich countries therefore need to move faster to remove tariff barriers.  At the same time countries 
in the region need to reduce the high tariffs which impede trade, and discourage inward investment.  
 
Iraq 
 

The UK very much welcomes the role that the Bank is playing in the international effort to 
provide support, through its work on the social and economic needs assessments, and on the 
establishment of a Trust Fund as a channel for donor support for the future development of Iraq and the 
welfare of its people.  We look forward to considering these assessments in the Madrid conference next 
month, alongside our partners in the international community.  The assessments should provide a sound 
basis for an international effort to help the country get back on its feet again after decades of conflict.  We 
encourage the Bank to make its own direct contribution to Iraq's development through technical 
assistance, and through lending as soon as conditions make that appropriate.  We, for our part, are 
working hard to help create the conditions for the restoration of national sovereignty to Iraq as quickly as 
is practicable. 

 
In conclusion, there can be no doubt that the agenda for action outlined above is ambitious. If, as 

we hope, it is here in Dubai that Ministers make a clear commitment to providing the resources to reduce 
world poverty, then these 2003 Annual Meetings will have been truly memorable. 
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Statement by Dr. Boediono, Minister of Finance (Indonesia)4 
 
Supporting Sound Policies and Adequate and Appropriate Financing 
 

The Monterrey consensus laid out a new era of cooperation between developed and developing 
countries with each recognizing their responsibilities to ensure that the MDGs are reached.  We are 
gratified by the staff’s finding that countries in our constituency are among those that present the 
strongest case for large and immediate increases in aid citing our good policies and prospects for further 
improvement, large unmet financing requirements, with regard to certain key MDGs targets and low 
levels of aid dependencies.   
 

We welcome the commitment by our development partners to increase the current level of ODA 
by USD 16 billion by 2006.  However, even this enhanced level falls far short of the necessary amount to 
ensure the achievement of the MDGs.  We note staff’s estimate that over the medium-term, assistance 
levels need to double if we are to meet the MDGs.  We call on the developed countries to seriously 
consider an increase in the level of ODA pledges and disbursements.  We support the proposal of 
establishing an International Financing Facility that significantly enhances the amount of available 
resources and the access to them by developing countries to meet the MDGs challenge. 
 

We support the continued targeting of aid resources towards low income countries pursuing 
policy reform, and endorse the recommendation that as countries build a track record of policy 
performance they should be rewarded by having access to timely and predictable aid.  Performance based 
country aid allocation will enhance the value of aid.  However, any performance based approach must be 
complemented with humanitarian assistance as well as analytical and institutional support and capacity 
building for low-income countries under stress (LICUS).  Aid resources should continue to be channeled 
to middle income countries that have the instituted policy reforms and a good track record of policy 
performance in eradicating poverty. 
 

In order to maximize the efficacy of limited resources, policy frameworks with clear benchmarks 
must be tailored to each country’s circumstances, and grounded and aligned with the country’s overall 
poverty reduction strategy.  Aid resources need to be targeted towards the poverty reduction and 
development strategy priorities of the recipients.  This requires greater harmonization and coordination by 
donors with the recipient’s program.   
 

We concur that for their part, developing countries need to ensure that they align their budgets 
with MDG priorities, use domestic and external resources more effectively and ensure  sufficient 
provisions be made for recurrent costs.  A greater amount of aid should be in the form of grants  to 
alleviate debt burdens that hinder efforts to achieve MDGs. 
 

We believe that the PRSP serves as an essential tool linking policies and resources to MDG 
outcomes.  Technical assistance targeted towards improving management, information gathering and 
analytic capabilities would greatly increase the effectiveness of that tool.  Greater participation by the 
donors from the early stage of the formulation of the PRSP is very important. 
 
Enhancing Voice and participation of Developing and Transition Countries 
 

Increasing the voice and vote of the developing and transition countries in the formulation of 
international finance and development policy remains the best way to increase their ownership of the 
policies advanced by the Bretton Woods Institutions  
 

                                                 
4  On behalf of the Southeast Asia Group. 
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We welcome the steps already taken to enhance the voice of developing and transition countries, 
including efforts to improve the operational efficiency of the Board, to increase the staff capacity of 
Executive Directors’ offices serving the largest multi-country constituencies and to bolster the technical 
support provided to developing country chairs.  Additional steps, however, need to be taken if the voice 
issue is to begin to be adequately addressed.     
 

We strongly support an increase in the number of basic votes and urge that number as a share of 
total votes return to its level at the time of the formation of the institution.  We would also suggest further 
consideration by softening the special legal requirement in the process of decision making in the Bank. 
We believe that these would be a real, not just a symbolic step, in increasing the influence of member 
countries.   
 

We also support the proposal to strengthen the capacity of the Executive Directors Office and 
increase its effectiveness, by providing intra-constituency consultation, in-country capacity building 
measures, secondment, enhanced communication with capitals, and providing independent research.  To 
support these goals, a trust fund to finance these activities would be necessary.  
 
Progress Report on Trade  
 

We welcome the work of the Bank in Trade Capacity Building.  For many developing countries, 
trade is the single most important development catalyst.  The Bank can make an important contribution to 
improving trade-related policies, institutions and human capital in developing countries to help maximize 
the gains from trade.  We endorse the doubling of lending for trade capacity building and believe that 
additional work in this area would be beneficial for member countries.  Although increased benefits can 
be achieved through additional capacity building efforts, they pale in comparison to the benefits that can 
be achieved through the process of balanced liberalization of world trade.  Despite the failure of the recent 
WTO meeting in Cancun to reach the much hoped for agreements, we continue to believe that an orderly 
negotiation process within a multilateral framework remains the best way forward for all parties.  We 
urge the early resumption of the negotiation with renewed sense of urgency, fairness and a spirit of 
reconciliation.  We continue to urge for greater and faster progress to be made in opening markets and 
phasing-out trade distorting subsidies in industrial countries, particularly for agriculture, textiles, and 
labor-intensive manufactures. 
 

We also wish to commend the new initiative announced by the Bank at the WTO Ministerial 
meeting in Cancun to assist poor countries in taking advantage of new market opportunities.  The two 
components of the new initiative: enhanced lending in support of programs that are designed to protect 
workers and vulnerable groups and assist countries over a sustained period to implement development-
related trade reforms; and increased resources devoted to trade logistics and facilitation, will lessen the 
burden initially suffered by countries adversely affected by trade reforms and assist countries to capitalize 
on the opportunity brought about by trade liberalizations. 
 
Other Business 
 
Implementation Report on Monitoring Policies, Actions and Outcomes Needed to Achieve the MDGs 
 

We note the progress made in advancing collaboration with partner agencies and urge the Bank to 
continue to broaden cooperation going forward, and to assess the scope for consolidation of global 
monitoring to ensure efficiency and cost effectiveness in the reporting process.  We endorse the proposed 
use of the PRSPs and PRSPs progress report in global monitoring particularly increasing their use in 
assessing country resource needs and availabilities for achieving development goals.  We urge the Bank 
to accelerate its work in developing a comprehensive measure of trade protection and  encourage 
particular focus on policies related to agricultural products, product standard and subsidies. 
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PRSP/HIPC Progress Reports 
 

We welcome the progress reports on PRSPs and HIPC which indicate, inter alia, that debt service 
burdens have been brought down by the HIPC initiative, there is greater creditor participation and 
growing support gained by the PRSP approach.  We are pleased to note that 27 of the 42 eligible countries 
under HIPC have reached the decision point.  The slow progress towards reaching completion points is 
discouraging.  While attaining macroeconomic stability and meeting completion point triggers are in 
themselves critical towards realizing the objectives of the HIPC program, they are not ends in themselves.   
 

We recognize that substantial challenges remain for several countries to arrive at the decision 
point and urge the staff to work diligently with those countries that still need to establish a track record 
before the sunset clause takes effect at the end of 2004.   
 
World Bank Group Infrastructure Implementation Action Plan, including Water 
 

Over recent years it has become increasingly clear that the private sector alone can not meet the 
infrastructure financing needs of the developing world.  We endorse the proposed intensified Bank 
Group’s engagement in infrastructure and the action plan to follow up on the  Camdessus Panel 
recommendations on financing for water infrastructure projects. 
 
 
Statement by Mr. Boniface Brito, Minister of Planning and Development (Côte d’Ivoire)5 
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 
 The Monterrey Consensus outlined a framework for consultation and intervention aimed at 
expediting the attainment of the Millennium Development Goals (MDGs), which have been part of the 
United Nations Millennium Declaration for nearly four years now.  At our Spring meeting, we examined 
the progress made towards these goals.  We noted then that progress towards the MDGs was slow, and 
that we still had a long way to go. 
 
 Many developing countries have implemented the required economic, structural and governance 
reforms.  They have, as a result, attracted investment, stimulated growth and reduced poverty in terms of 
incomes, education, production and access to safe water.  Their efforts have also enhanced the efficacy of 
development aid.  Other countries, however, have failed to progress for various reasons essentially related 
either to their lack of institutional and human capacities or to external shocks and natural disasters.  In the 
specific case of sub-Saharan Africa, internal or neighboring conflicts are the main source of difficulties. 
As far as donors are concerned, financing pledges have not exceeded US$16 billion, an amount that is 
obviously inadequate, given the needs. 
 
 Against this backdrop, we welcome the British Government’s initiative aimed at doubling current 
annual aid flows from US$50 billion to US$100 billion.  On the eve of this session, there was still no 
unanimous estimate as to overall financing needs.  According to the World Bank’s study, however, 
external aid needs to be boosted significantly if the Millennium Development Goals in health and public 
sanitation are to be met and the pockets of poverty in middle-income countries reduced. 
 
 I wish to be clear on this point.  We are in favor of giving precedence, in external aid allocation, 
to countries where such aid can be deployed in a favorable policy environment based on the participation 

                                                 
5  On behalf of Benin, Burkina Faso, Cameroon, Cape Vert, Central African Republic, Comoros, Congo, Congo 

Democratic Republic, Côte d’Ivoire, Djibouti, Gabon, Guinea, Guinea-Bissau, Equatorial Guinea, Mauritius, 
Madagascar, Mali, Mauritania, Niger, Rwanda, Sao Tomé & Principe, Senegal, Tchad, Togo and Somalia 
(informally). 
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of the populations affected.  Many of our countries are engaged in this kind of process as they draw up 
Poverty Reduction Strategy Papers (PRSPs).  We cannot remain indifferent to the problems of Low-
Income Countries under Stress, which are known by their English acronym ‘LICUS’.  We know that most 
of these countries are trapped in cycles of conflict and poverty, and lack the institutions capable of 
formulating coherent policies.  This is why we feel that the international community should press on with 
its commitment to helping these countries enhance their capacities, lest they collapse economically and 
politically. 
 
 The World Bank should strengthen its instruments of intervention and adapt them to the situation 
of the LICUS.  In this context, institutional development funds might be a good example of instruments 
suitable for LICUS. 
 
 Finally, external aid should be seen as an adjunct to the contribution that trade makes to the 
development of our countries.  We should not forget the negative effects of subsidies and trade barriers 
erected by the developed countries.  This is why our countries attach great importance to the ongoing 
trade negotiations taking place within the framework of the World Trade Organization (WTO). 
 
Enhancing the Voice and Participation of Developing and Transition Countries 
 
 For the past year, the Bretton Woods institutions have been seeking ways and means of enhancing 
the voice of development and transition countries in the decision-making process of these institutions  At 
the Spring meeting, we approved certain technical measures intended to strengthen the offices of our 
representatives within these institutions.  We take note of the complementary studies that have 
recommended diversifying and decentralizing these institutions.  We hereby express our support for these 
recommendations. 
 
 We feel, however, that the issue of the voice of developing and transition countries within the 
Bretton Woods institutions, as well as that of their effective participation in the decision-making of these 
agencies, goes beyond problems of capacity.  It is essential, in our view, that the goals in this area be 
clearly defined.  We should give an appropriate working group a precise mandate and timeframe for 
providing us with recommendations on this subject, in accordance with the recommendations emerging 
from the Monterrey Consensus. 
 
 As for the issues related to capital structure and representation on the Boards of Directors of the 
Bretton Woods institutions, we feel that they are closely intertwined.  We must therefore find a global 
solution. 
 
 Regarding the International Development Association (IDA), we feel that it is not necessary, at 
this stage of our deliberations, to change the underlying principles governing the allocation of voting 
rights within this agency.  However, we are prepared to support the creation of a fiduciary fund that could 
help some IDA countries to free up their capital subscriptions if necessary. 
 
 Concerning the World Bank’s capital structure, we are in favor of restoring the system of basic 
votes – which currently represent only 2.8 percent of the total – to their initial level of 11 percent, in order 
to offset their erosion over the years.  We also favor a selective capital increase for countries whose 
relative economic power has increased significantly over the last few years. 
 
 Finally, regarding the composition of the Boards of Directors of the two Bretton Woods 
institutions, it should be noted that the offices of the two main African Executive Directors each represent 
an average of 24 countries, whereas their counterparts from other regions represent at most 13 countries. 
From a human standpoint, it is unreasonable to expect all the necessary attention from our representatives 
if they must at the same time participate actively in the day-to-day management of these institutions and 
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in the definition of their general policies.  Therefore, we feel it would be wise to increase the level of 
representation of sub-Saharan Africa. 
 
Progress Report on Trade 
 
 We have duly noted the summary report prepared by the World Bank at the conclusion of the 
WTO Ministerial Conference in Cancun, Mexico.  First of all, I would like to express our disappointment 
upon learning of the breakdown of negotiations at this meeting.  The Bank’s report indicates that it is still 
committed to strengthening the role of trade in development.  We urge the Bank to keep up its work in 
this area. 

 
 We are also pleased to see the support that the Bank, through its technical analyses and advice, is 
providing to our countries within the framework of these negotiations.  We likewise appreciate the studies 
that the Bank carries out on behalf of certain of the least-developed countries (LDCs), thereby facilitating 
their integration into the world economy. 
 
 For our part, we continue to have high hopes for the trade negotiations, particularly in the Doha 
Round.  In this connection, we will also continue to support the initiative of certain African countries 
aimed at eliminating agricultural subsidies, and particularly those on cotton. 
 
Implementation Report on Monitoring Policies, Actions and Outcomes Needed to Achieve the MDGs 
 

Overall, we are satisfied with the efforts that have produced the first international implementation 
report on monitoring policies, actions and outcomes needed to achieve the Millennium Development 
Goals (MDGs).  In order to ensure symmetry between the actors involved, we feel that the developed 
countries need to make additional efforts to introduce a comparable mechanism for the evaluation of their 
performance. 
 
 We also feel that the mandates of the IMF and WTO, as they are defined, would benefit from 
being broadened to include an assessment of the developed countries’ contribution to the global 
partnership.  We would like to emphasize that an evaluation of the international multilateral and bilateral 
financing institutions is of critical importance to the monitoring process.  Finally, we think that, in 
addition to internal evaluation, there is a need for evaluation conducted by peers as well as by clients, 
particularly in the developing countries. 
 
PRSP/HIPC Progress Reports 
 
 Regarding implementation of the HIPC Initiative, we have the impression that, after the initial 
attainment by a large number of countries of the decision point, the Initiative now seems to be marking 
time.  Indeed, we are worried to see that, on the one hand, a large number of countries have not reached 
the decision point and, on the other, that the vast majority of eligible countries, having entered the 
Initiative’s intermediate phase, have then been slow to reach the completion point.  If implementation of 
the HIPC Initiative continues at its current pace, its credibility will be undermined. 
 
 We are therefore making an urgent appeal to the donor community to speed up implementation of 
the Initiative and to ensure its efficacy.  In this connection, the World Bank and IMF should relax the 
conditionalities regulating the debt-reduction process.  It is also important to respond appropriately to the 
need to involve a greater number of creditors in the mechanism.  In addition, a decision should be made 
quickly as to how the debt relief adjustment is to be calculated at the completion point.  For this purpose, 
and in order to ensure equitable treatment, objective formulas should be used to assess the vulnerability of 
each country and the sustainability of its debt. 
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 Regarding the implementation of PRSPs, we are convinced that it is the African countries that 
have the most to gain from them.  We would urge countries that have not yet drawn up their PRSPs to 
step up their efforts to design credible strategies for sustained growth and lasting development.  It is 
particularly important, in the interest of ensuring ownership of the process, to broaden the dialogue to 
include various segments of the population and to obtain their actual involvement in developing the 
PRSPs. 
 
World Bank Group Infrastructure Implementation Action Plan, including Water 
 
 We approve of the document that the World Bank has put before us for review.  This document 
shows that Africa is the most under-served region in terms of investment.  In order to reverse this trend, 
we need to ensure that existing infrastructures are better managed and that new ones are built.  World 
Bank activities should be chosen based on the results of analytical work in each region, country and sub-
region, in order to establish priorities and the combination and sequencing of managerial and 
infrastructure-creating interventions. 

 
 In sub-Saharan Africa, programs of physical infrastructure construction need to be augmented 
substantially in order to achieve a minimum infrastructure platform.  We hope that this item will be on the 
agenda of the upcoming IDA-14 negotiations. 
 
 Finally, given the importance of water for Africa’s development, we think that the Bank should 
allocate adequate financial and human resources to this sector, preferably at the field level, in order to 
provide more direct assistance to countries for project preparation and execution. 
 
 The great opportunities in the water sector are to be found in efficient water management, and 
particularly in the collaborative development of the main river basins and watersheds, as well as in the 
exploration and development of aquifers, where these exist.  Since water is a public good with an 
international dimension, we urge the Bank to finance, through grants and in consultation with other 
development partners, a substantial portion of the studies needed in the area of water resource 
development and management. 
 
 
Statement by Mr. Peter Costello, Treasurer (Commonwealth of Australia)6 

 
The past year has seen regional and civil conflicts, economic uncertainties and slow world 

economic growth.  These circumstances have impacted directly on our constituency members.  In such 
times, when the global economic climate is less helpful to raising national living standards, there are 
particular rewards for having pro-growth domestic policies and institutions.  

 
In this constituency, we have witnessed a range of economic performance:  on the one hand some 

countries with sound policies sustained strong economic performances; while on the other hand, several 
countries have experienced fiscal slippages and deteriorating social conditions, leading to a worsening 
climate for domestic saving, investment and the conduct of business, and declines in their citizens’ real 
living standards.   

 
These meetings help us take stock of global and comparative national and regional performance 

in the conquest of poverty and in broadening the opportunities for education, good health and 
employment which our citizens rightly expect.  How can the World Bank help its members implement 
and sustain the policies that will ensure progress towards these objectives? 

                                                 
6 On behalf of the constituency comprising Australia, Cambodia, Kiribati, Korea (Republic of), Marshall 

Islands (Republic of), Micronesia (Federated States of), Mongolia, New Zealand, Palau (Republic of), 
Papua New Guinea, Samoa, Solomon Islands and Vanuatu. 
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Supporting sound policies with adequate and appropriate financing 

 
First, we should learn lessons from the global successes that show us that good policies produce 

superior economic and social outcomes for the poor. 
 
The fastest progress against poverty has occurred in developing countries with good business 

climates, reasonably good governance and institutions, inclusive social policies and fast growth in trade.  
Export revenues in developing countries rose from less than 15 percent of their GDP in 1990 to almost 25 
percent by 2000.  Exports of manufactures by developing countries have grown particularly strongly,  and 
have become increasingly important in global trade.  Real GDP per capita is forecast to continue to grow 
faster in developing countries than in high-income countries through to 2015.   

 
The absolute number in extreme poverty has continued to fall.  By 2015, the global population 

will be over a billion higher, almost all of that increase born into developing countries.  But 
notwithstanding that population growth, the number living on less than US$2 a day is forecast to fall to 
about 2.1 billion from just over 2.7 billion in 2000.   

 
The fastest progress against poverty has occurred in Asia, which has had relatively low inflows of 

official development assistance (ODA) per person.  Among the 18 populous low-income countries which 
the World Bank uses as illustrations of economies with relatively good policies and the capacity to 
productively deploy more ODA, some of the strongest GDP growth per capita through the 1990s occurred 
in economies with the lowest ODA (both per capita and as a share of GDP).7  

 
This underscores that a sound domestic business climate, effective governance, the ability to 

mobilize domestic resources, and inclusive social policies are the key paths to sustainable growth in living 
standards, rather than ODA.  

 
More effective aid, well-directed to the developing countries with the policies and institutions to 

make best use of it, would doubtless assist even faster progress.  But at any level of aid, good domestic 
policies and institutions will ensure the highest payoff.  

 
In this constituency, we grapple with the challenges of raising living standards in a number of 

small, geographically isolated economies.  Such economies are disadvantaged by small domestic markets, 
high transport costs to neighboring countries and global markets, limited market access, and consequently 
limited opportunities to generate the specialization, productivity and gains from trade that are the key to 
sustainable, self-reliant improvement in living standards. 

 
For such countries, the World Bank can play a positive role by helping with technical assistance 

to build understanding and support for the institutions, values and policies that generate economic growth.  
Given the small scale of the economies concerned, this may not require large projects costing millions, 
but certainly will benefit from intensive programs to deploy the lessons learnt in other countries.  

 
We encourage the Bank’s work on how best to assist Low Income Countries Under Stress 

(LICUS), the lessons from which will benefit the many developing countries seeking to improve their 
performance, and also donors seeking to improve the efficacy of their aid.  Already, we are struck by the 
finding that aid to the post-conflict economies which form a large proportion of the LICUS cases, tends to 
peak very soon after the cessation of conflict, rather than being sustained in the medium-term over which 
it can most effectively be used. 

 

                                                 
7 See Supporting Sound Policies with Adequate and Appropriate Financing (DC2003-0016, 13 September 2003). 
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Enhancing Voice and Participation of Developing and Transition Countries 
 
The World Bank has made important practical progress in enhancing the voice of developing and 

transition countries in the Bank’s operations, through improved country ‘ownership’ of key processes 
(such as Poverty Reduction Strategy Papers and subsequent Country Assistance Strategies) that form the 
framework for Bank lending.  It has also increased its staff’s awareness of country views through 
decentralization.  Decisions to  better resource the Executive Directors’ offices of some large developing 
country constituencies also carry the potential to help them improve their voice on the Executive Board of 
the Bank.   

 
While these measures are important, they are not widely understood in those non-government 

circles which question the legitimacy of Bank decision-making processes, and we should do more to 
explain their potential.  Moreover, their ultimate success will depend on the use that is made of them in 
years to come by developing countries.  

 
We have made progress over the last year, but more could be done in the future.  Developing 

countries could significantly raise their voting power within the International Development Association 
by fully taking up their available subscription votes.  We support the further development of options for 
officials from developing countries to take up development opportunities on Bank staff.  Other options 
could build developing countries’ capacity for independent research into Bank issues, and the Bank could 
continue to increase the diversity of its staff, while maintaining professional standards. 

 
Much could also be achieved within and among existing constituencies.  As illustrated in this 

thirteen-country constituency of developed and developing economies, internal arrangements to consult, 
to share experiences, to build expertise and to reflect changing economic weights in changing 
representation patterns can strengthen ‘voice’ in a practical sense.   

 
Given this experience, our constituency members believe that ‘voice’ would also be significantly 

enhanced in an environment that builds greater understanding of the historical, political and cultural 
backgrounds which influence each member’s view of issues that come before the Board.  That 
environment also helps gain a better appreciation of the policy priorities and implementation issues facing 
each member.  This is something that single member constituencies or constituencies consisting solely of 
developed or developing countries are perhaps less able to appreciate. 

 
In other constituencies where numbers may be considered too large, there may be opportunities to 

reconfigure existing country groupings into smaller ‘mixed’ constituencies of developed and developing 
countries, in cooperation with those smaller or single-member European constituencies that often express 
concerns about ‘voice’, and are themselves over-represented in the Bank from the viewpoint of relative 
economic weight. 

 
Members may be prepared in future to consider more radical re-weightings of quotas and voting 

power in the IMF and the World Bank, but the issues raised by this course go to fairness of voice for 
countries beyond the ranks of the developing and transition members.  This is exemplified in the 
experience of fast-growing but relatively under-represented economies such as Korea.  Once again, 
progress would only be possible if some of those developed countries now enjoying over-representation 
were prepared to relinquish it.   

 
Trade 

 
Engagement in trade has proven a powerful poverty-buster.  Not only does the specialization that 

trade produces create employment, raise productivity and increase income, but also it encourages the 
adoption of modern business practices and helps build commercial institutions. 
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That is why Australia and New Zealand, in this constituency, have lowered their trade barriers:  
multilaterally in successive GATT and WTO rounds; bilaterally in their Closer Economic Relations 
treaty; and unilaterally in their respective abolition of all duties on imports from  least developed 
countries. 

 
We should use the Bank’s timely and forceful analytical work in Global Economic Prospects 

2004 to help restore momentum to the Doha round of trade negotiations after the disappointing failure to 
make progress at the Fifth WTO Ministerial Conference in Cancun, despite groundwork on a number of 
issues.   

 
A good outcome from the Doha round would yield strong development benefits, fairly distributed 

among nations, and in particular to the benefit of the poorer developing countries.  Poorer countries are 
presently most damaged by developed countries’ agricultural subsidies and protectionism, and by 
significant trade barriers against simply transformed manufactures.  (These barriers are often also applied 
by developing countries themselves.)  Trade liberalization would accelerate progress against extreme 
poverty by 2015, with Bank estimates that extreme poverty would be cut by a further 140 million people.8  
This is probably a larger prize in the battle against poverty than can be won by any other feasible 
international policies at our disposal. 

 
At Cancun, developing countries judged rich countries had not made meaningful concessions on 

faster agricultural reform, and had underestimated the implementation problems developing countries 
faced on some of the commitments initiated at Singapore.  This is one clear example where developing 
countries have begun to exercise the ‘voice’ that the consensus rules of the WTO have given them.  Rich 
countries may not agree with the message, but the developing world is entitled to assert its interest. 

 
We need to redouble our efforts to bring about a pro-development outcome from the Doha round. 

This will require more movement by all countries, and especially by those rich countries that most heavily 
subsidize agricultural exports.  The rich countries profess concern with eradicating extreme poverty, 
meeting the Millennium Development Goals, mobilizing developing countries’ domestic resources, 
engaging the private sector in development and achieving sustainable debt burdens on the heavily 
indebted poor countries.  But without better market access for developing countries through a successful 
Doha outcome, those concerns will all ring hollow. 

 
We should not underestimate the gains that can arise from investments that strengthen trading 

capacity such as improving customs and logistics systems, and from unilateral or regional actions to 
reduce trade barriers.  We are heartened by the Bank’s stepped-up trade assistance program to facilitate 
strengthened trading capacity, which can also assist in the transitional adjustments that liberalizing 
countries may have to make (for example, a decline in revenue from tariffs).  Countries which have 
recently joined the WTO (such as Cambodia in this constituency) may particularly benefit from such 
assistance.   

 
One of the consequences of strong growth in developing countries’ trade in recent years, 

particularly in the trade in manufactures, is that remaining barriers to south-south trade have assumed 
significance, and offer their own options for trade liberalization. 

 
Achieving the Millennium Development Goals (MDGs) 

 
Progress towards the MDGs, while promising at a global level, has been uneven both by region 

and by goal.  Uneven progress is only to be expected, and is in part a corollary of country ownership of 

                                                 
8  Defined relative to the US$2 a day poverty line.  See Trade and Development After Cancun:  Information Note 

Prepared by World Bank Staff  (DC2003-0018, September 19, 2003). 
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goals set in national Poverty Reduction Strategy Papers:  individual countries may choose national goals 
that are not aligned either in time frame or in priority with those implicit in the global MDGs. 

 
Where some countries have chosen less ambitious targets, the stronger performance of other 

countries may both encourage higher goals in future, and illustrate the better policies and institutions 
necessary to achieve them. 

 
We support the Bank’s work to develop, in effective cooperation with the IMF, improved 

measures for tracking progress towards the MDGs, but caution that these measures should not be over-
elaborated at the cost of timeliness or policy utility. 

  
Progress in Poverty Reduction Strategy Papers (PRSPs) 

 
We strongly endorse further development of PRSPs.  They are a key means of improving the 

clarity of member countries’ planning of their social and development priorities, engaging civil society in 
that process, and increasing country ‘ownership’ of the resultant development strategy.   

 
But the process can become unwieldy in its complexity, slow to adjust to any shocks which 

invalidate projections in the strategy, and undesirably distant from the national operational requirements 
of expenditure decisions and budget processes.   

 
We encourage a focus on practicality and operational utility in the further development of these 

valuable tools, so that developing countries’ practical needs of the process take precedence over 
excessively elaborate international standardization of the PRSPs. 

 
Heavily Indebted Poor Countries (HIPC) and Debt Sustainability  

 
It is gratifying to see the mounting number of HIPCs that have reached or passed the decision 

point for significant relief of their heavy debt burdens.   
 
We share concerns that some or these countries may face debt sustainability problems (measured 

in terms of the ratios of their debt service payments to their export earnings) even after completion of the 
HIPC process.   

 
From an anti-poverty perspective,  the fundamental problem in such cases is the inability to 

generate sufficient growth to reduce the debt service ratio by raising exports.  A poor country without the 
capacity and market access to expand its exports is likely to remain very poor, even if its entire debt were 
to be completely forgiven.  In such cases, we should be more focused on the trade liberalization and 
development tasks most likely to initiate the export and income growth that will deliver debt 
sustainability as a by-product of defeating poverty. 

 
Infrastructure Action Plan 

 
While the role of the private sector in cost-effective provision of infrastructure is important, it 

seems likely that the very marked reduction in Bank lending on public infrastructure provision during the 
1990s went too far.  We believe there is a role for the Bank in both encouraging private sector 
participation, and judicious lending to well-performing public utilities, whose development has been 
integrated into PRSPs and Country Assistance Strategies.  There is growing international recognition of 
the importance of infrastructure to both economic growth and poverty reduction. 

 
Accordingly, we endorse the Bank’s renewed focus on infrastructure lending in its Infrastructure 

Action Plan.  However this approach should not become volume-driven.  The policy framework for 
infrastructure and the efficiency of its regulation of remain central to the success of activities in this 
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sector.  The Infrastructure Action Plan does not directly address the issue of quality and sustainability of 
investments.  Many past investments have suffered from maintenance problems and lacked sustainability.  
The Bank should continue to focus on policy and institutional issues to ensure better outcomes from 
lending. 
 
 
Statement by Mr. Antonio Fazio, Governor of the Bank of Italy9 
 

It is heartening to see the progress that has been made in the five months since the last 
Development Committee meeting.  In two respects in gaining a deeper understanding of the multifaceted 
and complex challenges that the Summits of Doha, Monterrey, Johannesburg and Rome have laid before 
the international community; in taking concrete steps towards addressing them.  The Bank and the Fund 
should continue to follow this pragmatic, incremental approach towards achieving the Millennium 
Development Goals (MDGs) in full partnership with the other players involved. 
 
Supporting Sound Policies with Adequate and Appropriate Financing 

 
Key to achieving the MDGs is a partnership between developed and developing countries based 

on their mutual responsibilities.  Last spring we asked the Bank to prepare a report on progress made so 
far in developing countries  with sound policies toward achieving the MDGs and on the impact of aid in 
such an environment.  The analysis shows in quite a stark manner that even countries with relatively good 
policies need a sharp acceleration of the reform process—leading to faster economic growth and 
accompanied by more aid—in order to achieve most of the MDGs.  If these countries stay the course, a 
good number is likely to meet income poverty and education goals, but only a handful will reach health 
and environment targets.  The child and maternal mortality targets will not be achieved almost universally 
in the sample.  Prospects are particularly daunting in some of the Sub-Saharan African countries.  From 
these findings on the good performers, one can easily infer the dimensions of the task ahead for the 
totality of developing countries.  This is a sharp reminder, to both developed and developing countries, of 
the need to strengthen their reciprocal commitments.  At the same time, we can draw some comfort from 
the fact that progress depends largely on our choices.  

 
There is no doubt that a substantial increase in aid is needed to achieve the MDGs.  Following 

Monterrey, several commitments—totaling US$16 billion of new aid resources—have been made.  Three 
countries in my constituency, Italy, Portugal and Greece, aim at reaching a level of ODA equivalent to 
0.33 percent of GDP by 2006.  These are substantial commitments, particularly at a time when national 
budget are severely constrained.  We must focus on delivering on them. 

 
It is likely that additional resources will be needed beyond 2006, although we encourage the Bank 

to continue refining its assessments of resource needs at the country level to provide us with more reliable 
estimates for the post-2006 period.  Estimates should factor in domestic resource mobilization, private 
capital flows, changes in the trade environment and gains from increased aid effectiveness.  We need in 
particular to explore innovative mechanisms to mobilize resources from the private sector through 
appropriate incentives.  

 
With respect to aid effectiveness, we are fully supportive of efforts to align aid resources more 

closely with country priorities and processes and to harmonize donors’ requirements and practices along 
the lines set forth in the Rome Declaration.  When adequate financial management systems and medium 
term expenditure frameworks exist, it should be possible to link aid flows to a country’s budget cycle.  
Financing of recurrent costs must remain, however, very selective and limited to those countries where 
the appropriate conditions are shown to be present. 

                                                 
9 On behalf of the constituency of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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Future analysis of appropriate levels of external financing should assess very carefully issues of 

debt sustainability.  With respect to broad debt relief and prospects for debt sustainability, the HIPC 
Initiative has achieved good results so far.  But, there are still substantial challenges lying ahead.  As we 
move forward, the fundamental issues of creditor participation and changes in the topping up 
methodology need to be addressed in an integrated manner.  We could support proposals aimed at 
ensuring that additional debt relief benefits the HIPCs only, and not other creditors, provided these 
proposals go along with renewed efforts to involve as many creditors as possible. 
 
Measuring and Managing for Results: the Global Monitoring Exercise 

 
We must continue monitoring the impact of our policy choices and actions so that we can steer 

our course in a timely manner when required.  Demonstrating results is critical to obtain the necessary 
support for additional aid flows.  We welcome the progress that the Bank, the Fund and other institutions 
have made in refining existing tools, identifying data gaps and sharpening interagency processes, 
coordination and cooperation with respect to monitoring.  An area, however, where we would wish to see 
even more rapid progress is in the preparation of a time-bound action plan, with clear resource 
implications, for improving those development statistics, in particular social indicators, that would enable 
to track the MDGs more precisely.   

 
As work progresses towards preparation of the first global monitoring report to this Committee 

next spring, I would like to stress three points.  First, the monitoring exercise should always keep in sight 
its central purpose, which is to reinforce country and institutional accountabilities and identify priorities 
towards achieving the MDGs.  To provide the basis for a substantive discussion by the Ministers, next 
spring global monitoring report should have a sharp analytical and strategic focus on the link between the 
policy choices of the various partners and results vis-à-vis the MDGs.  Second, I would underscore the 
importance of  maintaining  the whole monitoring exercise cost effective and efficient by avoiding 
proliferation of technical instruments and duplication of efforts across agencies.  The approach to 
monitoring must be kept balanced.  There is clearly a trade off between the reliance on increasingly 
sophisticated tools, on the one hand, and the need to provide quick feedback in real time in order to 
influence key decision-making processes, on the other hand.  Finally, we welcome that—in response to 
our request at the last meeting—the Report will be covering actions by IFIs and issues of policy 
coherence and coordination across them.  As stressed in the past, this is an area where discussions in the 
Development Committee can substantially contribute to the resolution of outstanding issues. 
 
Enhancing the Voice of Developing and Transition Countries in the Bretton Woods Institutions 
 

We appreciate the efforts that the Board of the Bank and the Fund have been making to take the 
issue of Voice forward.  Voice should not be seen narrowly as a “developing or transition country issue.”  
It concerns, in a fundamental way, the legitimacy of these institutions and their ability to carry out their 
mandates effectively.  Therefore, it is critical that further progress be made.  In the Fund, discussions 
should continue in the context of the framework of the thirteenth quota review.  We fully endorse the 
broader understanding of Voice emerging from Bank’s discussions that, while recognizing the importance 
of issues of capital structure and voting, emphasizes other critical and complementary dimensions.  

 
We underscore that country ownership of operational programs is a key dimension of Voice.  In 

this respect, the PRSP approach has been gaining widespread support and is providing, overall, a 
comprehensive framework both for the articulation of a country’s own development priorities and 
strategy and for the alignment of donors resources behind these.  However, PRSPs must be further 
strengthened in several respects.  First, by building stronger analytical and implementation capacity at the 
country level.  Second, by improving the quality of data that policy-makers rely on in their formulation, 
implementation and monitoring.  Third, by linking them more closely with the domestic budgetary 
process.  Finally, within the Bank, by supporting them and other key operational processes such as 
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Country Assistance Strategies through further decentralization of responsibilities to country offices and 
enhanced staff diversity.  We encourage Bank management to implement the concrete commitments that 
already exist in these areas and to fill gaps promptly where necessary.  We also recognize the important 
steps that are being taken to increase the capacity of EDs offices, with a particular focus on developing 
and transition countries, and look forward to their implementation.  
 

On IDA governance and voting, we encourage the Bank to do further work and to present us with 
some specific options and their implications at our next meeting.  On IBRD capital and voting, it is 
important to keep the discussion open.  The Board of the Bank could further explore whether a broad 
consensus could be reached on measures to ameliorate the representation of the poorest countries without 
a change in the Articles of Agreement.  Other steps to enhance the effectiveness of constituency 
operations could also be explored.  Even though times may not be ripe now for a selective capital 
increase, this issue would need to undergo periodic review.  This is critical to ensure that the link between 
the relative economic status of members and their voting power be maintained in the face of changing 
economic realities. 

 
Trade 
 

It is clear that the current multilateral trade system will continue to work effectively only if each 
party is able to transcend their immediate national interest and look at net gains in terms of  the overall 
package.  Here the Bank can play an important role in two respects.  First, it can encourage the shift from 
myopic to enlightened self interest by helping to quantify the long-term benefit that would result from a 
successful round of multilateral trade negotiations.  Second, as gains from previous agreements still need 
to be fully realized by developing countries, the Bank should continue to assist in the enhancement of 
trade-related capacities. In this context, we welcome the trade-related initiative unveiled by the Bank in 
Cancun. 

 
Indeed, in order to take fully advantage of trade as an engine for growth, developed and 

developing countries must adopt a balanced mix of actions aimed at achieving greater effectiveness on 
both the supply and the demand side of the trade equation.  New concessions on tariffs, which are the 
desired outcome of the Doha round of multilateral negotiations, need to be coupled with actions by 
developing countries to improve their trade-related infrastructure and their capacity for trade.  Through its 
renewed emphasis on infrastructure development, the Bank can play a key role in this respect. 
 
 
Statement by Mr. Jorge Giordani, Minister of Planning and Development (República Bolivariana 
de Venezuela) 
 
Supporting Sound Policies 
 

We believe that accelerating the progress towards the achievement of the Millennium 
Development Goals depends critically on the joint effort by developing and developed countries. 
Developing countries have the responsibility to implement sound economic policies, good governance 
and poverty reduction strategies, so as to be able to accelerate growth in such a way that those most 
vulnerable are benefited primarily, while the developed countries have the responsibility of opening their  
markets more and increasing the quality and quantity of aid. 

 
We reaffirm our commitment to make the Monterrey consensus work. In our view, it is still soon 

to assess the progress that has already been achieved -since it was just a year and-a-half ago when the 
international community reached such a critical agreement.  However, we do believe that more ODA -- 
beyond the commitments that have yet to be disbursed -- will be critical as countries consolidate a track 
record of good economic performance.  We are convinced that a more efficient ODA can have a real 
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impact and, that is why we should study different mechanisms to mobilize additional resources.  To this 
aim, the bank can play an important role and we urge it to do it.   

 
Notwithstanding ODA’s merits, it is also critical not to loose perspective and recognize its 

relative importance when compared with other pools of resources, such as those that arise from 
strengthening the local financial markets and investment environment, as well as those that result from 
trade and remittances  

 
In debating aid modalities, we concur that certain changes may be warranted to better take into 

consideration the circumstances and needs of developing countries.  In this respect, we support the 
financing of recurrent costs in areas such as education or health which are vital to achieve the MDGs.  

 
Enhancing Voice and Participation of Developing and Transition Countries 
 

We welcome the continuing discussion on the options that can be envisaged to enhance the voice 
and participation of developing countries in the decision making process of the Bank.  Moreover we agree 
that the package of measures or options that have been presented to us, could serve well in increasing the 
influence of developing countries. 

 
Yet, we believe that much more could be attained if we concentrate, not only on those options 

that can reasonably be expected to get a consensus, but also on those structural measures that although far 
more reaching and more difficult to agree, are in the end the ones that contribute to enhance the 
legitimacy of the Institution.  In this respect shareholders should consider that even outside of the scope of 
the voice issue, they should fulfill the principle laid out for the Bank from its inception: that a member’s 
share in the capital stock should reflect its position in the world economy. 

 
We believe that better results can be achieved by deepening the process of decentralization-as 

getting the Bank closer to countries contributes to a better comprehension of their reality and, thus, a 
better introduction of their views in the decision making process.  In the same vein, we concur with the 
need of increasing diversity, in all of its dimensions, as diversity should always be one of the greatest 
assets of these Institutions. It is regrettable that no concrete targets have been spelt out at this stage.  We 
urge the Bank to set up a kind of an action plan that may enable us to see how these processes are moved 
forward.  

 
We agree on measures that contribute to enhance the capacity of those chairs that represent a 

large number of countries and, with respect to Secondment programs, we urge management to take a 
more proactive role in advancing this very useful option. In addition we very much support the goal of 
creating more independent research and policy advice not only to increase the voice of developing 
countries, but also to ascertain the existence of alternative point of views.  This goal should not only be 
reached through donor financed trusts, but also through the Bank’s general budget.  

 
Finally, we urge the Bank to look much deeper into the issues of the Boards own operative 

effectiveness, as a way to enhance the voice of all countries. 
 

Trade 
 

We reaffirm our belief in that trade is an essential pillar for economic growth and we express our 
deepest concern with the recent non-results of the trade negotiations in Cancun.  We strongly urge the 
Bank Group to assist and support, by all possible means, all efforts directed to assure that the trade agenda 
delivers on its much needed and promised results. 
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PRSPs-HIPC Progress Reports 
 

We believe much could be gained by deepening the Bank and Fund’s commitment to better 
cooperate and coordinate with other donors, especially in support of the Poverty Strategy Reduction 
Papers (PRSPs).  

 
Needless to say that strengthening of the budgetary process is a definite key to successful 

implementation of PRSPs and providing transparency and public access to relevant budget  information, 
will also help to foster the wider participation needed. 

 
Regarding the HIPC Initiative, we urge the Bank and Fund to strengthen their efforts in finding 

ways to help those countries that have not yet reached the decision point and those that are on the way to 
attaining the completion point.    

 
With respect to the issue of long-term debt sustainability we believe that it should not be analyzed 

exclusively within the context of the management of liabilities, but that further attention should also be 
given to the general productiveness of the credits awarded and contracted, so as  to generate the economic 
growth needed to enhance the repayment capacity. Also, in order to achieve the long term debt 
sustainability of the HIPC Initiative, the domestic debt constrains needs to be carefully considered.  

 
Bank Group’s Infrastructure Action Plan 

 
We very much welcome the scaling up of infrastructure financing and we concur in that this 

should take place by “Facilitating engagement across the public-private spectrum”. In this respect we 
would like to note that assuring fuller participation in the process of consumers or end users, as well as 
given more careful considerations to their needs and possibilities, should help to avoid some of the main 
risks going forward. 

 
Finally we could not end this statement without expressing to our host country our most sincere 

admiration and thanks for all their efforts in organizing these meetings.  
 
 

Statement by Mr. Famara L. Jatta, Secretary of State for Finance and Economic Affairs (The 
Gambia) 
 
Supporting Sound Policies through Adequate and Appropriate Financing 
 
 From the outset, there has been a broad consensus that the task of meeting the Millennium 
Development Goals (MDGs) was a dual responsibility: developing countries had to commit to a clear 
poverty-reduction agenda, supported by commensurate policies and actions; the developed countries 
would match such efforts by providing appropriate and incremental financing to the developing countries. 
My constituency has taken its part of the understanding seriously, persevering with the process of 
economic reform and working to institutionalize the elements of good governance. 
 
 The implementation of the Monterrey Consensus is now well underway, and we are beginning to 
get some understanding of where we are and what needs to be done as a way forward. On the adequacy, 
allocation and timeliness of financial assistance, we would like to highlight four points: 
 

First, as demonstrated by the recent joint analysis of the staffs of the World Bank and the IMF, 
there is a need for a significant scaling up of aid, a need that is critical even in a good policy environment. 
Put simply, better use of existing resources and increased aid are necessary conditions for the attainment 
of the MDGs.  Private capital has a role to play, and its mobilization domestically and abroad must remain 
a focus of attention. However, our expectations must be realistic, especially with regards to potential 
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private inflows to the poorer countries. Past trends show that private capital flows strongly favor a small 
number of developing countries, even in a more robust investment climate than at present. In addition, 
directing private capital flows to poorer countries is not an overnight affair. It involves careful planning 
and decision-making which is a time-consuming process. 
 

Second, to enhance effectiveness, modalities for aid delivery must be flexible, including, among 
others, budget support to cover critical recurrent expenditures, especially for the social sectors; and 
increased financing for infrastructure, recognizing that this not only has a strong bearing on growth, but 
also a direct relationship to the ability of developing countries to improve the delivery of services.  Our 
development partners must see infrastructure spending as a pro-poor investment, and the World Bank 
should be proactive in working with countries to include infrastructure as a central pillar of its Country 
Assistance Strategy.  
 

Third, there is need to augment financial support to post-conflict countries and low income 
countries under stress, the so-called LICUS. To require these countries to put in place “sound policies” as 
a precondition for significant financial assistance is to miss the opportunity to effect positive change at a 
time when it is most critical. This is especially valid for countries constrained by major political and 
economic problems. The Bretton Woods institutions need a clearer paradigm for dealing with this 
category of countries.  
 

Fourth, with Sub-Saharan Africa being most at risk for not being able to meet the MDGs, the 
resource requirement of the region deserves more urgent attention, both in terms of predictability and 
timing. This leads to the important issue of cross conditionality between the Bank and the Fund, which 
generally interrupts Bank financing as well as official flows in the event of slippages in Fund-supported 
programs. As a result, critical social and capital projects are delayed with significant consequences, 
simply because of problems in meeting a short-term macro target. There is need to take a more pragmatic 
view to the challenges of macroeconomic programming and its relationship to longer-term development 
goals—in this case, the MDGs--and consider ways of de-linking the short-run PRGF issues from the 
longer-term PRSP/CAS agenda.  
 

We also call on the international community to recognize that Sub-Saharan Africa needs a 
judicious balance between programmatic and project lending, with the latter being given greater attention 
to help countries in the region close the wide infrastructure deficit. Against this background, we look 
forward to further refinements of the Country Assistance Strategy framework, which, as the principal 
instrument for Bank assistance should become more of a focal point for reflecting country priorities as 
indicated in the PRSP.       
 

Creating the environment for developing countries to generate their own resources  through trade 
is an important part of the calculus of development financing. In this vein,  we continue to make the point 
that trade reforms and increased access to the markets of developed countries will have a significant role 
in improving the prospects for developing countries to achieve the MDGs. A more propitious outlook for 
the global economy would also be a boost to the developing countries’ potential to reach the MDGs, 
noting the ancillary effect on trade and the investment climate.  
 

We should continue to support the HIPC Initiative. It should be noted, however, that the process 
still remains very slow. Only two countries have reached the completion point; and just one has recently 
reached the decision point. Not only must we speed up the process, but we should also consider extending 
the sunset clause to ensure that the maximum number of countries can benefit. Furthermore, the jury is 
still out on whether at the end of the day countries benefiting would have achieved debt sustainability. We 
also pointed out during the last meeting that HIPC as presently designed has the potential to restrict a 
country’s access to resources that might be needed to help it move toward the MDGs, even if those 
resources are of a concessional nature. In other cases, the nature of debt relief does not lead to increased 
resource inflows. We urge that the study due to be completed by the end of the year should address these 
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issues. We should also begin to look for innovative ways of  dealing with the special circumstances of the 
few HIPC-eligible countries which, due to the nature of their debt, might not be able to relieve their debt 
overhang under the present dispensation. The issues, in part, is related to the under-financing of the HIPC 
Trust Fund.   
 

Even as we recognize the need for additional aid, the fact cannot be lost that the method of aid 
delivery affects its effectiveness. This is why we continue to support donor harmonization and see the 
Rome Declaration as a good platform for action by all donor agencies. What we look for now is more 
visible results at the country level.     
 
Global Monitoring of Policies and Actions for Achieving the MDGs and Related Outcomes: 
Implementation action Plan 
 

We welcome the steps being taken by the Bank since the last Development Committee meeting to 
develop a framework for global monitoring and reporting. For the process to work, all of the agencies and 
institutions involved would have to be diligent in sharing information. But even before getting to this 
point, many of our countries will need assistance to improve statistics, including building capacity at the 
local level. This is an important task that should be given high priority by the World Bank, The United 
Nations and the IMF through a coordinated effort. In this connection, impetus should be given to the 
efforts of the Paris 21 Initiative, which was intended to give a global approach to the issue of improving 
statistics. Once the common platform is agreed it should not be difficult to develop an on-line working 
systems between Washington and country capitals and among capitals themselves. 
 

It is reassuring that the monitoring framework includes the actions of developed countries. This 
reinforces the underlying concept of mutual accountability, and, hopefully, will ensure that such actions 
are consistent with those being made by the developing countries. An important aspect of  accountability 
on the part of the developed countries has to do with their commitment to provide full financing for 
meeting the MDGs. Presently we hear much talk about this, but little concrete action.  
 

While recognizing the value of having a comprehensive approach to monitoring, this should not 
necessarily lead to the imposition of global standards and codes. Many developing countries would need 
time, especially on matters relating to the financial sector. 
 

The usefulness of the Country Policy and Institutional Assessment (CPIA) as one of the 
instruments for monitoring and reporting progress will be enhanced by making its methodology more 
transparent and establishing a process for countries to contribute their perspective on the determination of 
the ratings. It should be noted, in this regard, that African Governors will be holding a workshop on the 
methodology and applicability of the CPIA in November. Given that developing country concerns have 
not been addressed, there is a need for further deliberation before contemplating going beyond the present 
disclosure policy.  
 

We support the efforts to involve NEPAD, a home-grown effort by Africa to improve governance 
and lay the foundation for sustained economic growth in the continent. This lends credence to the 
objective of making the Action Plan as inclusive as possible and should be a way of fostering ownership 
of the monitoring process. Early involvement of the private sector would also make the framework more 
robust. 
 
Being in the forefront of coordinating and fine-tuning the monitoring process places upon the Bank the 
responsibility to improve its internal accountability and quality assurance systems.  In this regard, it is 
important to ensure that the proposed Global Development Review is comprehensive, multi-sectoral and 
contains clear messages for both developing and developed countries, and aid agencies as well.  
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Enhancing the Voice and Participation of Developing and Transition Countries in Decision-Making at 
the World Bank and the IMF 
 
 We were encouraged by the administrative decisions of the Board to enhance the capacity of the 
Executive Directors’ offices taken prior to our Spring meeting and welcome the further progress in his 
direction to include technological support and the secondment of staff from the capitals to the Bank for 
brief periods. Nevertheless, we are disappointed that not much progress has been made on some of the 
critical issues since our Spring meeting.  
 

Regarding the strengthening of capacity, my constituency is very interested in the Secondment 
Program, the details of which has already been developed for Sub-Saharan Africa by our Executive 
Directors working with the management of the Bank.  We call on our partners to support this Initiative so 
that implementation can begin by the end of the year.  In the event that donor support is not adequate, the 
Bank could use its own resources as part of its efforts to build capacity in our region, the scarcity of 
which, all agree, is a major constraint to development.  We also urge donor support for the establishment 
of a trust fund which will, among others, finance independent research to help enrich the perspective of 
African Executive Directors.  Such assistance should be used to strengthen existing African institutions, 
rather than be channeled through a center outside Africa.       
 

We would like to remind all governors that the Development Committee has a clear mandate 
from Monterrey to discuss “voice and participation” to a conclusion. Therefore we may not resort to 
prolonged delays, we need to bring this matter to full closure. As a way forward, we think a decision is 
needed to restore basic votes to their original levels, combined with a selective capital increase, as a first 
step towards addressing the structural issue of governance. We continue to emphasize the need for extra 
chairs for in the Boards of the two institutions, given the heavy work load of our Executive Directors. We 
also look forward to work on the quota review and that on the share structure in the World Bank. 
However, the point could not be overemphasized that every effort must be made to ensure that the voting 
strength of Sub-Saharan Africa is not eroded, as this would be inconsistent with the underlying concept of 
increasing the voice of the poor.  
 

There is also a need to move quickly to give developing countries room for a more meaningful 
participation in the decision-making process of IDA.  This means giving the Executive Board a greater 
role in IDA matters.  In doing so, we call on donors to support a trust fund to assist countries that have not 
been able to fully subscribe to their shares in IDA.  At the same time, the role of borrower representatives 
in the IDA Deputies meetings needs to be strengthened.  In addition, the Development Committee should 
give explicit recognition to the need for a culture change within the Bank and the Fund that will permit 
room for developing  countries to influence the agenda of these two institutions.  This message must reach 
down to the staff, so that the views of developing countries are given due consideration before policies 
and initiatives are brought to the Board for endorsement. In this vein, it should be added that there is little 
to be gained by pushing transparency at the Board level if it is not given equal thrust downstream, where 
policies are developed and implemented. 
 
 
Statement by Mr. Jin Renqing, Minister of Finance (People’s Republic of China) 
 

Peace and development, which cannot be sustained without the other, are the mainstream of the 
time. Peace is the prerequisite for economic development, and development promotes long-lasting peace. 
The current unstable geopolitical situation highlights the importance of promoting peace through 
economic development.  The consensus reached by the international community, and the global 
partnership forged at Monterrey in 2002 in making joint efforts to achieve the Millennium Development 
Goals (MDGs) through shared responsibilities provide us with a unique opportunity to reduce global 
poverty and achieve equitable economic development.  We welcome the discussion at this Development 
Committee meeting on the issues of implementing Monterrey consensus at the country level and 
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enhancing voice and participation of developing and transition countries.  I would like to share with you 
my observations on the specific issues on the agenda. 

 
Implementing Monterrey Consensus: Accelerating Financial Support for Developing Countries 

 
We are pleased to note that developing countries have made great progress in policy reforms 

since the Monterrey Conference in 2002.  It is especially encouraging to note that many developing 
countries have achieved impressive economic growth, despite the global economic slowdown, the 
deceleration of international capital inflows and the external difficulties.  The structural adjustment and 
the adoption of appropriate macro economic policies in the developing countries contribute largely to this 
superior performance.  However, there are still shortfalls in the progress in achieving MDGs.  Developing 
countries, especially the least developed ones, are facing severe shortage of development finance and 
suffering from very limited trade opportunities.  Adding to the existing economic difficulties in these 
countries, the development gaps between the rich and poor are further enlarging. There are formidable 
challenges ahead for achieving MDGs. 

 
Policy reforms by developing countries and additional financial support by developed countries 

are two key elements in achieving MDGs.  The volume of development aid, the sequence and formality of 
aid flows should take into account of country specific situation and should be better aligned with the 
development stage, poverty incidence and structural adjustment agenda of the recipient countries 
concerned.  Additional development assistance can play an important catalytic role in helping countries 
with continued policy reform to make progress towards MDGs. 

 
The lack of adequate official development assistance (ODA) is one of the biggest hurdles in 

achieving MDGs.  In the short term, even for those developing countries which have put in place sound 
policies and have stepped up efforts to structural adjustment, there are still shortages of supporting funds 
that pose a severe negative impact on the continuity of policy reform and sustainability of economic 
growth.  In the medium to long term, the development assistance committed by developed countries in 
Monterrey is far from what is needed additionally to achieve MDGs, which is estimated at about US$50 
billion on an annual basis.  Additional development assistance is not only necessary but urgently needed. 

 
Developed countries bear unshakable responsibilities to implement Monterrey consensus.  The 

immediate action needed is to increase development assistance, including providing additional and 
concessional funds for HIPC countries.  Developed countries should further study possible mechanisms to 
increase development assistance, including the International Financing Facility proposed by UK.  We call 
on the World Bank and IMF to do further work on the details of possible mechanisms in order to discuss 
this at a future date.  We hope that the international community would make concrete progress in a timely 
manner. 

 
Strengthening Monitoring Framework for MDGs and Ensuring the Quantity and Quality of Development 
Assistance 

 
We welcome the progress made by the World Bank and other international organizations in 

improving global monitoring framework of policies and actions for achieving the MDGs.  We agree that 
policies and actions of developing and developed countries should be regularly monitored by relevant 
international financial institutions according to the IFIs’ comparative advantages.  With regard to the 
monitoring of developing country policies, country ownership should be fully respected and a certain 
flexibility should be applied.  There is no better approach to measure aid effectiveness than looking at 
whether aid has helped economic and social development and stability.  The IFIs should step up their 
efforts to help developing countries to build up institutional capacity and promote policy reforms.  With 
regard to the monitoring of developed country policies, we welcome the emphasis of three policy areas, 
namely macroeconomic policies, trade and aid.  We reiterate that quantity of aid is no less important than 
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the quality of aid. While paying attention to aid effectiveness, developed country should further increase 
development assistance to achieve 0.7percent UN target. 

 
We also welcome the inclusion of monitoring IFIs in the framework and the work program.  We 

support the cooperation and coordination of the two Bretton Woods Institutions in helping countries 
achieve MDGs.  The BWIs should draw on past experience and formulate the appropriate development 
strategy in accordance with specific situation of developing countries. 

 
Implementing the Monterrey Consensus: Opening up Market to Developing Countries 

 
Opening trade is key for economic development.  However, trade liberalization cannot 

automatically bring about economic growth if it is not backed by a fair multilateral trade system.  We 
welcome the role the World Bank has played in promoting Doha development round and advocating for a 
fair, opening, rule-based trade system that addresses the needs of developing countries.  It is the due 
responsibility of the Bank to help developing countries with capacity-building in the process of trade 
liberalization.  We attach great importance to the complementarity of opening trade and additional 
development assistance.  The reduction of trade barriers by developed countries, especially in the area of 
agriculture subsidies, holds the key for the success of Doha development round.  This would also be a 
concrete demonstration for the developed countries to fulfill the commitment they made in Monterrey. 
We applaud the joint action of the World Bank’s President Mr. Wolfensohn and the IMF’s Managing 
Director Mr. Köhler to send a letter to the Director General of WTO, Dr. Supachai Panitchpakdi, to 
express the support of the two institutions for the Doha development round and urge developed countries 
to open up their markets to developing countries, particularly the poorest ones.  We regret that the Cancun 
trade ministers’ meeting failed to reach an agreement due to substantial differences mainly in the 
agricultural area.  At this critical moment, we urge all countries make concerted efforts to promote the 
Doha development round.  Developed countries in particular should take due responsibility to reduce 
agriculture subsidies and lower trade barriers so as to make concrete progress in trade negotiation and 
promote global development and poverty reduction. 

 
The forthcoming High-Level Dialogue on Financing for Development during the UN conference 

this year provides an important opportunity to review the progress in implementing the Monterrey 
consensus and formulate a detailed program to accelerate the progress, and further strengthen 
international cooperation and coordination. Such program should be progressive, selective, practicable 
and measurable. 

 
Strengthening Dialogue and Enhancing Voice and Participation of Developing and Transition Countries 

 
We welcome the continued discussion on enhancing voice and participation of developing and 

transition countries in the decision making of IFIs.  The participation of developing countries in world 
affairs is indispensable to establish a fair and balanced world economic order.  The World Bank is the 
largest development agency in the world.  Enhancing participation of developing and transition countries 
in the decision-making of the World Bank would serve as an important guarantee for the Bank to achieve 
its objective of poverty reduction through economic development.  And this requires necessary 
institutional back-up.  While emphasizing the importance of voice in terms of capacity building and 
technical support, the voting power of developing and transition countries in the two institutions should 
be increased accordingly so as to reflect the reality of increasing weight of developing countries in the 
world economy since the establishment of the Bretton Woods Systems 59 years ago.  In addition, we once 
again call for the two institutions to increase the recruitment of professional from developing countries, 
and make efforts to assign and promote the staff from developing countries to senior positions. 
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Promoting Infrastructure Development and Accelerating Poverty Reduction 
 
The provision of sound infrastructure services is essential to promoting productivity and 

competitiveness. It is also a prerequisite for achieving sustained economic growth.  The past lessons and 
experience suggest that there are strong correlations between infrastructure development and poverty 
reduction.  Without sound water facilities, there is no way to provide clean and safe water.  Without 
electricity and transportation network, poverty reduction will be an empty promise. We welcome the 
infrastructure action plan proposed by the World Bank. We expect the plan will be activated on the 
ground as soon as possible. While stepping up efforts to invest in infrastructure, the role of safeguard 
policies should be treated in an appropriate way, and due attention should be given to the balance of cost 
and benefit.  The Bank should formulate practicable and feasible safeguard policies that are based on the 
reality of borrowing countries so as to effectively promote economic growth and poverty reduction. 

 
Last but not the least, I would like to take this opportunity to express our sincere appreciation for 

Mr. Nicholas Stern, the Chief Economist of the World Bank, for his extraordinary contribution to 
development, both in theory and practice. I wish him every success in his new career. 
 
 
Statement by Mr. Antii Kalliomaki, Minister of Finance (Finland)10 

 
We meet today in a context of encouraging signs of a modest economic upturn. However, the 

outlook for the global economy remains uncertain with substantial downside risks persisting. The current 
situation highlights the need for resolute action on several fronts in order to consolidate the ongoing 
recovery. Many countries are making encouraging progress in reducing poverty rates and on reaching the 
Millennium Development Goals. However, one major challenge lies in the clouded outlook for the global 
economy, which affects all countries. In addition to economic uncertainty, also political factors have 
contributed to the current situation. Confidence building in the multilateral system is clearly needed, and 
further progress in achieving the Millennium Development Goals and in trade negotiations in the context 
of the Doha Development Agenda would help significantly in creating such confidence.  

 
The overriding theme on today’s agenda is the implementation of the commitments made by both 

developing and developed countries last year in the Financing for Development Conference in Monterrey. 
In my remarks, I will briefly address each agenda item in front of us today focussing on issues that our 
Nordic Baltic constituency would like to highlight in the discussions. 

 
Supporting Sound Policies with Adequate and Appropriate Financing 
 
The first agenda item is responding to this implementation challenge at the country level. The 

NBCs would like to focus our remarks on the following points. Firstly, PRSPs, or equivalent national 
programs, constitute the country level framework for implementing policies and programs as well as 
monitoring progress towards nationally defined targets and ultimately the MDGs. These national 
strategies should be fully utilised to formulate medium term goals and translate these into budgets and 
programs where all resources, including domestic revenues and aid flows, are incorporated.  

 
Secondly, many donor countries have formulated clear time schedules for increasing the volume 

of their aid budgets in line with the commitments made in Monterrey, thus acknowledging that increased 
aid volumes are necessary. We should now concentrate on fulfilling these commitments. Moreover, 
proven track record of sound policy performance should be an important determinant for the allocation of 
development assistance. Aid needs to be channelled in a way that creates incentives for improving 

                                                 
10 On behalf of the Nordic and Baltic Countries. 
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policies and the institutional environment, thus giving aid a catalytic role in  increasing domestic 
investment and growth.  

 
Thirdly, while fully agreeing with the principle that larger proportion of aid should be provided in 

the form of budget support and/or sector programs, the efforts to improve public expenditure management 
and other standards for accountability need to be accelerated. We believe that the Bank and the Fund can 
be valuable partners for their member countries in improving these standards to internationally accepted 
levels. 

 
Fourthly, ensuring the sustainability of financing and avoiding over-indebtedness needs more 

systemic attention than before. Despite the instrumental role of the HIPC initiative in finding temporary 
solutions to the problems of high indebtedness, the challenge for the future remains in avoiding 
reoccurrence of these debt problems and keeping public finances on a sustainable path. For development 
assistance in general, the objective of debt sustainability raises important implications as regards whether 
external support is provided in the form of loans or grants.  The answers clearly need to be country 
specific and loans, in many contexts, are viable instruments for development.  However, we should avoid 
lending to clearly unsustainable debt situations as well as creating other systems of aid provision that 
pushes the financial burden to future generations to bear.  

 
Fifthly, while the main focus of the document for this agenda item is on the external financing 

part of development programs, we must stress that our primary concern should continue to be ensuring 
productive use of all available resources.  As confirmed in the Monterrey consensus, the various sources 
that are needed for financing for development include domestic (private and public) resources, foreign 
investments, trade, ODA and debt relief.  The primary responsibility for development lies with the 
countries themselves and thus the flow and mix of such resources will be determined by domestic policies 
and developments. In this respect, political and social stability and improving the institutional and policy 
environment remain key factors for which, of course, countries themselves have the primary 
responsibility. Indeed, improving the functioning of markets by enhancing competition and stability 
through effective regulation is one of the main tasks of every domestic administration.  

 
Finally, we should bear in mind that also the global outlook has a great influence on developing 

countries’ own growth prospects, including on domestic resource generation. In this respect, the work for 
all of us, the developed and the developing countries alike, starts at home. All countries must make sure 
that they credibly follow responsible and long term policies supporting economic and financial stability as 
well as sustainable domestic growth. 

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
Our constituency welcomes the discussion on voice as one important element of the Monterrey 

consensus aimed at strengthening international dialogue and decision making. Having a sufficient  means 
for participation affects how each country can identify with the institutions’ operations and policies. Our 
constituency also believes that the existing parallelism in the governance structure between the two 
Bretton Woods Institutions should be adhered to also in the future. Economic stability, growth and 
poverty reduction have to be treated coherently as integral elements of the overall development process.   

 
Important steps in enhancing the voice agenda have already been taken through initiatives aimed 

at strengthening the capacities of the EDs’ offices in both institutions. These initiatives should now be 
finalised and fully implemented in order to ease the workload of the two largest African offices. In 
addition to building capacity in EDs’ offices in Washington, country level initiatives should in our view 
receive adequate attention. In this respect, we strongly believe that the PRSP approach holds much 
potential also as a means for enhancing the voice of developing countries in these institutions. 
Furthermore, close interaction between home authorities and EDs’ offices should be encouraged and 
facilitated. 



 56

 
We would like to commend the staffs of the Bank and the Fund for producing the current paper 

under discussion that also includes the more longer term elements. Moving forward on many of the 
options presented clearly requires broad support from the member countries. Given that these longer term 
options entail difficult trade-offs for many member countries, this consensus building may take some 
time. 

 
At this stage our constituency supports an increase in basic votes for each member country as a 

viable option for increasing the voting strength of developing and transition countries. In addition, we do 
support more effective representation of developing countries in IDA negotiations. Finally, the NBCs 
believe that increased transparency, decentralisation and staff diversity within the Bank and the IMF as 
institutions are potentially very effective avenues for enhancing the voice of all member countries.  

 
Progress on Trade 

 
Experience shows that international trade is of critical importance to growth and development 

more broadly. This message was also confirmed by all parties in Monterrey last year. In this respect, 
achieving progress on the ongoing Doha trade round should be one of the top priorities of the 
international community. We regret that it was not possible to yet reach a consensus in Cancún on some 
of the outstanding issues, and urge the WTO members to continue to work constructively in order to 
conclude the negotiations. Positive developments on the trade front would not only contribute 
significantly in the medium to longer term to growth and poverty reduction, but could also provide a 
boost in investor confidence in the shorter term.  

 
It is clear that we need progress in reducing trade barriers both between developed and 

developing countries as well as, importantly, among developing countries themselves.  NBCs 
acknowledge the special importance of agriculture to developing countries and, consequently, also the 
responsibility that industrial countries have in improving the market access for their agricultural products. 
However, increasing market access is only one, albeit very important aspect of making trade liberalisation 
beneficial for the poor. Adequate emphasis should also be put on the so called “behind the border” or 
supply side issues, including appropriate and adequate capacity building, in order to ensure that domestic 
production actually responds to new opportunities.  Moreover, social safety nets should be designed in 
order to alleviate the burden of adjustment that affect some segments of society that may be negatively 
affected by liberalisation. In this respect trade, domestic policies and aid are clearly complementary. We 
welcome the role that the Bank has been playing in this respect and urge it to work even further, in 
cooperation with other stakeholders, to assist countries to integrate trade policies into their Poverty 
Reduction Strategies.  

 
The Nordic Baltic countries welcome the implementation report on monitoring policies, actions 

and outcomes that are needed to achieve the MDGs, all eight of them. We believe that effective 
implementation requires systematic monitoring of actions and therefore we support the proposal to 
present this information on an annual basis for this Committee’s consideration. We also welcome the 
agreed division of labour between the BWIs and the UN in these MDG related monitoring efforts building 
on their mandates and institutional comparative advantages.  

 
However, we would like to highlight the following three points when developing this monitoring 

framework further. Firstly, there is a need to improve further the robustness and transparency of 
underlying analysis in order to ensure fair assessment of individual countries on both sides of the deal. In 
this respect, the NBCs would urge the Bank and its member countries to agree on both disclosing the 
Country Policy and Institutional Assessments (CPIA) at an individual country level and moving to a 
policy of presumed publication of all Country Assistance Strategies (CAS). In our view this would be 
important for ensuring that not only individual country performance, but also the Bank’s analysis of it as 
well as support for it should be brought under public scrutiny. Secondly, in order to avoid duplication of 
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work in various fora, cooperation in gathering underlying data and open information sharing between 
different stakeholders in this exercise (incl. member countries, BWIs, UN, WTO, OECD/DAC, Regional 
Development Banks, etc.) can not be overemphasised. Thirdly, we would like to provide a word of 
caution as regards relying too heavily on generalised formats for assessing the performance of various 
countries. These common formats serve their purpose, but they should be complemented by closer 
analysis of country specific factors. 

 
HIPC and Beyond 

 
Progress made so far in implementing the HIPC Initiative has been relatively steady, but slower 

than anticipated due to both internal and external factors. Significant challenges in fully and successfully 
implementing the initiative still remain, three of which we would like to focus our comments on today.  

 
Firstly, the option to consider topping up debt relief at the completion point, if there has been a 

fundamental change in a country's economic circumstances due to exceptional exogenous shocks, should 
be implemented in a coherent and transparent manner. However, it is important that insufficiently sound 
policies are not rewarded by an excessively flexible approach to topping up, since this would threaten the 
rationale of the Initiative itself. Secondly, in order to avoid some creditors subsidizing others and to 
provide an extra cushion for eligible countries, additional bilateral debt relief on top of and beyond HIPC 
relief should be excluded when calculating the need for topping up. Bearing in mind that procedural ways 
for creditors to prevent inclusion of their extraordinary debt relief in the topping up calculations have 
been demonstrated, our much preferred option would still be to change the current methodology for 
calculating debt sustainability at the Completion Point. In fact, should a fair burden sharing be obtained, 
all major European donor countries stand behind this call for a change in methodology. In this respect, 
NBCs strongly believe that it is important to secure the financing of the initiative based on a fair burden 
sharing, including the significant costs of IDA’s debt relief. We urge all creditors, both official and 
private, that have not yet provided their share of the financing to do so as soon as possible. In case we see 
no progress in this respect in the near future, we propose that the Bank and the Fund and the contributing 
member states start intensifying their pressure on reluctant creditors both privately and also in public fora.  

 
However, it is clear that debt relief alone can not guarantee a sustainable debt situation in the 

longer run. Broader issues relating to governance, institutional set ups, as well as economic and structural 
policies including medium term financial frameworks based on prudent debt management need to be 
addressed. In this respect, we ask the Bank and the Fund to prepare a paper on the longer term aspects of 
debt sustainability in post-HIPC countries for this Committee’s consideration in time for the Spring 
meetings. In addition to highlighting key challenges from the low income country perspective, this paper 
should also focus on emerging challenges and potential constraints for the IFIs (including implications for 
loans vs. grants discussion as well as for institutions’ incentive structures) as providers of concessional 
loans to their low income member countries.  

 
Progress on PRSP 

 
At the country level implementation of the Monterrey commitments is being done within the 

conceptual framework of the PRSP approach stressing country ownership and alignment of external 
support to national priorities. We agree with the message in the Progress report that the focus should now 
turn increasingly from preparation of the strategies to actual implementation. Our constituency would like 
to make the following remarks as regards some of the emerging challenges with the approach. 

 
Firstly, reliable data is a prerequisite for effective economic and social analysis informing 

national policy decisions. The availability and quality of this data in many PRSP countries still leaves a 
lot to be desired and there is a strong case for improving the statistical capacity and institutional 
arrangements in this area. Both BWIs should, in our view, contribute in their areas of expertise in building 
this capacity in their client countries. Secondly, more emphasis should be put on identifying potential 
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sources of growth and analysing possible sector trade offs and supporting inter-linkages with a view of 
giving greater consideration for alternative policy choices. In this respect, Poverty and Social Impact 
Analysis (PSIA) could increasingly be applied as a useful tool to identify appropriate policy options for 
the countries concerned. Thirdly, the links between medium term financial frameworks, budgets and the 
PRSPs are crucial for effective implementation. In this respect, significant challenges remain in 
improving the transparency of the budgetary process in many PRSP countries. As to the donors’ 
responsibilities, NBCs continue to stress the need for improving the pace at which harmonisation of 
procedures, policies and actions is being implemented at the country level.  This should, however, be 
done without compromising international standards related inter alia. to procurement and financial 
management. And finally, although improving, the link between PRSPs and the MDGs needs to be 
strengthened. 

 
Infrastructure Action Plan 

 
Our constituency welcomes the reinforced attention on infrastructure needs in the Bank’s client 

countries. Productive and sustainable investments in infrastructure play an important role in contributing 
to growth and to poverty reduction more broadly, including to social sector service delivery. Due to 
various reasons the expectations on private sector financing of the infrastructure investments have 
materialized only partially. Therefore, and in response to client demand, we can support the proposal to 
gradually reverse the recent decline in infrastructure lending. However, future lending should be aligned 
to PRSP objectives and support the positive inter-linkages between infrastructure and economic and 
social development in order to effectively contribute to poverty reduction. In addition, current focus on 
policy and institutional environment needs to be continued in order to improve the productivity of 
infrastructure investments. The Bank Group will not be able to satisfy the infrastructure needs of its client 
countries alone, and leveraging additional financing from other sources, both official and private, remains 
one of the key challenges. Finally, it is clear that the new approach needs to be country and sector specific 
and tailored to individual circumstances. 
 
 
Statement by Mr. Oscar Knapp, Delegate for Trade Agreements, Ministry of Economy 
(Switzerland)11 
 

Today, we are meeting again at a time of many uncertainties. While the economic outlook is 
somewhat brighter than at our last meeting, the security situation in the region or the outcome of the 
ministerial trade conference in Cancun, just to name two important factors, pose serious challenges to the 
international community. This situation calls upon all of us to deeply and self-critically reflect about the 
lessons to be learned – individually and collectively – and to move ahead with a clear focus, 
determination and the willingness to converge on promising compromises. The stakes are simply too high 
to allow too narrowly defined interests prevail and stop the momentum. This implies that we have to 
make efforts to better understand each others’ interests and constraints, be they economic or political, to 
foster a culture of dialogue and communication among governments and with the public at large. In this 
spirit, this Development Committee meeting comes at a crucial juncture to give a clear signal that we are 
committed to take our common responsibility and to move all together towards achieving the Millennium 
Development Goals. 

 
Sound Policies and Appropriate Financing 

 
We are still at the beginning of implementing the ambitious commitments of Monterrey. Yet, the 

Monterrey Consensus has already produced some important positive effects. It holds accountable all 

                                                 
11 On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia and Montenegro, Switzerland, Tajikistan, 

Turkmenistan, Uzbekistan. 



 59

stakeholders in development, borrowers, donors and multilateral organizations alike, and helps us focus 
on becoming more effective in achieving results. The Global Monitoring Framework will be a critical tool 
that will allow us to bring clarity and transparency into the picture. This should lead to informed 
discussions and sound judgment on sustaining positive trends as well as tackling policies and actions 
lagging behind. We appreciate the progress already made in the elaboration of this monitoring framework 
and we urge the Bank and the Fund to finalize – together with the United Nations and the other 
institutions involved – this common system by addressing also aspects of efficiency, effectiveness and 
avoiding overburdening the limited capacities of developing countries. 

 
It has become quite apparent that progress and development hinge critically on the quality of 

domestic policies, mobilization of local resources, trade and private investments – as well as the ODA. 
 
It is evident that we all have to contribute to improve the global economic framework and 

strengthen the rules that govern the multilateral system. We note with satisfaction that many developing 
and transition countries, including borrowing countries of this constituency, have embarked on reform 
paths and are achieving initial positive results. They must sustain these efforts through broadening and 
deepening of their reform agendas. At the same time, the industrialized countries have to underpin these 
efforts with appropriate, predictable and timely support. Economic challenges make it difficult for many 
industrialized countries to increase aid volumes in the short run. It is therefore crucial that developing 
countries focus on mobilizing local resources through growth and sound economic management, and that 
effectiveness of existing aid is maximized. We should also be cautious to strike the right balance between 
loans and grants and take into serious consideration concerns of debt sustainability of developing 
countries as well as the financial integrity of International Financing Institutions. 

 
We should use the momentum to accelerate progress on the front of sound policies in the 

developing and developed countries. PRSPs have already proven to be central in this process. We are very 
pleased that the borrowing countries in our constituency have made strides. In Azerbaijan, Kyrgyz 
Republic and Tajikistan PRSPs have been completed and in Serbia and Montenegro as well as in 
Uzbekistan they are on their way. These countries have made very positive experiences, as they engaged 
in a genuinely participatory process while elaborating and implementing their poverty reduction 
strategies. In this respect, managing tensions between numerous needs and limited resources and 
capacities, setting up medium-term expenditure frameworks and strengthening public expenditure 
management turned out to be critical success factors. 

 
There are other inspiring lessons from countries that have achieved a higher level of 

harmonization. In Mozambique the government and bilateral and multilateral donors have reached a new 
quality in their partnership. The declaration of the World Bank to use the review mechanism of the joint 
donor budget support program can be considered a breakthrough. 

 
Switzerland is ready to bear its share and we are committed to contribute to a higher degree of 

harmonization, coordination with other donors, selectivity and additionality in our aid programs. This 
implies also, provided the performance and the institutional situation in a developing country is adequate, 
that donors should increasingly provide sector or general budget support. 

 
Leveraging Trade for Development 

 
The Bank’s analytical work convincingly underscores that policy and structural reforms in 

developing countries combined with development assistance are required to spur growth and private 
sector activities, both domestically and across borders, and to achieve the MDGs. Inversely improving 
global framework conditions and rekindling global economic development that foster more trade and 
foreign investment have an impact on fostering growth and pushing ahead structural improvements in 
developing countries. 

 



 60

In this sense, the setback of Cancun is disappointing for all developed and developing countries, 
in particular for those in our constituency. Nobody can be satisfied with the current situation and it is 
urgent to do serious soul-searching in all the camps. The World Bank’s studies, such as the Global 
Economic Prospects 2004, do provide enough analytical underpinning that we all are loosing out if the 
negotiations cannot be brought back on track. It is also clear that the MDGs are not only ambitious but 
may become elusive. Therefore, the World Bank’s engagement in research, technical assistance for 
improving trade capacity and lending for trade-related infrastructure needs to be stepped up. We trust that 
the Bank will contribute to rationalize the debate. It is critical to improve the comfort level of the 
negotiating partners to accept adjustment costs in specific areas, while benefiting overall. In that respect, 
we call on the Bank to extend its concrete support to countries in a transparent way. 

 
Enhancing Voice and Participation 

 
Switzerland has always been supportive of efforts to enhance participation of developing and 

transition countries in the decision making of the Bretton Woods Institutions. We recognize that although 
there is a whole realm of measures that contribute to this end, the level of support for introducing them is 
variable. We recognize that far-reaching structural changes in voting rights and capital structure are 
premature; we need to further dwell on the advantages as well as the potential disadvantages of changes 
in these areas. However, this does not preclude us from implementing the administrative and 
organizational measures that have been tabled by the Board. Their importance should not be 
underestimated. We fully endorse them, and Switzerland is also prepared to look into financial support to 
flesh them out, provided borrowing countries take the lead and spell out concrete proposals. 

 
We wish to recall that participation and voice are intrinsically linked with the corporate culture of 

the Bank in general. Decentralization and a stronger presence of staff in the client countries, a greater 
share of professionals of developing and transition countries in the staff and in higher levels of 
management contribute significantly and effectively to enhance the voice of developing and transition 
countries. Furthermore, we believe that the combination of developed and transition countries in a mixed 
constituency is a model that serves each ones’ interests as it allows mutual learning and understanding. 
Cooperation at Board level has been matched by targeted efforts by Switzerland and Poland to increase 
bilateral cooperation with other countries of our constituency. Such coordinated efforts also help bridging 
diverging interests in the Boards of Bank and Fund. 

 
Infrastructure 

 
We strongly endorse the Bank’s intention to re-engage in infrastructure, and thereby recognizing 

its fundamental role as a catalyst for development and poverty reduction. We welcome the flexible and 
undogmatic stance vis-à-vis public and/or private sponsors of infrastructure, according to specific 
circumstances. We acknowledge that infrastructure needs are huge and require massive investments both 
for rehabilitation and new projects, in rural areas in particular. It is crucial that infrastructure investments 
be embedded in adequate regulatory and institutional frameworks. The lessons of the World Development 
Report of 1994 on infrastructure, highlighting the importance of maintenance, recurrent cost financing, 
capacity building and governance, are still valid and essential. We particularly emphasize the importance 
of ensuring maintenance as a prerequisite for any investment. These lessons have to be folded into new 
operations without adding to transaction costs and without compromising environmental and social 
safeguards. This renewed commitment of the Bank has strong implications on its staffing, knowledge 
catch-up and integration into existing and future country assistance strategies. This will take time and 
should not come at the cost of other, equally important, priorities of the Bank. We will closely follow up 
how the Bank will translate this new commitment into the operational programs, specifically in countries 
of our constituency. 

 
The time from one Development Committee meeting to the next is short. Because many of the 

points we are discussing require substantial time for implementation, we cannot expect leaps. We note, 
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however, that current trends point into the right direction. The next meeting will certainly be very 
interesting as for the first time we are expecting clear facts and figures about our individual and collective 
behavior. At the same time, we do hope that the international community will not loose more time but set 
clear signals on key issues affecting developing and developed countries alike. 
 
 
Statement by Mr. Aleksei Kudrin, Deputy Chairman of the Government and Minister of Finance 
(Russian Federation) 
 
Supporting Sound Policies with Adequate and Appropriate Financing: Implementing the Monterrey 
Consensus at the Country Level 

 
This paper is an important step toward building consensus among donors on the need for 

additional and better structured external aid to achieve the MDGs in countries with good policies. In 
contrast to previous attempts to make the case for increased aid volumes in general terms, this one gives a 
detailed and realistic picture of what such incremental aid could achieve in countries with varying levels 
of economic and institutional development and absorptive capacity.  Most notably, it explicitly recognizes 
the crucial role of infrastructure in sustainable poverty reduction.  

 
However, while the case for additional and better structured aid is more persuasive, the main 

conclusion of the paper is all too familiar: the need to at least double the US$16 billion of incremental aid 
already committed by the international donor community, with further increases in the longer term. In our 
view this approach is not constructive. Instead we should put more emphasis on the crucial need to 
improve domestic resource mobilization, the only sustainable source of development finance. Before 
advocating any substantial increase in aid volumes we should address the issue of local absorptive 
capacity vis-à-vis existing aid flows – already a serious problem for the poorest PRSP countries. Finally, 
we should be realistic about the difficulties associated with committing substantial incremental volumes 
of aid: donor countries face their own budget constraints, domestic requirements and political economy 
considerations that should not be underestimated.  

 
In short, we believe that advocating doubling or tripling existing aid volumes creates unrealistic 

expectations and detracts attention from the more urgent problem – how to make existing aid more 
effective and supportive of domestic reform efforts. In this respect we believe that the issues of improving 
the structure of aid flows and updating modalities of assistance deserve far greater attention.  

 
Current structure of aid is alarming: of the US$52 billion of ODA in 2001 only half was available 

for program and project expenditures in recipient countries. Increasing this “active” part of aid, improving 
its delivery and flexibility (for example, by allowing recurrent costs financing), better aligning it to 
budgetary processes in recipient countries, and targeting assistance to sectoral programs could 
substantially alleviate the need for increased aid volumes.  

 
Modalities of aid often limit its effectiveness. One obvious issue is predictability of flows to 

countries with proven track record of good policies. Clarity about the levels of aid flows and conditions 
under which they will materialize is often critical for sustaining reforms in aid-dependent countries. The 
best way to achieve this is to align aid flows with country-owned development and poverty reduction 
strategies with clear and simple conditionality derived from these strategies. Such predictability and 
clarity could greatly enhance the effectiveness of aid resources already available.  

 
Removing other artificial restrictions on aid, such as for example allowing to finance recurrent 

costs, could also help make aid more effective. Of course, such financing should accompany tangible 
reform of public expenditures framework in recipient countries, as well as measured to enhance growth 
and revenue generating capacity in order to replace donor financing with domestically generated funds at 
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later stages. More generally, harmonizing donor requirements of disbursement, monitoring and reporting 
at the country level is another way of increasing aid effectiveness. 

 
Finally, we believe that growth is the key to overcoming poverty and aid dependence. Both 

structure and modalities of aid should be consistent with unleashing local growth potential, building on 
comparative advantage and increasing competitiveness of national economies. Infrastructure is the vital 
link between aid, growth and poverty reduction. While we are pleased to see that “there is growing 
recognition that infrastructure is crucial to achieving the MDGs”, it is worrisome that “most PRSP and the 
World Bank’s own country work do not yet incorporate infrastructure in a comprehensive and integrated 
manner” (p. 14). Obviously, these issues need to be explored in more detail. We believe that it is precisely 
in this area that the Bank’s contribution to achieving the MDGs can be especially valuable. 

 
Enhancing the Voice and Participation of Developing and Transition Countries: Progress Report by the 
World Bank 

 
We see the voice of developing and transition countries in the World Bank Group as an important 

goal, but not an end in itself. The reason why our voice matters is because we are the Bank’s clients, and 
our knowledge and experience of development are essential to make development assistance work. It is 
from this angle that we view any proposals for enhancing the voice and participation of developing and 
transition countries. 

 
It is not in the interests of any client country to undermine the effectiveness of the World Bank. In 

our view, it has robust and well functioning governance structure based on the tradition of “governance 
by consensus”, and we would not support any proposal that undermines it, or that might handicap the 
Bank’s financial position.  

 
We are concerned that a shift in the ownership structure of more than 5percent could affect 

IBRD’s financial standing and lead to increased borrowing costs. Moreover, in present financial market 
conditions even a suggestion of such a change could significantly hamper activities of the financial 
complex. We believe that preserving high financial standing of WBG institutions is in the best interest of  
all shareholders and is directly linked to the spirit of the Monterrey consensus.  We also believe that 
starting any serious discussion on shares and voting power redistribution in the WBG could not be 
productive before the outcome of the IMF’s 13th General Review of Quotas.  

 
Instead of opening up the issue of shares and voting rights, we could do much more to enhance 

the real voice and participation of developing and transition countries in the following ways: 
 
• by including representatives of the borrowing countries into IDA replenishment process;  

 
• by promoting staff diversity and decentralization in the WBG; 

 
• by strengthening the capacity of Executive Directors’ offices representing a large number of 

poor countries with urgent development needs and weak institutional capacity. 
 
It is not a secret that decisions of IDA deputies mostly reflect concerns of donor countries with 

diverse national accountability mechanisms.  While this is certainly appropriate, we also believe that 
greater inclusion of recipient countries into IDA governance mechanisms could benefit both donor and 
recipients. Further refinement of the CPIA methodology and greater transparency of this process, 
thorough assessment of the countries’ absorptive capacity, engaging countries in IDA monitoring and 
evaluation processes as well as increasing the Board’s role in IDA decision making would both make IDA 
lending more effective and increase the voice and participation of developing countries in key decision-
making areas.  
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Staff diversity and decentralized decision making are two of the most effective ways to involve 
developing and transition countries in preparing operations and formulating Bank policies. They are also 
important for promoting country ownership. As a recent poll of Bank’s perception among borrowing 
countries clearly demonstrates, more needs to be done to attain greater diversity of the Bank’s staff, 
including its middle and senior management levels.  

 
We welcome the progress achieved in enhancing capacity in ED’s offices but believe that greater 

and more targeted efforts are needed in order to achieve the desired outcomes. It is time to move from 
discussions to implementation. We expect the Task Force to present the Board with a clear time-bound 
action plan in the near future. 

 
Progress Report on Trade 

 
We highly appreciate the Bank’s double role as a source of unbiased analysis and concessional 

financing in promoting global trade as a means of development and growth. 
 
At the most general level the Bank influences trade agenda because it is an important center of 

applied development economics.  Reports produced by the Bank traditionally have wide distribution and 
impact and are viewed as an authoritative source of information and analysis.  A good example of such 
analysis is the most recent Global Economic Prospects report devoted largely to the trade agenda. In 
examining the complex picture of trade related events, trends and negotiations from the viewpoint of 
global development and poverty alleviation, the Bank positions itself as an independent and impartial 
player that can rise above specific political interests. 

 
This advocacy role is of crucial importance.  Indeed, trade is so vital to development that the 

Bank has a duty to its members to be its passionate champion.  Yet this must be the advocacy of truth and 
knowledge, not the advocacy of any particular interests, for only if the Bank maintains its neutrality in 
trade negotiations can its opinion continue to be so highly valued and praised as it is today. 

 
Thus, the Bank must view trade issues not only as part of current trade negotiations but from a 

broader perspective of development history. Its key strength is its ability to draw a balanced picture of the 
likely long term implications of any politically motivated decisions. 

 
In this regard we note with satisfaction the carefully nuanced approach taken by the Bank in its 

recent reports. More realistic assessment of possible outcomes of trade liberalization is accompanied by a 
candid analysis of new trade practices, which in many cases amount to a renewal of protectionism.  We 
urge the Bank to pay closer attention to these practices as they emerge and thrive, mostly in the developed 
countries.  Proliferation of protectionism has important implications, both direct (it affects trade positions 
of other countries) and indirect, typically in the area of political economy.   Highly visible instances of 
protectionism by major industrial countries often have much stronger effect on the public opinion in 
developing and transition countries than theoretical admonitions of economists.   This is why the Bank’s 
message of trade liberalization must be conveyed not only to its clients but also to the wider audience in 
the developed countries. 

 
In addition to this general advocacy role, the Bank has an important part to play as provider of 

analytical and financial assistance to its members in promoting and facilitating trade.  We wholeheartedly 
support these activities.  In our view, requests for such assistance should always be given priority in 
country programs.  The Bank, together with client governments, should identify and address key 
bottlenecks in the area of export finance, administrative trade facilitation and adoption of best practices 
and standards.  For instance, we urge the Bank to continue its active participation in the Integrated 
Framework and to make every effort to implement its action plans. 
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At the same time we need to bear in mind political economy aspects of trade.  Like all Bank 
operations, those in the area of trade can only be successful if they enjoy full ownership and support of 
the government and civil society.  There is ample evidence that reforms imposed from the outside, 
including those in the area of trade reform, are likely to backfire and be reversed, with much damage to 
the entire reform program, often for years to come. 

 
Our own ongoing experience with WTO accession is a clear testament to the importance of 

political economy in the trade agenda.   Some aspects of this process caused extremely heated discussions 
within Russia’s civil society, with certain demands on Russia widely perceived as excessive and 
unjustified.  Had it not been for the Government's clear position that WTO membership and reliance on 
mutually agreed rules of trade is its key priority, the entire negotiations could have been derailed.  Thus, 
an unbiased and politically sensitive approach is essential in promoting trade agenda, and the Bank is well 
placed to exercise it. 

 
Implementation Report on Monitoring Policies, Action and Outcomes Needed to Achieve the MDGs 

 
We can endorse the main structural blocks of this Implementation Report.  We believe that the 

outline of this report as presented to the DC adequately takes into account concerns and observations 
expressed by the countries.  We also appreciate the efforts by the Bank to improve coordination with 
other international and bilateral agencies involved in global monitoring of MDGs and to delineate better 
its role in the process. 

 
With respect to the Developing Countries part of the report we are pleased to notice that serious 

work program is underway to upgrade CPIA methodology and increase transparency of its application.  
We especially appreciate the fact that country teams are being urged to ensure adequate discussion of the 
individual country rating with respective country authorities.  We also look forward to the new disclosure 
policy on CPIA.  Without pre-judging the final results of these efforts we believe that CPIA can become 
an extremely valuable instrument of results-oriented global monitoring, reinforced by its link to the 
allocation of IDA resources.  We also support harmonization with similar instruments used by the other 
MDBs.  We hope that in the end we can create an objective and non-contradictory system of indicators 
that would greatly improve our understanding of how policies affect development. 

 
Turning to the metrics and data in key specific policy areas in developing countries (private 

sector environment, public sector governance and human development) we appreciate the fact that 
infrastructure has been included into the list of key indicators describing the environment for growth and 
private sector development.  We also commend efforts by the Bank to develop a set of “second 
generation” indicators of governance, focusing on more objective indicators that would complement and 
eventually  replace an earlier generation of perception-based indicators of governance and corruption.  
We also welcome projects aimed at compiling a set of indicators directly linked to Bank-supported 
operations in the governance and anti-corruption area. 

 
With regard to the Developed Countries part of the Report, we agree with its emphasis on 

macroeconomic policies, trade and quantity/quality of aid as the three key areas relevant to the 
development.  These work programs will essentially draw on the work by the IMF, WTO and OECD.  
While we support this approach in general, we would also like to see greater room for independent Bank 
judgment reflecting the experience of the WBG activities in countries and results of its research programs 
in respective areas.   

 
As before we would like to emphasize the crucial need for the Report to meet rigorous quality 

criteria, the most important of which are impartiality, frankness, and timeliness in analyzing both positive 
and negative trends and events.   For example, these reports should identify countries where social and 
economic problems are deteriorating, clearly indicating key factors behind such deterioration, be it 
external shocks or policy failures.   Special attention should be paid to trends in environment for private 



 65

sector development and for attracting foreign investment.  Reports should also examine developments in 
the trade and aid policies of the industrial countries, and the extent to which these policies conform to the 
Monterrey declarations.  By the same token, reports should also include candid assessment of the IFI 
activities and their role in the client countries.   

 
World Bank Group Infrastructure Implementation Action Plan 

 
We support the World Bank Infrastructure Action Plan as an important step in the right direction.  

Critical role of infrastructure in development has been recently widely recognized, and the World Bank 
has a lot of work to do addressing global needs for  infrastructure-related financing and advice. 

 
The Action Plan refers to complex linkages between infrastructure and the MDGs.  These 

linkages gain particular importance in view of the fact that the funds, which the international community 
can commit towards achieving the MDGs are insufficient given current growth rates.  We believe that 
acceleration of growth is the only way out of this trap, and that infrastructure development is one of the 
key pillars of growth, together with macroeconomic stability, good governance and business-friendly 
regulatory environment.  

 
With regard to the Bank's new approaches and practices, we welcome the idea of REDI, a new 

standard tool of country analysis devoted to infrastructure.  We also support innovative ways of financing 
infrastructure projects, including sub-national lending, risk mitigation instruments and "Corporate 
Projects".  We expect these innovations to be mainstreamed rather than remain limited to a number of 
showcase projects. 

 
Analysis of Bank business practices deserves additional emphasis.   In the past some of them 

tended to discourage infrastructure projects, so that the borrowers preferred to look elsewhere for 
financing their critical infrastructure needs.  We believe that it gives us another very important motive to 
underscore the paramount role of country ownership in all aspects of Bank assistance.  The Bank should 
rely on its client governments – who are both Bank shareholders and political representatives of the will 
of their people – to formulate and express the comprehensive vision of development unique to each 
country.  At the same time NGOs and other non-elected entities can be a valuable source of information 
and opinion. 

 
Another area deserving special analysis is the role of public-private partnership in infrastructure.  

Although in general we support such partnership, we urge the Bank to assess the experience of luring 
private sector into infrastructure projects by offering open-ended public guarantees.  In effect, such 
arrangements combine unbudgeted public commitments with unfounded private contingent liabilities.  
The resulting confusion of responsibilities may have serious long-term political implications, including 
for the overall public sentiment toward the private sector. 

 
In general, the analysis of infrastructure appears somewhat unbalanced.  Specifically, more 

attention should be given to transport infrastructure, which is critically important for economic growth 
and private sector development.  Transport projects provide a vital link between Bank’s infrastructure and 
trade agenda, and are essential for the balanced regional development of many countries. 

 
We believe that this meeting should become the starting point of a full-fledged discussion of 

infrastructure issues by this Committee.  The Action Plan, important as it is, needs to be supported by 
further research work, including serious analysis of the factors hindering the expansion of World Bank 
Group activities in the area of infrastructure. 
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Statement by Mr. John Manley, Deputy Prime Minister and Minister of Finance (Canada)12 
 
On behalf of the Canadian, Irish and Commonwealth Caribbean constituencies at the World Bank 

and International Monetary Fund, I would like to begin by thanking our good friends and gracious hosts 
in the United Arab Emirates for providing us with a splendid venue for our meeting.  Dubai, which in the 
space of 40 years has developed into an important international commercial, financial and transportation 
centre, provides a concrete example of how valuable natural resources can be used to promote economic 
development that benefits all citizens.  Dubai is also a good example of how policies that promote 
investment and draw on the advantages of the global economy can promote growth and poverty reduction. 

  
Regional Context 

 
Our meeting in Dubai, the first Bank/Fund meetings in the Middle East, comes at a particularly 

critical time for the region.  Iraq is emerging from over two decades of misrule, and we are all concerned 
that recent steps towards improving the situation in the West Bank and Gaza and Israel should lead to 
improved security and greater economic stability.  A number of countries in the region are economically 
thriving and taking steps towards greater democratic governance.  However, political and social 
instability in some other Middle Eastern and Central Asian countries has been a key factor in constraining 
longer-term growth and poverty reduction.  In too many parts of the region, poverty and economic 
stagnation fuel instability.  

 
In Iraq and Afghanistan the need for assistance is particularly urgent.  The Iraqi and Afghan peoples 

now have the opportunity to establish the basis for a more stable, democratic and prosperous future.  Our 
combined and sustained efforts are needed to assist in breaking the cycle of poverty and oppression that 
have plagued these two countries.  The international community must maintain its resolve in support of 
reconstruction efforts.  Our experience in countries emerging from conflict demonstrates that the United 
Nations, the Bretton Woods institutions and other international institutions have a vital role to play in 
providing coordination, technical assistance, financing and policy advice.  

 
The recent tragic bombing at the United Nations office in Baghdad, where so many dedicated 

international professionals—foreign and Iraqi—from the Bank, Fund and the United Nations were injured 
or lost their lives, does show, however, that we cannot be complacent about the security of our colleagues 
and the Iraqi people on the front line.  On behalf of the Canadian, Irish and Commonwealth Caribbean 
constituencies at the Bank and Fund, I would like to express my sincere condolences to the families and 
colleagues of those who were lost.  
 
Sound Policies are Key to Achieving the Millennium Development Goals 

 
Whether we are talking about the Middle East or about the world’s poorest countries in Africa, Asia 

and Latin America, certain lessons of development experience are clear.  While there is no doubt that 
individual country circumstances require individual approaches, it is equally clear that sound economic 
and social policies that promote participatory decision making and democratic governance are critical for 
development.  No country has made rapid progress on development and poverty reduction without 
creating a policy environment that promotes economic growth.  Moreover, to reduce poverty, the benefits 
from economic growth must accrue to everyone.  This means a strong commitment to social investment 
and to education and health care in particular.  

 
At Monterrey last year, a strong consensus emerged between developing and developed countries 

on an approach to achieving the Millennium Development Goals based on mutual responsibility and 

                                                 
12 On behalf of Antigua and Barbuda, The Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, 

Ireland, Jamaica, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines. 
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accountability.  For developing countries, the Monterrey Consensus means a strong commitment to good 
governance, including strong anti-corruption measures, the protection of human rights and respect for the 
rule of law.  The Monterrey Consensus also entails sustained implementation of sound economic and 
social policies.  Progress is being made in this area.  Aided by Poverty Reduction Strategy Papers 
(PRSPs), governance and economic and social policy frameworks are improving in an increasing number 
of developing countries.  Performance-based lending through the International Development Association 
(IDA) and the concessional arms of the regional development banks has helped reinforce this trend.  In 
Canada’s case, the Canadian International Development Agency increasingly is underlining the 
importance of good governance and the ability to use aid effectively in channeling incremental resources 
to poor countries.  

 
At the same time, the international community must continue to engage with low-income countries 

where economic and governance frameworks remain weak.  The Bank and the Fund have a particularly 
important role to play as advocates of sound economic policies and stronger governance and providers of 
assistance for capacity building for the category of countries known as “Low-Income Countries Under 
Stress.”  

 
The Monterrey Consensus, however, is not a one-way street.  In addition to its emphasis on better 

policies in developing countries, it also includes commitments from developed countries in areas such as 
increased aid, debt relief and more effective development assistance.  

 
One area where developed countries should be able to make rapid progress in improving aid 

effectiveness is by aligning their development assistance with national priorities and by improving the 
coordination and harmonization of their development cooperation activities with developing country 
partners and with each other.  Uncoordinated donor activities that generate a significant reporting burden 
on developing countries represent a waste of scarce resources.  In addition, donor programs that are not 
aligned with country-owned development strategies, such as PRSPs, continue to impose a donor-driven 
development vision.  In keeping with the principles of local ownership and donor coordination, Canada 
will firmly situate its country programs within locally owned frameworks identified by developing 
countries themselves.  PRSPs will be particularly important vehicles in this exercise in cases where they 
embody a legitimate participatory approach.  

 
We have been discussing the issue of donor harmonization within this forum and within the 

Organization for Economic Co-operation and Development (OECD) for some time.  However, our 
rhetoric on harmonization often outpaces our actions.  The High-Level Forum on Harmonization and the 
creation within the OECD of a Working Party on Aid Effectiveness and Donor Practices last year have set 
the stage for improvements.  We must ensure that progress is made and felt by our clients in our 
engagement at the country level.  We urge the Bank to continue efforts to simplify and streamline its 
procedures to promote greater coordination among partners in the field.  A critical next step will be the 
early adoption of indicators of progress on harmonization so we can monitor our progress.  In this 
context, we recognize the important work being done by the OECD/Development Assistance Committee, 
the New Partnership for Africa’s Development and the Economic Commission for Africa in developing a 
framework to follow up and monitor commitments embodied in the Monterrey Consensus.  

 
We also recognized in Monterrey that good policies in developing countries are not enough to 

guarantee that the Millennium Development Goals will be met.  Increased external financial support is an 
important part of the Monterrey Consensus, and donors have committed to increase aid volumes by 
US$16 billion annually by 2006.  In support of this effort, Canada has committed to increasing our 
International Development Assistance by 8 percent over the next two years.  

 
 

Voice and Participation  
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Another key lesson from our experience with development cooperation is that national ownership 
of the development agenda by developing countries themselves is critical to the success of development 
programs.  This is no less true for the success of Bank- and Fund-supported programs.  More effective 
developing country voice and participation in the Bank and Fund policy deliberations is critical to 
ensuring that programs take into account individual country circumstances and are realistic and 
sustainable. 

 
At our April meeting, the Chairman called on the Executive Boards of the two institutions to 

develop options for enhancing developing and transition country voice and participation that could garner 
broad support.  In the period since April, it has become clear that there is a strong consensus among Bank 
and Fund members that further capacity-building measures are needed to enhance developing and 
transition country voice within the two institutions.  

 
We welcome the steps that have already been taken to bolster both human and physical resources in 

developing country Executive Directors’ offices.  However, many developing country governments still 
lack the capacity to develop and communicate their policy positions effectively.  As the Development 
Committee background paper makes clear, there are deficiencies in a number of areas that need to be 
addressed—from the lack of physical communications infrastructure to the dearth of policy staff with a 
good understanding of Bank and Fund policy and program processes.  

 
To address the latter issue, we welcome the proposal by World Bank African Executive Directors to 

establish a secondment program at the World Bank that would see secondees rotated through the Bank at 
six-month intervals.  We would encourage Bank management to widen the scope of the proposed program 
to include candidates from other developing countries.  A secondment program would bring immediate 
benefits to both sponsoring developing country ministries and to the World Bank, in terms of 
strengthening developing country understanding of Bank policies and programs and in developing closer 
future working relations between seconded officials and Bank staff.  Secondments would also bring 
benefits to the Bank in terms of developing a greater understanding among staff of key issues in poor 
developing countries.  

 
Secondments, however, can be only one aspect of what must be a broader range of capacity-

building initiatives.  Other means of strengthening both the technical infrastructure and the analytic 
capacity in developing countries also need to be explored.  In the case of the Bank, thought might be 
given as to how existing professional programs, such as the Junior Professional Associates (JPA) 
program, might increase their efforts to recruit candidates from the developing world.  The JPA program 
offers individuals a very valuable two-year practical window into the workings of the institution through a 
variety of short-term assignments at headquarters.  This is especially useful for young professionals from 
developing countries who may be considering the challenges of building their careers in their home 
countries.  Unfortunately, to date very few JPA inductees come from African countries.  

 
Beyond capacity building, there are two other areas where practical steps can be taken to strengthen 

developing country voice and participation.  First, borrower representatives need a strong and consistent 
voice within the context of the IDA replenishment negotiations.  We welcome the decision taken during 
the 13th replenishment to include borrower representatives, for the first time, in the discussion of the 
policy aspects of the replenishment.  However, we note that, in practice, the participation of borrower 
representatives has often been sporadic.  As we move closer to the beginning of the 14th replenishment 
negotiations, more attention will be needed to select borrower representatives and alternate 
representatives who will be able to remain engaged throughout the replenishment process.  

 
Second, further decentralization of the Bank’s country bureaus to the regions will improve the 

depth and scope of the dialogue between Bank country teams and developing country authorities.  
Decentralization is fundamental to the Bank’s efforts to fulfill its commitment to greater harmonization 
and to its efforts to align Bank programs in support of country-owned development strategies.  At the 
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Executive Board level, we have to ensure that the programming proposals we consider fully reflect local 
realities and include the concerns of civil society and other actors.  Ultimately, a better working 
relationship between developing countries and the Bank and Fund will strengthen country ownership of 
Bank/Fund-supported programs and will reflect well on the governance structure of the two institutions.  
 
Water as a Critical Development Resource 
 

As we meet here, on the edge of the desert, we cannot but be conscious of the vital importance of 
water.  People in the Arabian Peninsula treat and conserve water as a valued resource.  It is hard for us, 
coming from lake-strewn Canada, misty Ireland and the tropical showers of the Caribbean, to imagine 
how women in Africa must toil daily to overcome the shortage of available, potable water.  We know, 
however, that many must walk great distances to draw from often limited and unsafe supplies.  Clean 
water—and water which is easily available to all—is a fundamental necessity that is still denied to far too 
many in the developing world.  Yet we know that this water could be provided with relatively simple 
technology and at relatively modest cost.  Water is indeed one area where funds invested can yield many 
times their value in terms of improved health and quality of life.  

 
Trade  

 
With the failure of the Cancun Ministerial Meeting to reach a consensus on a number of key issues, 

there is now a need for trade negotiators to return to Geneva to continue their efforts, based on the Doha 
Declaration and the work that was achieved at Cancun.  More concentrated efforts must be made to level 
the playing field in agricultural trade and to ensure that developing countries are better integrated into the 
global trading system.  For many developing countries trade is much more important than development 
cooperation funding in generating the resources necessary to achieve the Millennium Development Goals.  
We are all in agreement that an equitable, open and rules-based international trading system would enable 
developing countries to tackle the root causes of poverty.  

 
Canada and Caribbean countries share the view that we can best achieve the integration of 

developing countries into the global trading system by making real progress on an agenda for the reform 
of agricultural trade.  Agriculture is a sector of vital importance to developing countries.  We must focus 
on eliminating export subsidies, substantially reducing trade-distorting domestic support and making 
meaningful improvements in market access for all agricultural and food products.  The need to achieve 
consensus on this issue is one key challenge in the months to come. 

 
My Caribbean constituency is particularly concerned about the declining terms of trade for 

developing country exports.  While there are recent signs of recovery in some commodity prices, the 
outlook for agricultural prices is not encouraging.  The unit price of seven of their main exports fell 
significantly between 1995 and 2000.  Declining terms of trade, in the midst of reduced preferential 
market access for some commodities, represent a major challenge for these countries.  Finally, we must 
ensure that these small countries, which are already integrated in the global trading system, can continue 
to share in the benefits of the emerging trading regime.  

 
At the same time, for developing countries to become fully integrated into the world trading system, 

they too will have to open their markets to truly reap the benefits of the trading system.  This will involve 
some difficult choices. 

 
Developed countries need to demonstrate a more constructive approach to the trade agenda.  While 

furthering progress in agriculture and improving market access for goods and services, we need to work 
harder to reach agreement on a range of Special and Differential Treatment provisions that ensure that 
trade reform benefits the poor in developing countries.  We also need to bolster our collective effort to 
provide effective and targeted technical assistance for building trade capacity in developing countries.  
Many poorer developing countries still lack the resources and skills to participate effectively in 
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international trade negotiations.  In support of capacity-building efforts, Canada recently announced an 
increase in its contribution for trade capacity building.  

 
But no one country can do enough to address all of the existing capacity problems.  Both the Bank 

and Fund will continue to have an important role to play for the foreseeable future in providing policy 
advice and in building this trading capacity.  Moreover, both institutions should continue to play a strong 
role as advocates for poorer developing countries in international fora.  Trade issues need to be given 
greater prominence in Bank- and Fund-supported programs in poorer developing countries.  In particular, 
we need to make increased use of Poverty and Social Impact Assessments of trade policy.  While we are 
pleased that the Bank’s lending for trade capacity building has doubled over the 1998–2003 period, the 
absolute value of these operations still remains low relative to Bank interventions in other sectors.  

 
Looking Forward 

 
Under the Monterrey Consensus we achieved an unprecedented agreement on the measures that we 

all must take to achieve the Millennium Development Goals.  Less than 15 years remain until 2015, and it 
is clear that we must strengthen our joint efforts.  The public expects nothing less.  
 
 
Statement by Mr. Francis Mer, Minister of Economy, Finance and Industry (France) 
 

The millennium development goals are within our reach, provided we immediately devote all the 
energy necessary to their achievement.  I want to send an optimistic message, but also to alert you to the 
urgency of the situation.  

 
The Millennium Development Goals are within Our Reach  

 
The World Bank's recent report on supporting sound policies through adequate financing 

strengthens our conviction that the development battle can be won.  The conclusions of this report 
mention three key factors for the eighteen countries under review: they have the capability to use official 
development assistance efficiently; they have managed to improve their policies over time; and they have 
high funding requirements.  The report also explains that these countries, despite relatively sound 
policies, will dismally fail to reach the millennium goals if we do not act immediately to change the 
situation.  Africa in particular is a source of special concern.  This said, the potential progress is vast - 
including in Africa - if these countries adopt ambitious policies to implement structural reforms, to 
improve governance and to reduce poverty, and if we guarantee their funding.  

 
This well thought-out study, based on the Bank's country experience, bolsters the rationale behind 

the Monterrey consensus on the respective responsibilities of the countries of the North and South.  It also 
illustrates the crucial importance of the World Bank's role in monitoring the eighth millennium goal: 
coordinating the monitoring of global development policies and actions.  This global monitoring 
complements the UN assessment of poverty trends.  In my opinion, it calls for two remarks.  First, if the 
Bank is to produce results, it will have to stick to a concrete and pragmatic approach in the run-up to the 
April 2004 report to the Development Committee.  Second, the Bank's challenge will also be to develop 
indicators which are both universal enough to measure the overall progress generated by the policies and 
geared well enough to the situation of each country.  Local relevance is necessary to ensure their practical 
usefulness and unreserved ownership by the governments and authorities concerned.  I call for the Bretton 
Woods Institutions to carry on their analytical work on these issues and to take a more active stance in 
explaining their work to national authorities in order to rally the countries concerned and to help them 
implement these indicators.  The donors will also have to factor these indicators into their development 
assistance policies.  
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Improving the efficiency of ODA, harmonising procedures among donors and ensuring its proper 
use are immensely important for all of us, since we need to show our fellow citizens that our development 
policies produce concrete results.  It is my profound conviction that we can all get the best value for the 
money invested in developing countries and that in this regard we need to develop the tools necessary to 
measure these benefits. 

 
Let us Make our Actions Known 

 
I am convinced that we will soon be able to show valuable, concrete results.  We can already 

begin to highlight our ongoing actions.  I have selected three actions that seem to harbour an important 
political message.  

 
To begin with, I welcome the renewed interest of the international community in the development 

of infrastructures.  The action plan presented by the World Bank underscores their fundamental role in 
reducing poverty.  This is clearly evidenced in the recent World Development Report:  infrastructures are 
a prerequisite for making basic services available to the poor.  

 
Access to water is probably the area the most seriously affected by the lack of infrastructures.  In 

most African countries there are fewer per-capita drinking water resources than elsewhere in the world.  
As highlighted in the Report of the Panel on Financing Water Infrastructure chaired by Michel 
Camdessus, the millennium goal can only be reached if 400,000 daily connections are set up until 2015.  
This is an extremely demanding target.  However, it remains plausible provided that the international 
community starts rallying immediately.  The size of the investments involved makes private funding a 
sine qua non.  I therefore welcome the action plan launched by the World Bank which responds to the 
Panel's proposals.  The plan sets forth several of the mechanisms proposed by the panel to facilitate 
investments.  I urge this institution to continue its work so it can present its Executive Board with the first 
results and further concrete proposals by April 2004.  

 
The second initiative I want to stress is the Doha development round.  The failure of the Cancun 

talks is undoubtedly a bad sign for the multilateral system, for north-south relations and for world 
economic growth.  A collective response is called for, to meet the Doha agenda objectives in practical 
terms.  The challenges of the poorest countries’ problems require us to come up with practical responses, 
in the spirit of the European Union’s “anything but arms” proposals and the French proposals to support 
Africa, set forth at the initiative of the President of the Republic.  The IMF and the World Bank clearly 
have a role to play in fostering the integration of the poorest countries into world trade, not only by 
helping them to cope with the negative short-term effects, but also with fluctuations in commodity prices.  
My message is clear.  The dynamic now under way regarding these issues within international financial 
institutions must continue.  

 
While globalisation creates wealth, it needs to be managed to ensure a fair share for everyone.  

We remain convinced that better integration of the poorest countries in world trade - particularly African 
countries - calls for better and stronger preferential trade systems in their favour.  We are also aware that 
integration in the world economy enables a country to develop its economy but at the same time makes it 
vulnerable to exogenous shocks.  The IMFC study presented by the International Monetary Fund clearly 
illustrates the vulnerability of certain developing countries.  I am therefore inviting the Bretton Woods 
Institutions to build on this study and to present their Executive Boards before April with ambitious 
mechanisms aimed at improving the ODA allocation on a counter-cyclical basis, both at the 
macroeconomic and the microeconomic levels.   In this vein, I consider it the IMF's duty to devise a 
global strategy for low-income countries, which are vulnerable to specific risks, different from those 
faced by emerging markets and developed countries.  I am convinced the international community will 
show solidarity towards countries with sound policies hurt by external economic shocks.   In this respect, 
I praise the World Bank's efforts to develop an approach - known as LICUS - geared to the situation of 
poor countries with the weakest performance. 
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A third action which in my opinion would send a strong political signal to developing countries is 

to show progress in increasing their voice and participation in the Bretton Woods Institutions.  I welcome 
the steps undertaken by the Bank and the Fund to improve the administrative and technical capacity of the 
Sub Saharan African EDs’ offices.  France supports these efforts and is willing to contribute to the trust 
fund earmarked to strengthen their analytical capacity.  I however regret the lack of consensus at this 
stage to further advance institutional reforms.   I remain deeply favourable to extending basic voting 
rights or taking further initiatives to rebalance the voting rights of developing countries, especially 
African countries.  

 
Let us Assume our Responsibilities 

 
We should go beyond simply communicating our development actions.  It is also necessary for 

each country to be willing to assume its responsibilities in the long term.  
 
For developing countries, this requires ownership and correct implementation of a national 

strategy.  The Poverty Reduction Strategy Papers (PRSP), developed within the framework of the Heavily 
Indebted Poor Countries (HIPC) initiative, are an excellent example of a participatory process to develop 
a strategic policy.  I am inviting the international community to extend this approach to countries not 
eligible to the HIPC initiative.  I have duly noted the PRSP progress report.  In order to make strides here, 
I encourage every country, with the help of the International Financial Institutions, to focus on identifying 
economic growth sources and improving the investment climate.   

 
We must further continue to foster and reward good governance in the countries of the South.  

That is the objective of our recent proposal to change the "topping-up" methodology of the HIPC 
initiative.  In fact, we have proposed a topping-up approach for countries hit by economic shocks but 
committed to strengthening their governance.  I hope our partners will decide to back this proposal.  I am 
also inviting the World Bank to work out transparent indicators designed to assess the quality of 
governance.  

 
However, debt sustainability problems are not limited to the poorest countries, as we have seen 

recently.  This is why I am pleased that the Evian approach has created a breakthrough for treating the 
debt problems of countries not eligible to the HIPC initiative.  Within the framework of the Paris Club, 
this approach will allow us to provide a lasting solution to debt sustainability problems and to reaffirm 
that debt restructuring needs to remain the last resort. 

 
The countries of the North obviously also have a responsibility.  This responsibility is primarily a 

financial one and should be reflected in increased and more efficient assistance.   France believes that it is 
necessary, profitable and possible to increase official development assistance.  First of all, it is necessary.  
As explained in my comment on the report on the achievement of the millennium goals, supporting sound 
policies in developing countries requires heavy funding.  Secondly, it is economically beneficial since 
official development assistance is a profitable investment for these countries.  And lastly, it is possible for 
the following two reasons: first, countries have the capacity to absorb more assistance if they agree to 
launch ambitious poverty reduction plans, and second, the financial resources necessary for development 
can be raised if we demonstrate the political will to do so. 

 
This is currently the best investment the international community can make to reduce poverty and 

to break the endless chain of violence and insecurity which the persisting gap between the developed 
countries and the developing countries continues to perpetrate and worsen. 

 
To raise resources, the setting up of financing mechanisms for global public goods comes to 

mind, such as those examined by the international task force launched at the behest of France and Sweden 
in 2002, whose secretariat has just been established in Stockholm.  



 73

 
But I also have in mind the proposal to create an international financing facility (IFF) that reflects 

a dynamic challenge which is close to my heart, i.e. that the world, fifteen years from now, will be very 
different from what it is today if we make the effort to work on its improvement.  I wish that the 
developing countries and the international financial institutions continue to work on this proposal, 
particularly as regards the value for money of official development assistance and its potential to speed up 
growth in the long term. 
 
 
Statement by Mr. Zembei Mizoguchi, Vice Minister of Finance for International (Japan) 
 

Economic growth is certainly an essential factor to achieve sustainable poverty reduction.  In 
this context, I welcome the fact that the developing countries have demonstrated growth that outpaces the 
world economy on the whole. 
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 
 It is important for the international community to cooperate closely in aiming to achieve the 
Millennium Development Goals (MDGs).  To move toward the goals steadily, each developing country is 
expected to localize the MDGs according to the circumstance it faces and then to formulate its own 
Poverty Reduction Strategy Paper (PRSP) designed to achieve the localized goals.  As developing 
countries vary on many fronts, such as poverty profile, fiscal situation, and administrative capacity, it is 
essential for each developing country to reflect such particular aspects in localizing the MDGs and to 
prioritize the policies incorporated in its PRSP.  Bringing all these steps into an integral process is what 
PRSP process is all about.  In this regard, we welcome a steady increase in the number of countries that 
have completed the PRSP process. 
 
 Looking at recent PRSPs, one can observe that more PRSPs are putting emphasis on growth-
oriented policies, with the recognition that economic growth is essential for poverty reduction.  
Particularly, we welcome the fact that the World Bank has recently affirmed its commitment to 
infrastructure dimension.  In this context, I would like to request the Bank to analyze the transmission 
mechanism among infrastructure, economic growth and poverty reduction.  The Bank would then feed 
back the results of such an analysis to its future operations.  I would also like to request the Bank further 
collaborate with the private sector in order to make more sustainable operations in areas related to 
infrastructure, taking account of lessons learned from the past experiences.  
 

As the PRSP process moved up along its phases from formulation to implementation, several 
issues have emerged.  For example, many PRSPs simply list diverse policies without prioritizing them.  
Some other PRSPs seem to set too ambitious goals.  To address these issues, it is necessary to firmly cost 
out each policy in the PRSPs and incorporate them into the annual budget and the Medium-Term 
Expenditures Framework (MTEF), while at the same time keep the whole spectrum within the framework 
of macro-economic balance and public debt sustainability.  Developing countries are required to build 
their capacity in such areas as fiscal and public expenditure management and the World Bank is expected 
to strengthen support to help such efforts.  Once a realistic PRSP has been formulated, the donor 
community including the IMF and the World Bank is expected to jointly support the PRSP by aligning its 
assistance with the PRSP.  In the recently revised ODA Charter of the Japanese Government, 
strengthening partnerships and collaborating with international organizations are placed as one of the key 
principles, and poverty reduction is held up as one of the priority goals.  Japan intends to continue 
supporting the PRSPs based upon the principles set out in the Charter.  To enhance the effectiveness of 
PRSP approach, it is essential to monitor how developing countries and the donor community are playing 
the roles they have committed to, and to feed back its results to future PRSPs.  When conducting 
evaluations, it is necessary to distinguish the evaluation of policies from that of the results.  Japan 
welcomes the fact that policy evaluation now holds a central place in the internationally agreed 
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monitoring framework.  Japan welcomes the progress report on global monitoring and hopes that further 
measures are taken in order to strengthen the monitoring framework. 
 

In order to conduct monitoring, it is indispensable that the developing countries have capacity to 
compile statistics and that a comprehensive MDGs related database be available.  It is my pleasure to note 
that this perspective is shared between Japan and the World Bank.  As such, the World Bank and the 
United Nations will soon launch collaborative studies in this respect, with the core assistance extended by 
Japan. 

 
Let me also comment on the opinion that not just capital expenditures but recurrent costs should 

also financed through aid, if the movement towards MDGs were to be accelerated.  The opinion must be 
considered with discretion by asking such questions as these: Will not the aid hamper incentives of the 
recipient country government to increase its revenues? Does the recipient country have the capacity to 
make effective use of the assistance in recurrent costs? Does the recipient country has its own mid-to-long 
term plan to realize a fiscal structure that affords the recurrent costs on its own in the future? In order to 
strengthen the ownership of the developing countries, it is essential to promote human resource 
development and institution building.  Recognizing such a need, Japan is now preparing for the 
establishment of a Global Distance Learning (GDL) Center in Tokyo.  To be connected with the other 
GDL centers in the Asia Pacific region via satellite, the new facility should be able to provide such 
interactive services as remote training and policy dialogue.  Japan will continue to work with the World 
Bank to inaugurate the Center in the spring of next year. 
 
 Regarding countries suffering from conflicts, it is essential to promote human security as well as 
to extend assistance in development dimension such as consolidating peace and building basic 
foundations. 
  

Stability and reconstruction of Iraq is important.  As a member of the international community, 
Japan pledged a total of USD 100 million in humanitarian assistance, and to date has already extended or 
decided to extend some USD 86 million of assistance.  One of the key challenges that lie ahead is to make 
the October international donors conference in Madrid a success.  Japan is committed to make efforts in 
this direction.  The situation in Afghanistan also deserves the attention of the international community.  In 
this sense, it was high time that the Afghanistan Development Forum was held here in Dubai.  As host to 
the International Conference on Reconstruction Assistance to Afghanistan in January 2002, Japan will 
continue to be actively engaged in supporting Afghanistan through the “DDR process” (the process of 
disarmament, demobilization and reintegration of the former combatants), “Ogata Initiative” (a 
comprehensive development plan for priority regions in Afghanistan), and assistance to reconstruct roads.  
Consolidating peace in Sri Lanka is also essential.  For its part, Japan hosted the Tokyo Conference on 
Reconstruction and Development of Sri Lanka this past June.  At the Conference, Japan expressed its 
intention to extend assistance of up to USD 1 billion for the coming three years, subject to the evolution 
of the peace process in the country.  

 
Japan has been promoting the TICAD process since 1993.  As such, its assistance to African 

countries has been articulated based upon the spirit of the process, which is to enhance both Africa’s 
ownership and partnership of the international community.  This spirit is echoed in the “New Partnership 
for Africa's Development” (NEPAD).  I have the pleasure to note that the third meeting of TICAD will be 
held in Tokyo next week, at the juncture of the 10th year since the process was inaugurated.  I hope that an 
active discussion will take place to further consolidate and enlarge the partnership of the international 
community towards NEPAD. 

 
Enhancing Voice and Participation of Developing and Transition Countries 
 

It is essential for the Bank and the Fund to enhance the voice of developing countries.  In doing 
so, the Bank and the Fund should attempt to yield results, one by one, wherever it is possible.  In this 
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context, the staff paper for this meeting should be commended as it outlines a practical road map.  For 
example, it covers such realistic proposals as capacity building for Executive Directors’ Offices staff 
members who are from developing countries; increased involvement of developing countries in the 
formulation process of CAS; and decentralization within the Bank through delegation of authority from 
the headquarters to regional offices that will allow decision-making on the ground, in the proximity of the 
governments of developing countries. 
 
Trade 
 
 Trade can potentially play an important role in enhancing growth and reducing poverty of 
developing countries.  In order to allow the developing countries to fully enjoy the benefits of trade 
liberalization while at the same time reducing the related domestic cost, it is necessary for developing 
countries to be equipped with enabling policy environment.  We welcome that an agreement has been 
forged that the World Bank is to actively a) strengthen trade related policy lending, b) introduce 
programmatic lending to countries implementing trade reform, and c) provide technical assistance in 
relation with domestic market reforms implemented in the context of trade liberalization. 
 
 Japan is actively supporting developing countries in trade related areas such as a) facilitation of 
accession negotiation of LDC countries such as Cambodia and Nepal to the WTO, b) provision of 
assistance in training of trade officers in Cambodia, and c) contributions to the GTF (Global Trust Fund) 
at the WTO.  
 

In last April, Japan added another 198 items on the list of duty-free and quota-free LDC 
products.  As such, the proportion of duty-free and quota-free products in Japan’s imports from LDC 
countries rose from 83 percent to 93 percent. 
 
 Promotion of multi-lateral trade liberalization in the Doha Round is indispensable in further 
developing the global economy and I believe that it will bring about benefits to all the countries.  It is 
regrettable that the Cancun Ministerial Conference ended without achieving the expected results.  
Nevertheless, Japan is committed to making all the efforts in achieving the Doha Ministerial Declaration 
of November 2001 in order to forge an agreement that would be acceptable by all the member states and 
regions of the WTO, including Japan. 
 
 
Statement by Mr. Fathallah Oualalou, Minister of Finance and Privatization, Kingdom of Morocco 
 
 Our Committee’s 68th Meeting comes at a time when global economic growth is experiencing a 
fragile recovery, essentially because the macroeconomic factors that stimulate growth in rich countries, 
particularly investment, have run out of steam. 
 
 The context is further characterized by an inadequate flow of funds to developing countries, 
insufficient to meet these countries’ needs in terms of promoting growth and reducing poverty.   Net 
direct foreign investment fell from US$172 billion in 2002 to US$143 billion in 2003.   In real terms, 
official development assistance increased by just 4.percent in 2002 compared with the previous year, and 
was no more than US$57 billion, which is only 0.23 percent of the donor countries’ GDP. 
 
 For these reasons, the international financial community is urged to intensify its efforts to 
improve the capital flow to developing countries, particularly those of the African continent, so as to 
support the actions undertaken by these countries as they give concrete form to the Millennium 
Development Goals under the Monterrey Consensus. 
 
Support for Sound Policies through Adequate and Appropriate Funding 
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 Globalization encourages a tighter web of interdependence between developed countries and 
developing countries.  As a consequence, economic policies implemented in industrialized countries do 
indeed have a direct impact on developing countries and, in particular, on emerging economies. 
 
 This is why it appears imperative to us that industrialized countries take this dimension into 
consideration as they develop their economic and financial policies in order to give effective support to 
sound policies set in place by developing countries and to promote sustainable growth of the global 
economy. 
 
 Within this framework, developed countries are called upon to honor the commitments made at a 
number of international gatherings, particularly the Monterrey and Johannesburg meetings, and to give 
concrete form to the Millennium Development Goals by doubling the volume of development assistance. 
 
 In addition, the efficiency of this assistance should be improved by strengthening cooperation 
between donors, by standardizing their operational procedures and simplifying these procedures to reduce 
the cost for beneficiary countries, and by adapting them to the specific features and needs of individual 
countries. 
 
 International financial institutions also have a major role to play in providing support for building 
the capacity of developing countries to implement national strategies and action plans designed to realize 
the Millennium Development Goals. 
 
 The developing countries, for their part, should continue their macroeconomic adjustment efforts 
and implement appropriate economic and social policies.   They should step up their efforts to improve 
their regulatory and institutional framework and their business environment, as well as to develop human 
resources and set in place adequate infrastructure, one of the determining factors in promoting growth and 
reducing poverty.   Furthermore, these countries are called upon to strengthen democracy and undertake 
the reforms needed to improve public expenditure management, institute good governance and 
transparency and fight corruption. 
 
 The IMF has a central role to play in keeping watch over the balance and stability of the global 
economy through efficient and effective monitoring of both developing countries’ and developed 
countries’ policies.  As such, the IMF should give special attention to the preservation of macroeconomic 
stability within the industrialized countries and to their structural reform policies aimed at strengthening 
economic growth and reducing the vulnerabilities of the financial system.  The IMF should also monitor 
more closely the trade and exchange rate policies of these countries, which have a decisive impact on 
developing economies. 
 
 The quantitative and qualitative aspects of the assistance provided by industrialized countries to 
developing countries should also be monitored. 
 
Participation and Representation of Developing and Transitional Countries 
 
 We support the efforts undertaken by the Bank and the Fund to identify ways to strengthen the 
involvement of developing and transitional countries in the decisions of the two Bretton Woods 
institutions so as to better reflect the interests of developing countries. 
 
 We are convinced that effective participation of these countries in the decisions made by both 
financial institutions cannot be achieved without short-term measures aimed at upgrading the human, 
logistical and technological resources available to the administrators representing them, in tandem with 
structural measures aimed at strengthening the voting power of these countries. 
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 Our Committee is aware of the need to improve the ability of developing and transitional 
countries to contribute in an effective way to the decisions made by the Bretton Woods institutions.  We 
are pleased that a consensus has already been reached concerning the implementation of short-term 
measures, and that a number of these measures have already been put into concrete form. 
 
 With respect to the structural measures, which require an overhaul of the capital structure of both 
our institutions, as well as a revision of the formulas for calculating quotas, we regret that a broad 
consensus has not yet been reached in favor of their adoption.  We believe, however, that such measures 
are the only way to permit these countries to contribute more effectively to decisions on matters that will 
affect their future. 
 
 Accordingly, we believe that such measures need the political support that our Committee could 
provide, and we hope that a consensus can be reached on this issue in the near future.  In the meantime, 
we urge both institutions to continue to give this issue all the necessary attention. 
 
Making Trade a Tool for Development 
 
 Trade is one of the key vectors of growth and poverty reduction. 
 
 The international financial institutions and the WTO are called upon to help strengthen the role of 
global trade as a development tool and to encourage trade liberalization, specifically by eliminating 
barriers to exports from developing countries and by eliminating subsidies, particularly for agricultural 
products. 
 
 Despite the failure of the Cancun Conference, we continue to believe that developed countries 
and developing countries should overcome their differences and capitalize on the significant advances 
already made under the Doha Agenda. 
 
 For the Doha Agenda to succeed, developed countries should make additional efforts to push 
forward multinational trade negotiations because we are convinced that this agenda offers a genuine 
opportunity to establish a more equitable system of multinational trade. 
 
 The Bank and the Fund, for their part, are urged to provide the technical assistance needed to 
upgrade the capacities and expertise of developing countries so that they can actively participate in 
increasingly complex trade negotiations, as well as the financial assistance needed to meet the short-term 
costs resulting from trade liberalization. 
 
Global Monitoring of Necessary Policies and Actions for Achieving the Millennium Development Goals 
 
 We reiterate our support for the substantial efforts made by the Bank and the Fund to develop a 
global framework for implementing and monitoring the progress of Millennium Development Goals in 
the areas of poverty reduction, education, health, HIV/AIDS control, potable water and sanitation. 
 
 We are aware that there is still a long road ahead before we arrive at our ultimate goal, which is to 
achieve the objectives outlined for 2015 by optimizing available resources in terms of official 
development assistance and domestic resources. 
 
 Still, by reaching a consensus among the developing countries and all the developed countries on 
the necessity of a solid global partnership and accountability on all sides in order to realize these 
objectives and, with appropriate instruments and oversight mechanisms, provide regular monitoring of the 
progress made, we are confident that, all together, we will succeed in meeting the challenges. 
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 Within this context, we call upon the Bank and the Fund to continue their efforts to help 
developing countries take ownership of their strategies for achieving the Millennium Development Goals, 
and to firmly establish the centrality of Poverty Reduction Strategy Papers (PRSPs) in the goals 
implementation and monitoring process, as well as to set in place appropriate instruments for assessing 
policies and actions, particularly through statistical indicators and Country Policy and Institutional 
Assessment (CPIA) reports. 
 
 These institutions and all their partners should, however, better coordinate their respective efforts 
and strive to ensure the efficiency of this mechanism for implementation and global monitoring of 
Millennium Development Goals. 
 
Status of Debt Relief Initiatives for Heavily Indebted Poor Countries and Poverty Reduction Strategy 
Papers 
 
 We are very pleased with the efforts made by low income countries, in partnership with the Bank 
and the IMF in particular, which have enabled 27 of the 40 eligible countries to reach the point of 
decision, and eight to reach the point of completion, allowing them to benefit in toto from debt relief. 
 
 We encourage all partners involved in this initiative to step up efforts to speed implementation of 
the initiative and adopt greater flexibility so as to help eligible countries reach their points of decision and 
completion, as well as maintain the sustainability of their debt. 
 
 We also support the efforts made to prepare Poverty Reduction Strategy Papers (PRSPs), which 
have enabled 32 countries to develop their strategies in this area.  We encourage the Bank and the 
countries involved to intensify their efforts to firmly establish the central role of PRSPs in achieving the 
Millennium Development Goals and we also encourage the Bank to provide poor countries with the 
technical assistance required for this purpose. 
 
Development of an Action Plan for Infrastructure, Particularly with respect to Water Supply 
 
 We support the World Bank’s efforts to develop an action plan for infrastructure, particularly 
with respect to water supply, which will serve as a guide for relevant Bank activities over the next three 
years and address the increasingly serious shortage of investments in this area in developing countries. 
 
 In view of the fact that infrastructure is one of the key factors of economic growth and poverty 
reduction, and given the tremendous needs of developing countries for the equipment necessary for water 
supply, it is imperative that the Bank and all financial institutions and developing countries make every 
effort to ensure that efficient and sustainable infrastructure is set in place by raising the public and private 
funds needed for this purpose. 
 
 The institutions of the World Bank Group are urged to play a major role in this area on behalf of 
developing countries, and particularly middle income countries, through financial support, technical 
assistance, sector analyses and specialized interventions so as to build the capacity of developing 
countries to set in place efficient infrastructure that meets their citizens’ needs. 
 
 
Statement by Mr. Antonio Palocci Filho, Minister of Finance (Brazil)13 
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

                                                 
13 On behalf of Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, The Philippines, Suriname, and 

Trinidad and Tobago. 
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The countries of this Constituency fully support the Millennium Declaration, not as a vague 
statement of intentions but as a concrete covenant of mutual support leading towards sustainable and 
equitable growth and poverty alleviation. 
 

Embedded in the Millennium Declaration are specific goals constituting invaluable input to all 
international initiatives concerned with development.  Paramount among these initiatives is the Monterrey 
Consensus which aims at bridging the gap between what exists today and the better world depicted in the 
Millennium Declaration.  Within the Monterrey Consensus’ framework, official development aid (ODA) 
plays a critical role in rendering concrete the hopes of developing countries.  In this sense, this 
Constituency notes, with concern, that provisions of the Monterrey Consensus relating to increases in 
ODA are yet to materialize.  We cite paragraph 41, which reads “We recognize that a substantial increase 
in ODA and other resources will be required if developing countries are to achieve the internationally 
agreed development goals and objectives, including those contained in the Millennium Declaration.  To 
build support for ODA, we will cooperate to further improve policies and development strategies, both 
nationally and internationally, to enhance aid effectiveness”. 
 

In addition to improved aid volumes, we believe that aid modalities should be adjusted to make the 
use of resources more effective.  Aid should be timely and predictable for countries striving to build a 
track record of policy performance.  Further, aid should be aligned with the recipient countries’ own 
development priorities and processes, as articulated in their poverty reduction or development strategies.  
In addition, aid needs to be provided in modalities and amounts consistent with the absorptive capacity of 
recipient countries and with  the incremental costs of financing the Millennium Development Goals 
(MDGs).  That being said, aid should be in forms that are most suitable to recipient countries given their 
needs, restrictions and capabilities.  Budget support or sector-wide programs may be appropriate in some 
cases as countries make progress in improving public expenditure programs.  A mix of grants and loans 
may also be appropriate for countries that have (or risk having) a debt sustainability problem14.  Aid 
programs in poor countries lacking strong tax bases should also include funding for recurrent costs.  At 
the same time, work towards building the institutional framework for greater domestic resource 
mobilization should continue in order to enhance the sustainability of long-needed social interventions.  
 

In this sense, this Constituency fully supports the idea of relying on country- owned national 
strategies, such as the poverty reduction strategies for low income countries.  This constitutes an 
appropriate approach to maximize the effectiveness of ODA, both from the recipient countries’ standpoint 
– since they can count on an instrument to channel resources to well-defined, country-owned programs 
within a coherent framework – and from the donor countries’ view – as they can better harmonize efforts 
and target resources to developing countries with relatively sound policies.  Even though there is no 
required set of indicators or goals in the PRSPs and other national strategies, they are expected to be 
framed against the backdrop of the MDGs, with realistic budget projections which can usefully help 
determine the levels and modalities of external financing.  In the case of low income countries, the gap 
between realistic PRSP targets and the countries’ long term objectives represents an opportunity to 
discuss with donors the actions and resources needed.  We thus acknowledge the importance of the PRSP 
approach and the widespread support this format has garnered.  We note that CASs have adopted key 
PRSP monitoring indicators and continued PRSP implementation has been defined in all recent CASs as a 
benchmark for the base case.  Poverty Reduction Support Credits are to become an important vehicle of 
IDA support to low-income countries with strong programs.  We therefore encourage Ministries of 
Finance to become fully engaged in the PRSP process in order to  establish links to the budget, otherwise 
the strategy will fail to take into account the macroeconomic trade-offs and their relationship with the 
broader goals.  
 

                                                 
14  Discussions related to absorptive capacity also highlight the importance of a successful implementation of the 

Heavily Indebted Poor Countries Initiative. We welcome the progress report offered to this Committee and look 
forward to the planned discussion on the matter later this year.  
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We note that progress has been made in the harmonization effort.  Nevertheless, much remains to 
be done, especially in fully aligning bilateral policies with country- owned PRSPs.  We urge Ministers 
from donor countries to clearly signal to their development agencies the importance attached by this 
Committee to country ownership and to the PRSP process.  Furthermore, we propose that every CAS 
Progress report dedicate a section to assessing the degree of donor harmonization and coordination 
achieved. 
 

Where aid recipients are concerned, we believe that two different kinds of countries have not 
received proper attention in the discussion, namely low income countries under stress (LICUS) and 
middle income countries.  
 

In our view, humanitarian assistance should be provided to LICUS countries at all times, through 
appropriate channels and making sure that the resources reach the very poor.  In addition to humanitarian 
assistance, LICUS countries need incentives to strengthen government institutions, a process that may 
take a long time before initial results are apparent; it may take an even longer time to establish track 
records.  It is also our view that aid flows should not be withheld until a given set of conditions 
materializes.  Starting with humanitarian assistance, aid volume should increase as progress is made in 
building appropriate institutions.  With respect to LICUS countries, we believe that the key concepts in 
this discussion are flexibility and commitment.  The allocation process should be flexible enough to 
consider the wide range of possible situations that may affect LICUS countries, especially where building 
a governance track record is concerned.  As long as a country has expressed strong commitment to 
reforms, aid should be provided to enable it to gain access to information on best practices and good 
policies suitable to its situation.  
 

To bring about the necessary flexibility and enhance their commitment, greater involvement of 
recipient countries in the definition of the IDA procedures is needed.  This is an area where practical 
results  can be achieved in enhancing voice and participation of the poor in the Bretton Wood institutions. 
It is our view that the IDA Board should have a more meaningful role in the definition, implementation 
and monitoring of IDA policies. This would allow the development community to take full advantage of 
the carefully designed balance of power existing within the World Bank and the consensus building 
nature of its decision making process. 
 

Even though there is a propensity to associate poverty with specific geographic regions of the 
globe, middle income countries are home to large numbers of people living on less than US$1 dollar per 
day. Indeed, relatively high levels of per-capita income frequently disguise pockets of poverty as a result 
of unequal income distribution  and uneven geographic distribution of economic activity in those 
countries. It is not realistic to assume that they will be able,  on their own, to significantly improve 
income distribution in a short period of time. This task requires strong support from the development 
community. Moreover, we must keep in mind that addressing these pockets of poverty is key to the 
achievement of the MDGs in most of those countries, and a significant step in the global fight against 
poverty.  However, the amount of ODA flowing to middle income countries is not evenly distributed nor 
is it proportional to the number of the poor living in those countries. Therefore, this Constituency calls for 
renewed attention to this issue and for a clear strategy to deal with these pockets of poverty. 
 

In  most middle income countries, fiscal constraints are a significant impediment to faster 
progress in scaling up social programs and carrying out needed investments in  public goods. These 
investments are key for encouraging private sector activities but they cannot be made at the expense of 
sound macroeconomic policies. Aid flows, especially concessional financing, can, to some extent, ease 
these constraints. Moreover, aid can play a catalytic role in this context, helping to direct the domestic 
resources towards spending for the poor and to target the less favored regions or vulnerable groups within 
those countries.  
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The successful completion of the Doha round is expected to have an enormous impact on the 
capacity of middle income countries to address the poverty issues, given the impact of trade on their rate 
of growth. We note that the elimination of the unacceptable distortions in trade is conceptually different 
from aid: the former is not a concession from the developed world, whereas the latter is clearly a welcome 
manifestation of social consciousness. 

 
This Constituency has paid special attention to studies focused on low-income countries with 

relatively good policies, on lower-income countries under stress (LICUS), and on middle-income 
countries. The studies  show that additional aid can play a powerful catalytic role in accelerating the 
progress already under way towards achieving the MDG outcomes. The richness and timeliness of these 
studies notwithstanding, this Constituency is convinced that enough analytical work has been done to 
firmly establish that progress towards the achievement of the MDGs will be accelerated as and when the 
donor community translates recent commitments into actual outlays, thus moving closer to the ODA-GDP 
ratio targets enshrined in international declarations. We are also convinced that commitments beyond 
those indicated in the Monterrey Consensus are needed to finance the achievement of  MDGs. The 
Millennium Declaration calls for the immediate delivery of what has been promised and for an urgent 
discussion on what can be additionally committed.  
 

Time is of essence, since the deadline to meet the MDG targets is only twelve years away.  
Therefore, this Constituency calls for a decisive, determined, and immediate move in the direction of 
increased aid flows. We are quite aware that, in order to be effective, increased aid flows have to be 
accompanied by good policies and progress in reforms, in both developed and developing countries. In 
this sense, we look forward to the first monitoring report to be presented to this Committee in the Spring 
2004. We also acknowledge that further discussion is needed on feasible aid amounts, predictability of 
flows, appropriate modalities, and support to recurrent costs. We also acknowledge that donor countries 
face political constraints, as they are accountable for taxpayers’ resources and hence require 
improvements in recipient countries’ use of these resources. But never-ending analytical work, 
interminable discussions, and  ever-increasing requirements should not be an excuse for a failure to take 
immediate action, if the MDGs represent a serious commitment of the international community.  
 
Voice and Participation of Developing and Transition Countries in Decision-Making at the World Bank 
and IMF 

 
This Constituency has been following closely the implementation of the Monterrey Consensus’ 

recommendation embedded in paragraph 62, that aims at broadening and strengthening the participation 
by developing and transition countries in decision-making at the Bretton Woods institutions. We 
acknowledge that, given the nature of the issues, moving forward will require a broad degree of consensus 
among the membership at the political level.  We encourage management of the Bank and the Fund to 
implement, without further delay, the proposals on capacity building in developing countries, including 
secondment, and on enhanced communications with capitals. 

 
Another approach that deserves consideration is the use of the special majority to approve 

decisions on policy issues.  Despite the culture and tradition of relying on decision-making by broad 
consensus, a special majority of votes on critical decisions could give additional assurance that the voice 
of developing countries will be heard and considered.  

 
Despite the merit of the above proposals, our Constituency stresses that the most straightforward 

and direct means of increasing the strength and effectiveness of developing countries’ participation in the 
decision-making of our institutions is to increase their aggregate voting power (including an increase in 
basic votes). 

 
Given the links between the IMF and the World Bank’s voting structure, we believe that the 

appropriate sequencing would be to start with a review of the quota formulae. The exercise should aim at 
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reviewing and revising the quota formulae to ensure that they realistically express the relative economic 
importance of each country and that they perform their intended functions effectively and transparently. 
The implementation of changes in the voting structure could be gradually phased-in according to an 
agreed schedule and should incorporate a simultaneous increase in basic votes.  

 
Where IDA votes are concerned, this Constituency wishes to point out the discrepancy between 

votes allocated and actual voting rights, which is a result of not all Part II members having subscribed to 
the full amounts allocated to them.  

 
This situation may reflect, besides the financial constraints faced by developing countries,  a lack 

of interest in the IDA governance structure. This is probably related to the imbalance in the decision-
making power between IDA-Deputies and the IDA Board of Directors. We urge that this imbalance be 
corrected immediately in order to return to the IDA Board of Directors a significant part of the IDA 
decision-making process. Given the consensus building nature of our institutions, this initiative would 
greatly contribute to increasing the voice and representation of the developing countries.  

 
Progress Report on Trade 
 

We are convinced that, in the development process, trade is more important than aid.  All 
countries, developed and developing, should allow reform processes in their industries and sectors and 
strive to reduce tariffs and remove subsidies, in order to achieve increased trade flows.  Developed 
countries which abide by WTO rules are expected to open their markets to developing country products. 
This will enable many developing countries that have embraced trade liberalization to optimize the gains 
from implementing difficult market-opening measures and thus help attain their MDG targets. Successful 
completion of the Doha Round is, therefore, a high priority along with continued trade reforms in 
developing countries, including those aimed at addressing logistic inefficiencies and regulatory 
impediments to free trade.  

 
In this sense, the quest for agriculture liberalization is of fundamental importance for developing 

countries, since a substantial share of their population still depends on it. Agriculture is still the most 
important unfinished business of the multilateral rules-based trading system. Although agriculture is the 
area in which developing countries enjoy comparative advantages, they are not in a position to benefit 
fully from them in view of the many prevailing distortions. Indeed, developed countries count with a wide 
array of mechanisms including tariffs, safeguards, export subsidies and credits, and trade-distorting 
domestic support.  

 
The outcome of the Cancun Ministerial Conference should not discourage us. We underline that 

multilateral trade negotiations, which are more efficient and less costly than bilateral negotiations, 
constitute a process and that Cancun does not represent the closure of this process.  On the contrary, that 
Ministerial Meeting helped highlight critical issues and avenues that will ultimately lead to an increased 
liberalized trade. We are committed to translate the Doha Mandate into reality. We will persevere to 
achieve substantial reductions in trade-distorting domestic support, substantial improvement in market 
access and elimination of all forms of export subsidies. 

 
We welcome the constructive role played by the World Bank and the IMF in the international 

trade discussion and in building a more dynamic international economy aimed at reducing poverty. 
However, we are concerned by the fact that matters related to trade are often formulated in general terms 
in PRSPs and CASs, and are not clearly identified and integrated with other reforms. There is sufficient 
evidence to correlate trade and development and hence we are convinced that trade is a central issue to be 
taken into account in the preparation of PRSPs and CASs, in a realistic, well balanced matter. 

 
Finally, we praise the activities carried out by the World Bank in the fields of training, 

researching, technical assistance, and dissemination of information. These activities, coupled  with a new 
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Bank initiative on trade facilitation, constitute an impressive set of measures in response to  the Doha 
Declaration’s request for improving capacity building. The Trade Department’s effort to promote 
awareness of relevant trade issues and to improve the capacity of personnel involved in these issues is to 
be commended in the highest terms. Moreover, we welcome the Bank’s renewed interest in the 
infrastructure sector, reflected in the New Infrastructure Action Plan. This initiative represents a key step 
to improve infrastructure in developing countries, including the infrastructure directly related to trade 
activities. 
 
 
Statement by Mr. Jaime Quijandría-Salmón, Minister of Finance (Perú)15 

 
We welcome the proposed agenda for our Development Committee meeting. We think the topics 

are well chosen and highly relevant. Policy reforms in developing countries and quality financial 
assistance are fundamental for speeding up the progress towards achieving the Millennium Development 
Goals (MDGs); enhanced voice and participation by developing countries improve development 
effectiveness and are important elements of the Monterrey Compact; and trade liberalization in both, 
developed and developing countries, is the single most important policy in terms of its contribution to 
achieve the MDGs. The deliberations on these themes are well complemented with the report on 
Monitoring Progress in the MDGs, which is a necessary element to foster global mutual responsibility 
and accountability. 

 
We will in turn comment each of these themes with an open mind to determine where we are in 

our quest to fight poverty and clarify our path forward. 
 

Supporting Sound Policies with Adequate Financing 
 
We welcome the significant work put into the elaboration of the background paper on this topic, 

and particularly its country focus. The paper clearly spells out the differences among groups of countries 
as far as the status of their institutions and the quality of their policies is concerned, and derives 
differentiated aid and reform needs for each group of countries to achieve the MDGs. 

 
One of the main results of the analysis shows a clear, though incomplete, vision of the role of aid 

and domestic policy reform in middle-income countries (MICs). In particular, it states that the role of aid 
is marginal for lower MICs because they have the capacity to raise funds domestically and/or in the 
international markets to fight the pockets of poverty, where they have problems to reach the MDGs.  In 
this context, we are certain that trade liberalization, including temporary labor migration, is much more 
relevant to the MICs than the marginal aid they receive. These countries have stronger institutions and 
less institutional and supply constraints to profit from the expanded export market. 

 
Therefore, we think that at least for the MICS, the approach is incomplete, as it should include 

overall trade liberalization in the analysis of required aid and reforms.  Inclusion of trade liberalization in 
this exercise would diminish aid requirements and would be a far more efficient and effective way to 
advance towards the MDGs. Market access does not require the harmonization of policies and to time and 
sustain aid; its impact on policy reform is more direct, clearer in terms of governance problems and a 
fiscal win-win situation for industrial countries.  

 
Moreover, strong policy reform synergies can occur. If industrial countries take the lead in trade 

liberalization, the feasibility of further liberalizing trade in developing countries is enhanced; because the 

                                                 
15   On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uraguay. 
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adjustment costs of the reform would be significantly less if market access for their exports to developed 
countries is increased. 

 
The recommendations on aid modalities are mostly silent on the issue of tied aid and 

harmonization and on the rising costs, for all actors involved, of increasingly complex environmental and 
social safeguard policies. Compliance with safeguard policies and slow progress in harmonization and in 
untying aid, are taking a growing amount of resources and time from the lending and borrowing 
institutions. These themes are capturing an ever-increasing part of the aid and domestic budgets in 
developing countries, to the detriment of allocating aid to core development activities. 

 
The issue of linking additional aid allocation to deepening policy reforms is basically the same 

mechanism of conditionality that has been followed in all structural adjustment operations since the 
concept was introduced in the 80s. What is different in the implementation of such proposals now? 

 
Voice and Participation 

 
Enhanced voice and participation of developing countries in the Bretton Woods Institutions 

(BWIs) is beneficial for development effectiveness, ownership of reforms, and to increase the legitimacy 
of the BWIs. 

 
The deliberations on this topic have been centered excessively on the change of the voting 

structure and on indirect forms of enhancing participation, such as strengthening the Executive Directors 
offices, decentralizing staff and promoting diversity in the higher management layers. 

 
We think that to advance further in the agenda of voice and participation, additional work has to 

be carried-out. The rules of operation of the governing bodies of Regional Development Banks should be 
studied and compared with those of the World Bank and the IMF. This piece of information is still 
required for a well-documented approach to the issue.  Specifically, we should compare rules for qualified 
majorities and different ways of voting, among others, and draw lessons for the BWIs. We expect a study 
on this matter for our next Spring Meeting.   

 
We concur with the general views expressed in the Progress Report and support the indirect 

actions outlined to improve Voice and Participation of Developing and Transition Countries. More 
specifically, we welcome the points related to Diversity and Decentralization and the recommendations 
by the Task Force on Enhancing Capacity in Executive Directors’ Offices. We agree that diversification 
through wider participation of part II country staff in managerial positions at the Bank will enhance the 
poor countries’ voice in Bank’s decisions. Likewise, allocating more decision-making and operational 
staff to developing and transition countries will provide additional opportunities for better- informed and 
ownership-driven participation. With regard to the set of proposals outlined by the Task Force, we 
support further discussions on the areas identified as means for potential improvements, in particular a 
more widely use of secondment of developing country officials at the Bank, and financing of independent 
studies by the Board. 

 
On the IDA and IBRD’s voting and capital structure system, we agree with the view that those 

topics require strong political will and the capacity to reach consensus on a package of measures, on 
which we think further analysis should be completed in the near future and discussed internally as a 
whole in the Bretton Woods Institutions. 

 
Trade Liberalization 

 
“It is essential for developed countries to do more to liberalize their markets and eliminate trade-

distorting subsidies, including in the areas of agriculture and clothing, which are of particular importance 
for developing countries.” (Development Committee Communiqué. April 13, 2003). 
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“What developing countries need is trade, not aid.” (Raúl Prebisch, UNCTAD 1963). 
 
The main challenge for us in this time of uncertainties, deepening inequalities and slow growth is 

to experience a worldwide structural shock that would allow the world a break-through in growth and 
poverty reduction. Implementing this global reform is imperative. Despite the transitory set back in 
Cancun, we have to make every effort for a successful conclusion of the Doha Round,  to move forward 
in the liberalization agenda. Let us learn from history and advance decisively in the Doha Round. 

 
The most protected goods in industrial countries are precisely those which liberalization would 

benefit the poor the most: agriculture and labor intensive manufacturing (textiles and clothing).   
 
Border and subsidy protection (including widespread anti-dumping) substantially deter trade, 

employment creation and poverty reduction in developing countries. This situation will clearly make it 
impossible to achieve the MDGs by 2015 if the status quo persists.  Moreover, agricultural protection in 
industrial countries has severe negative environmental effects due to the intensive use of fertilizers in old 
lands and the consequent water contamination. 

 
We do not need to abound on examples of the negative effects of protection on all participating 

actors in the international trade of goods and labor. We know too well the figures in terms of subsidy 
costs and of the forgone gains from freer trade. It is enough to say that by phasing out non-tariff barriers 
and export subsidies and lowering tariffs to a 0-15 percent range in all countries, world income would 
increase in US$518 billion per year. Developing countries would benefit by US$349 billion per year with 
this liberalization exercise. Complementing merchandise trade liberalization with increasing 
commitments in  the General Agreement on Trade in Services (GATS) to liberalize temporary labor 
migration could add as much as US$170 billion per year to the gains from trade, with an increase in the 
cross-border flow of labor equivalent to only 3percent of the industrial labor force. It should be clear by 
now that trade liberalization is not only more efficient than aid, but it is also financially more robust 
because income gains derived from overall trade liberalization are a multiple of the flow of official 
development assistance.  

 
Let me add a concern about the widespread increase in lending, capacity building and technical 

assistance for trade facilitation. There is a need to discuss in more detail the sustainability and expected 
outcomes of these efforts.  In this respect, we are convinced that having an important increase of supply 
of trade facilitation without enhancing the corresponding demand for these services through expanded 
market access could result in a significant waste of time and resources in developing countries. 

 
The time has come to translate Monterrey commitments into realities on the ground, and a very 

significant step is to advance toward a good Doha outcome along the lines of the above proposals and in 
line with Development Committee compromises, to set off drastic poverty reduction, renewed and 
sustained growth, and a more coherent trade regime for the world. 

  
Global Monitoring of Policies and Actions for Achieving the MDGs and Related Outcomes 

 
The paper does not allocate much space to the monitoring of developed countries, as compared to 

that of developing countries. We will concentrate our comments on how to better monitor policies and 
actions in developed countries. 

 
On macro policies, we ask for the development of specific metrics to measure progress in crisis 

prevention and resolution, as well as on progress in reducing volatility of capital flows to developing 
countries within the context of the international financial architecture. 
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On trade we ask that, in addition to developing an index for a comprehensive measure of trade 
protection with the WTO and perfecting the IMF index of trade restrictiveness, a measure to quantify 
losses of market access by trade diversion or trade destruction be developed. This measure could be built 
based on the experience in  monitoring the evolution of market access in specific agricultural commodity 
studies performed by the WB, and more studies of this type should be performed and monitored with the 
same approach. A crucial issue that should be monitored in detail in each progress report is the evolution 
in eliminating distortions for freer trade of textiles and clothing as well as of agricultural goods.  

 
We would like to see some measurement of the changes in market access for developing 

countries, derived from the effects of the new US farm bill and the EU agricultural policy changes, the 
implications of the accession to EU for market access and the implications of increasing anti-dumping 
measures for market access.  In sum, we are asking to monitor not only the degree of protection via tariff 
and non-tariff barriers, but also the negative results of that protection. 

 
On aid, we urge to report more specifically on the evolution of tied aid indicators as well as on 

the metrics to measure progress in aid harmonization.  We also urge to differentiate real aid that goes to 
core development activities, from aid used for administrative and other purposes along the lines of 
Paragraph 52 of the paper on Supporting Sound Policies with Appropriate Financing. 

 
On the environment, we think the report should include monitoring the pollution of developed 

countries, in addition to that of developing countries. For some industrial countries the amount of 
pollution per day is 20 times larger than the average pollution per day in poor countries. 

  
We expect these comments to be reflected in the revision of the proposed outline for the 

forthcoming Global Monitoring Report. 
 
 
Statement by Mr. Didier Reynders, Minister of Finance (Belgium)16 

  
Developing Countries Must Take Advantage of the Economic Upswing as a Stepping Stone to More 
Adequate and Appropriate Financing of their Needs 

 
The signs for an incipient turn-around in the world economy are very welcome. While Euro area 

growth has come to a virtual standstill since the last quarter of 2002, leading indicators point to modest 
growth in the second half of 2003, which should further strengthen towards potential in 2004. Growth is 
also picking up in Japan and is quite robust in the US, mainly driven by military and security 
expenditures. Prospects for developing and transition countries have also improved. But there are still 
significant uncertainties, affecting consumer and investor confidence.  

 
Among others, this skepticism translates into a persistence of private financial transfers to 

developing countries being inadequate to finance their development needs and the achievement of the 
Millennium Development Goals (MDGs). Financial markets and investors still reel from the memory and 
aftereffects of the recent financial crises, especially in Latin America. While there has not been any 
contagion of these crises to countries outside the region, private sector flows still shy away from risk, i.e., 
from emerging countries--with the exception of China and India. 

 
Imbalances in the World Economy persist which fuel these doubts: the US economy is beset by 

high and increasing twin (budget and current account) deficits, which are unsustainable in the medium 

                                                 
16 On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, 

Slovenia, and Turkey. 
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run; Europe struggles with budget problems and low growth; Japan still has not resolved the problems of 
its banking sector and the more general confidence crisis; and emerging and developing countries still 
have a large amount of structural reforms to implement, in order to propel their economies on a 
sustainable macroeconomic path which will enable them to fight poverty more effectively. 

 
In this situation it is very important to keep the momentum of poverty alleviation going. This 

requires renewed efforts by developing countries to pursue appropriate and sound policies and to mobilize 
additional domestic resources and industrial countries to compensate some of the reduced financial flows 
by private creditors to developing countries in the form of more and especially more effective official aid 
flows. Better harmonization of procedures and coordination of bilateral and multilateral donors, stronger 
alignment with recipient countries’ budget cycles and longer-term aid flow commitments are necessary 
requirements to make aid flows more efficient. 

 
The Monterrey Consensus obligated the developing countries to speed up their structural reforms 

and improvements in governance and the developed countries to increase their aid flows. Now is the time 
for both sides to honor these obligations, such that faster progress towards the achieving the Millennium 
Development Goals can be made and that the improving cyclical situation can be used fully by 
developing countries to speed up their growth process. 

 
The Bank’s estimate that a doubling of the already committed aid flows by the industrial 

countries represents the lower bound of extra funds needed to achieve the MDGs seems plausible. But it 
also gives a very worrying signal. It conveys the recognition that growth and internally generated 
financial flows will by far be too low to achieve the MDGs, even under the assumption that developing 
countries pursue sound policies. It shows that aid dependence is here to stay for the medium run at least, 
if we take the MDGs and the time schedule to achieve them seriously.  

 
We in the industrial countries must see this situation not so much in terms of current budgetary 

expenditures, but rather--from an economic point of view--as investments: better health, better education, 
less time and money spent on providing clean water, more gender equality in developing countries, all 
these objectives, incorporated in the MDGs are investments into the world’s, and that is our, sustainable 
and peaceful future. They will--in due time--provide more and better paying jobs, make workers more 
productive, alleviate the high cost burdens of illness and mortality and thus reduce migration pressures 
and instability in the world. They will also contribute towards less violence within poor countries and 
between the countries and thus enable developing countries to embark on a path towards sustainable 
poverty reduction. The payoff of effective aid policies cannot be overestimated: this is the message we 
have to give to our ever more inward-looking populations and their representatives in our parliaments. 

 
The striking success of the transition process of the Central European countries within our 

constituency can serve as an example to others that deep-going structural and institutional change is 
possible and has very positive results in the medium run.  

 
Industrial countries can ask the developing countries to honor their part of the Monterrey 

Consensus only if they honor theirs. If both of us comply with our commitments, the world will become a 
better place for all of us. If one or both of us fail, the negative consequences can be enormous.  

 
We see as worrying that for two years now the net flows from World Bank to emerging and 

developing countries have become negative. While we understand the reasons for that (echo effect of high 
lending volume of middle-income countries in the nineties, extraordinarily large prepayments of 
relatively high-interest loans, low interest rate environment) we maintain that it is important that the Bank 
should aid especially the least developed countries not only through technical advice, but also through net 
positive financial flows. We urge the Bank to consider policies and strategies to be able to fulfill its 
mandate. 
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World Bank-Induced Country Poverty Reduction Strategy Papers (PRSP) Have Become Universally 
Accepted Basis for Development and Aid Strategies 

 
The poverty reduction strategy process has contributed to putting developing countries in the 

“driver’s seat” and provides an appropriate channel for integrating the MDGs into their national 
development strategies while becoming the base on which multilateral and bilateral donors center and 
fully integrate their cooperation and aid programs. 

 
One of the most encouraging developments of this process is that developing countries are now 

resorting to a wider participatory approach (including the private sector, civil society, marginalized 
groups, unions and others in their deliberations) to develop their own multi-year development and anti-
poverty strategies. The involvement of civil society improves the quality of the strategies and enhances 
significantly country ownership, thereby contributing to the success of the joint country–donor activities 
to support poverty eradication and a healthy and sustainable growth path. 

 
Recently questions have arisen as to the involvement of NGOs and other civil society institutions, 

about their legitimacy in this process and about the role of elected parliaments in the PRSP process. It is 
clear that these questions have to be handled country by country, but it is also clear that there must not be 
a perceived tradeoff between the involvement of democratically elected institutions and NGOs in this 
process. Rather, both elements of society should ideally be involved in the process. It is important to 
involve the parliaments so that they can play their role in monitoring implementation. The wider the 
consultative process within the country, the more widespread acceptance of the reform path and the more 
sustainable this path will be. It does not help the development process, if after every election the strategy 
document is changed significantly. For planning purposes and the stamina necessary for a sustainable 
reform process, security about the priorities and directions of reforms are absolutely essential. 

 
The PRSP document also serves as a very good basis for better donor harmonization and 

coordination. For this reason it is important that all development partners accept the PRSP as the basic 
strategic development document of the country. 

 
Better coordination, more consistent planning and wider acceptance--as incorporated in the 

PRSPs--form the basis for a gradual switch towards higher funding predictability, further untying of aid 
and more budget support on more concessional terms by bilateral donors. This must go hand in hand with 
better capacity, accountability and results monitoring of ODA flows. 

 
Progress on HIPC is Slow, but Present Framework Should Stay in Place  

 
As of now 27 countries have been designated as eligible for debt relief. Only one additional 

country has reached the decision point since the Spring Meetings. In the meantime it has become evident 
that even the significant debt relief committed so far will be insufficient for many countries to enter on a 
sustainable debt reduction path. Partly because growth expectations had to be revised downward as a 
consequence of a decline in commodity prices, partly because new debt has been accumulated since 
reaching the decision point. Furthermore, a number of countries are still involved in internal or external 
violent activities and thus are not eligible at this time for HIPC relief. Finally, not all donor countries have 
contributed their share to debt relief. While opinions have been voiced on “topping up,” additional debt 
relief and extending the deadline of the enhanced HIPC initiative, we maintain that no change in the 
framework is warranted at this time. Increased efforts should be deployed towards more equal burden-
sharing, especially of non-Paris Club bilateral official and private creditors. To mitigate the risks ensuing 
from the worsening of terms of trade, the international community should continue to reflect on the 
possibility of developing stabilization mechanisms and ensure better coherence of its trade and aid 
policies. 
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Developing and Transition Countries Should be Given the Possibility to Participate More Effectively in 
Bank Activities and Decision Making 

 
As a result of recent demands to enhance the capacity of constituencies incorporating 20 or more 

countries, two advisors and one senior advisor each were added to the two African chairs on the Bank 
Board. This has our backing. In addition, we support the proposals to improve access of World Bank 
shareholders to independent outside advice, to strengthen capacity in home countries by seconding staff 
of developing countries to the World Bank and to improve communication channels between Washington 
and home countries. We are convinced that a major step in making developing and transition countries’ 
views on development issues better heard and to give them more weight in shaping policies of the Bank 
lies in using existing avenues more effectively and efficiently. Further decentralization of the Bank, 
strengthening of policy dialogue, more staff diversity are steps in the right direction. So is increased 
participation of borrowing countries’ representatives in IDA replenishment negotiations and monitoring 
and evaluation processes. 

 
Fuller Participation in World Trade Remains an Important Driver of Pro-Poor Growth 
 

The setback of Cancun must not lead us to tire in our efforts to bring more countries into freer 
world trade to a larger extent. The empirical evidence remains clear: more open countries grow faster. 
The Bank’s task is to help developing countries to become fully equivalent partners in trade negotiations, 
to help them in their transition towards freer trade, to advise them on how to make trade pro-poor  and to 
play an advocacy role for the importance of trade for economic development, growth and social 
betterment. 

 
Better Monitoring is Necessary 

 
International institutions and bilateral donors have a tendency to start developing their own 

separate programs, data bases and statistical requirements within the framework of the MDGs agenda. 
They should take into account the limited institutional capacity of beneficiaries and be encouraged to 
avoid duplication and competing requests. The donors should not shy away from a better monitoring of 
the eighth MDG “Develop a global partnership for development.” The World Bank’s “Country Policy and 
Institutional Assessments” (CPIA), which are an essential part of the global monitoring work should be 
disclosed as soon as possible. 
 
 
Statement by Mr. Abdulla Hassan Saif, Minister of Finance and National Economy (Kingdom of 
Bahrain) 
 

The global environment has shown some clear signs of improvement since we have last met as 
there has been a pick up in economic activity and easing of geopolitical uncertainties.  What we see from 
the indicators is a global recovery, albeit still fragile, with investment and production recovering in the 
industrial countries and much stronger growth and a robust outlook for many developing countries.  Risks 
remain, however, as structural problems persist in the industrial countries and there are new challenges.  
Furthermore, and despite the better prospects for poverty reduction, the achievement of the Millennium 
Development Goals is confronted with serious challenges.  There has been hardly any progress on 
providing adequate finance and market access.  These are the major issues on our agenda today and I wish 
to make the following remarks: 

 
The analytical work which has been submitted to us on supporting sound policies with adequate 

and appropriate financing is of high quality and produced findings and conclusions that should make a 
strong case for doing much more in the financing area.  The country based approach has shown that the 
18 countries that were considered, where the bulk of poor people live, have improved their policies 
significantly and used aid productively but continue to have substantial unmet development needs.  More 
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broadly on policy performance, it is encouraging to note that only a small proportion of poor people live 
in countries with weak policies. 

 
Nevertheless, the analysis also shows that, even with improved policies, very few countries will 

achieve the MDG targets. It rightly concludes that countries with good track records should be supported 
with timely and predictable aid that is aligned with country development priorities and provided directly 
to countries in the form of cash for program and project finance.  The magnitudes of financing needed 
vary with country circumstances and the analysis shows a range between more than doubling for some 
countries and only small increases for others.  It appropriately indicates that even countries with weaker 
policies, especially post-conflict countries, require upfront and transitional aid. 

 
This brings to the fore the issue of the magnitude of financing needed to achieve the MDGs, 

initially envisaged at amounting to doubling of the current levels.  This has now proved to be much more 
challenging and needs a renewed sense of commitment.  While US$16 billion has been pledged so far, the 
analysis estimates that US$30 billion of additional financing is required, and even this does not take 
account of a number of factors, including the enhancement of country capacity, public goods including 
combating HIV/AIDS, debt relief, and responding to possible future shocks. This is in addition to the 
substantial unmet needs for infrastructure investments for service delivery, which the paper on 
Infrastructure Action Plan estimates at US$465 billion a year for the period 2005-2010. 

 
On the basis of all of this it seems clear that the donor community will have to confront this 

challenge if we are to be successful in implementing the Monterrey consensus.   The first steps are to 
ensure that pledged commitments are disbursed, preferably on an accelerated basis, and that additional 
commitments are forthcoming.  There is also a need to define clear and realistic commitments by the three 
participants in the Monterrey compact - countries, donors and financial institutions - and to implement the 
envisaged action plan to monitor respective actions and policies. 

 
We attach significant importance to the monitoring initiative that our Committee will be 

undertaking and we commend the activities of the many institutions and organizations in the past months 
to put in place a monitoring framework.  The implementation plan submitted to us by the Bank provides a 
sound basis for moving ahead and we look forward to a discussion of the proposed Global Development 
Review for 2004 at our Spring meeting.  Focus should indeed be maintained, as suggested, on the purpose 
of the global monitoring exercise which is to provide a basis for our Committee to assess progress on the 
key implementation issues, enforce accountabilities and identify priorities for action.  We also expect that 
the analytical work will maintain an adequate balance on the treatment of the major players, and that 
reliance on the system of Country Policy and Institutional Assessment will not lead to a disproportionate 
focus on low-income countries. 

 
Beyond these issues, of providing the analytical basis and a sound process, there is a clear need 

for much more attention to the trade agenda, especially in light of the well-acknowledged substantial 
contribution it can make to poverty reductions and achievement of the MDGs, and in view of the critical 
juncture in the Doha Development Round.  In this respect we welcome the commitments of the Bank and 
Fund to scale up their involvement in support of the trade agenda.  Particularly important is the work of 
the World Bank Group on trade capacity building in developing countries.  This appropriately seeks to 
help implement sound trade policies, including regional policies, manage trade reform and ensure 
effective participation in global trade negotiations.  We also welcome the Bank’s recent initiative to assist 
countries in taking advantage of market opportunities by enhancing lending for trade infrastructure and 
helping vulnerable groups affected by trade reform. 

 
We regret the disappointing outcome of the Cancun Ministerial Conference and strongly urge that 

this setback will not lead to weakening the resolve to build an open trading system conducive to growth 
and poverty reduction. We hope that the right lesson be drawn from this experience and multilateral trade 
negotiation be resumed and lead to eliminating trade barrowers for the benefit of both developing and 
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developed countries. Bank research has reminded us that eliminating trade distortion could increase world 
income by US$500 billion and raise an additional 140 million people out of poverty. 

 
A key element in facilitating consensus and ownership of agreed policies on the global scale is to 

enhance the voice of developing and transition countries in the international decision-making process, an 
issue which was underscored at Monterrey and on which we have already had some deliberations.  We 
welcome the work of the Boards of the Bank and IMF, especially on enhancing capacity at Board and 
country level and share the conclusion of the paper that no single change is going to address adequately 
the voice issue, and that a comprehensive effort over time across a range of issues will be required.  
Along these lines the structural issues, including the one on basic votes and other approaches mentioned, 
should remain on the table. 

 
The one area which has been gaining more attention and which has potential for early 

improvement is enhancing the voice of IDA recipients and the IDA Board in determining the lending 
policies of the Association.  These policies have been increasingly set by IDA Deputies with hardly any 
recourse even to the IDA Board.  It is quite feasible to put in place modalities that will give more voice to 
the IDA recipients and the Board, and adhere to the governance structure of the Association while 
allowing donor countries adequate say in the use of their resources.  We look forward to Bank Executive 
Directors’ consideration of this, hopefully prior to the onset of the forthcoming IDA-14 cycle. 

 
Alleviating the debt burden of poor countries should certainly remain as a priority, especially in 

view of its link to the MDG agenda, and we welcome the progress that has been made so far in the 
implementation of the HIPC Initiative.  This should allow the HIPC countries to allocate more resources 
for reducing poverty, the real objective behind the debt relief.  We commend the efforts of creditors and 
donor institutions in sustaining this important initiative.  The bilateral donors and regional development 
institutions in our region have continued to participate in the Initiative.  Libya was the most recent 
bilateral donor that agreed to  participate fully in the Initiative.  The participation of development 
institutions in the region continued to be consistent with their obligations, having due regard to their 
financial integrity and ability to continue extending development assistance to other client countries. 

 
Many challenges remain, however. In addition to the funding issues, fewer countries than 

expected have reached their completion points, and many indebted countries, particularly those conflict-
affected, have not been considered.  The slowdown in the global economy, the decline in commodity 
prices, and other external conditions have led to the deterioration of the external debt indicators and have 
affected the debt sustainability prospects of many HIPC countries.  It is therefore important to do more to 
help countries reach their completion points and approach the remaining HIPC cases with due flexibility 
within the framework of the Initiative to assist in decreasing and sustaining the debt burdens of these 
countries. 

 
Finally, we note that the progress report on the Poverty Reduction Strategy Papers has 

appropriately focused on implementation, and that there is evidence of improvement on this front.  The 
report’s candor should be of great use for addressing the challenges that encounter using the PRSPs as an 
effective instrument of poverty reduction.  As shown in the paper, it is an instrument that is charged with 
multiple objectives and we look forward to giving more attention to the need to avoid overburdening 
client country capacities. 
 
 
 
Statement by Mr. D.C. Gupta, Finance Secretary (India) 
 

The Development Committee meets at a difficult and critical time for development with an 
uncertain and hesitant global recovery underway, peace in the Middle East looking increasingly tenuous 
and a potentially huge gap between the financing needs and actual commitments to the reconstruction and 
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stability in Afghanistan and Iraq. The Millennium Development Goals look increasingly unachievable 
without a large increase in development financing. 
 
Supporting Country Policies with Adequate and Appropriate Financing 
 

The sobering inference that the international community can draw from recent work done by the 
World Bank and other agencies is that there would be considerable shortfall in meeting the MDGs, and 
not just in the low-income countries with economies under stress. Even many better performing 
developing countries are in danger of slipping up on many of the MDGs if the present trends continue. It 
is clear that these, and other, countries have huge unmet needs relative to MDG targets and the strategies 
that we have adopted so far, including the provision of concessional financing, need substantial 
modification. The Bank, through its policy dialogue, analytical work, and through direct financing has 
been helping the developing countries in their reform efforts, improving institutions of governance and 
delivery systems to make them further conducive to growth and to poverty reduction. While these efforts 
of the Bank and of other development agencies should continue, we also need to recognize the 
courageous and bold efforts being made by many developing countries in improving their policies and 
investment priorities.  Many countries have demonstrated their capacity for effective use of their domestic 
savings and external aid.  It is unfortunate that these efforts have not been matched by enhanced 
concessional finance.  On the contrary, we are today witnessing the disquieting trend of negative flows 
from the World Bank.  The issue of adequate concessional financing thus needs to be addressed squarely 
and up-front, if the commitment of international community to MDGs is to inspire confidence. . 
 

The Bank paper for the Development Committee makes a very strong case for substantially 
stepping up the quantum, and for improving the quality of development assistance for different regions. 
Its analytical framework is robust, even though conservative, and gives an insight into the amounts of 
incremental assistance required.   The international community needs to introspect on where do we go 
from here and take measures to fulfill the commitment made at Monterrey. 
 
4. Apart from stepping up the volume of concessional finance, there are other major issues which 
need to be addressed: 
 

• The foremost is the need to develop objective poverty-related criteria for allocation of 
development assistance.  Rational incentive structures lead to better performance at the country 
and regional level.  We need to direct resources where they can have maximum impact and where 
countries have demonstrated the capacity for effective utilization of aid. 
 

• Development assistance should also be much more predictable. Improving the policy 
environment, institutions of governance and the service-delivery mechanisms are medium- to 
long-term measures, with considerable incremental and recurrent funding requirements. In 
addition to the need for fresh investments, our experience is that there are often considerable 
adjustment and transition costs involved. Developing countries have been taking courageous steps 
and our development partners must appreciate that reform efforts get strengthened and pay 
dividends if reforming governments have some assurance that they could depend on timely and 
adequate development assistance flows. Success requires long-term and reliable commitments on 
all sides. 
 

• Bulk of incremental resource flows should be channeled through the multilateral agencies who 
have a proven track record of effective use of concessional resources. This has major advantages 
for the international community. One, by using multi-year frameworks like Country Assistance 
Strategies (CAS), the predictability of development assistance is far more certain, even as it 
allows for a sustained dialogue on policy reform with developing countries. The chances of 
setting the reform agenda on a sustainable track are that much more. Two, and equally important, 
enough literature exists which has demonstrated the relative efficacy of the multilateral agencies 
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in the development process. Lastly, even as we see IDA country caps as being sub-optimal, 
resource allocation by the multilaterals are based on far more reasoned criteria than any other 
form of development assistance.  

 
A substantial increase in aid along with domestic efforts to improve policies, programs, and 

service delivery mechanism would be essential for any meaningful attempt to achieve MDGs. With little 
over a decade left for achieving the MDGs, an action plan should be drawn up containing specific 
commitments from the developed countries for adequate sustained funds flow, the interventions needed 
by the developing countries for improving efficiency and effectiveness of their public expenditure on 
MDGs, and the facilitation and harmonization efforts of the international financial institutions. 
 

The increased public expenditure, suitably supported by the external aid, has to address the 
country specific development imperatives, concerns and constraints.  There cannot be a “one size fits all” 
approach to MDGs.  While the incremental external assistance has to come from several donors, the 
country specific programs should not be fragmented on the basis of funding sources.  The funding of such 
programs may be through co-financing arrangements with all donors and the recipient country agreeing 
on common procedures, leading to aid harmonization and effectiveness improvement. The multilateral 
agencies, by their wide acceptability and experience, should take the lead.  The creation of goal or donor 
specific agencies may not be the optimal approach.  

 
The sustainability of the development process in achieving MDGs should be the benchmark for 

any public intervention. Such sustainability should be seen from a wider perspective of socio-economic 
imperatives, natural resources, and administrative efforts. The sustainability of the funding of the 
recurring costs, needed even much beyond year 2015, would also need to be considered.  
 
Implementation Report on Monitoring Policies, Actions and Outcomes Needed to Achieve the MDGs 
 

We welcome the considerable progress achieved in developing a comprehensive Reporting 
Framework over the last year. The Monterrey Consensus was explicit on what it expected the three 
players – developed countries, developing countries and the international financial institutions – to do and 
since we are clearly in danger of substantially failing to meet the MDGs, the monitoring mechanism will 
play a critical role in improving outcomes. However there is a tendency in the international development 
community to see the reporting mechanism from the point of view of donors and development agencies 
alone. In fact, developing countries share the largest stake, make the largest effort and commit the largest 
resources to the global effort for sustained growth and poverty reduction. We want our efforts to bear the 
most fruit and look to our partners to help support these efforts at better reporting, monitoring and 
analyzing in order to realize efficiency gains. The multilaterals and bilateral agencies should also be made 
more accountable in the larger interest of achieving the MDGs by 2015.  
 

Even as we are in broad agreement with the work done so far, we would like to flag a few issues 
of concern, where we feel more work may need to be done. To take the developed countries first, we note 
the good work that OECD - DAC has done in terms of building up peer pressure to improve the efficacy 
of development assistance as well in doing the numbers, i.e. arriving at the total quantum of aid. But we 
need more than peer pressure. We see that a number of civil society groups and academic institutions are 
getting into the act, which is welcome. We would also urge the multilaterals to do more in facilitating 
enhanced development assistance. Developing countries see themselves as part and parcel of the 
multilateral agencies, even as we articulate the need for a more representative voice in these institutions. 
The participation of the bilaterals would have far greater legitimacy and would help push the momentum 
towards a more country-driven process if there were inputs from the various multilateral institutions. A 
review of actions taken post the Rome forum on harmonization bears this out.   
 

We are also not very comfortable with the calculation of the quantum of development assistance 
presently made available. We should be looking at efforts that have a direct bearing on achieving MDGs. 
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Both aid given for strategic reasons, and the sub-critical aid with high transactions costs involved in 
running small, stand alone projects should be discounted from the total to arrive at a more realistic 
number.  
 

Again, while we agree that considerable progress has been made in refining the Country Policy 
and Institutional Assessment methodology, we are still not convinced that it is a robust enough 
framework to judge performance across countries. Benchmarking is problematic across countries and 
across regions and this would really make comparisons unreliable. It should be more geared towards 
assessing an individual country across time, and not in absolute terms. While a certain degree of 
standardization is necessary in order to compare relative performances, to allocate equal weight to each 
criterion for every country does not seem appropriate. There seems excessive weight given to the ratings 
of the Bank’s portfolio in any country. The success of a single project or program is dependent on various 
factors like project design, local conditions, capacities in that sector or sub-region, exogenous 
circumstances etc, and the excessive weight given to portfolio performance in arriving at CPIA ratings 
needs modification based on criteria like the relative importance of the portfolio in that country’s 
development efforts, or even in a specific sector or sub-national level. While implementing Bank’s 
projects and programs satisfactorily is important, there is much more to development and to poverty 
reduction than that. It is not uncommon for the Bank’s country portfolio to be rated quite low in an 
otherwise satisfactory situation from the country’s point of view, and vice versa.  
 

We have to guard against overloading on the monitoring process. This process is only a means to 
help the global community to assess from time to time, the actions needed from all the development 
partners for achieving the MDGs. It can not be a substitute for adequate increase in the assistance levels 
from the developed countries to support the up scaling of the development efforts coupled with sound 
policies and programs of the developing countries.  
 
Enhancing Voice and Participation of Developing and Transition Countries 
 

We recognize the need for a consensus to achieve progress in enhancing the voice and 
participation of developing and transition countries. This would also require a concerted effort on the part 
of the international community.  It is clear from the documentation for this meeting that there are no quick 
fix solutions, and simultaneous progress on many different and parallel tracks would be required.  The 
Monterrey Consensus, which brought to the forefront the global debate on ‘voice’, has been enriched by 
the many suggestions that have come up during discussions on this issue in the IFIs, in other multilateral 
fora, internally within countries, and not least, among civil society organizations.  We are encouraged by 
the desire to have all options for enhancing voice on the table and would like to urge all member 
countries, particularly, the developed countries, to approach the question with an open mind.  We need to 
guard against the temptation to side-step substantive issues of voice, by focusing on narrow, peripheral 
issues.  Clearly, more work is needed to address the substantive issues. 
 

We are specifically concerned over the evolution of IDA’s governance.  The role of IDA as an 
institution working with low-income countries in their development efforts is crucial. IDA Deputies, over 
successive IDA Replenishments, have taken over the responsibility of laying down IDA’s policies, which, 
under the Articles of IDA, fall within the province of the Board of IDA, where developing countries have 
a well defined voice and role.  The forum of IDA Deputies is an informal forum of donors and having 
developing country representation as observers does not meet the requirement.  IDA Deputies have 
moved from determining not only the generalities of IDA policies, but also the specifics, including policy 
conditionalities.  By these actions the IDA Deputies have, in effect, shut out the voice of its poorer 
members, which would have been expressed through the IDA Board.  It is our belief that the Board is the 
most appropriate place to reclaim this voice and participation.   We believe that would also be consistent 
with the legal provisions. 
 
Progress in implementation of Poverty Reduction Strategy Papers (PRSP) 
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We welcome the progress made in integrating the PRSP with the policy framework of the 

recipient countries. It would be better for the multilateral agencies to identify and adopt country driven 
programmes with improved institutional systems and accountability standards.  External assistance should 
contribute to expansion of existing programmes and to their better implementation.    The PRSP exercise 
should help in capacity building and strengthening the existing processes and institutions rather than 
replicating or bypassing them.  The scope for innovation would certainly be there.  However, such 
innovation should be anchored in the socio economic conditions of the country.   We would like to 
highlight the need to maintain PRSP as country-owned strategies in letter and spirit.  The PRSP should 
guide the flow of external assistance; and the Bank should take the lead in ensuring its primacy and not be 
constrained by standard formulae or prescriptions, which tend to give precedence to stability over 
development. 
 
Progress in Trade 
 

The Doha Agenda of WTO has the right ingredients to have a catalytic effect on growth and, 
“good” agreements could produce income gains to both the developed and the developing countries, 
resulting in reduction of Global Poverty. Improved Market Access for all products of all is perhaps the 
key. Specifically, for achieving the MDGs, the need is to strengthen the capacity of developing countries 
to expand their production and trading activities, and this is possible if the agreement aims to reduce 
barriers and provide greater Market Access to the Goods and Services of the developing world. PPrroo-poor 
policies are the only way forward. For this, the developed countries must show greater flexibility on 
issues of vital importance and essential for development of the poor countries. There is, accordingly, a 
need for an appropriate response from the developing countries as well for a multilateral fair and free 
trade regime. 
 
Infrastructure Action Plan 

 
We welcome the Bank’s renewed commitment to scale up its financing of infrastructure. The 

empirical evidence linking investments in infrastructure, poverty reduction and growth is well 
documented. The Millennium Development Goals will not be reached without an order of magnitude 
increase in the investment in infrastructure. Given the huge unmet demands for basic services, this 
increased investment will have to come from a variety of sources, public and private, domestic and 
international, concessional and commercial. The task before the World Bank is to increase its investment 
in this sector using a broad and flexible array of instruments to catalyze the reform of domestic policy 
environments for more efficient and sustainable public investment and to crowd in more private 
investment in infrastructure. The Bank’s analytical and advisory activities could also fill vital gaps in 
data, research and wide dissemination of good practice. 

 
It can be no one’s case that the Bank’s safeguard standards need to be diluted. However, the 

uneven and inconsistent application of the Bank’s safeguard policies across regions, sectors and even 
projects in the same sector is proving to be a significant cost disadvantage and will be a hindrance to 
scaling up the bank’s infrastructure business. The application of safeguards needs to be done in a 
collaborative manner to ensure consistency and cost-effectiveness.  Safeguards should be treated as a 
means towards sustainable development and not an end in themselves. 

 
We commend the Bank’s attention to following-up on the Camdessus Panel report on “Financing 

Water for All”.   The Panel’s recommendations offer a good opportunity to meet the water and sanitation 
(WSS) related MDGs and also the health related MDGs, which are directly affected by WSS issues. The 
Panel has emphasized the critical role of multilateral financial institutions in financing water 
infrastructure, including storage schemes.  Unfortunately, the paper before us does not indicate how the 
Bank proposes to fulfill this task.  We would like the Bank to address more squarely the disincentives and 
risks faced by staff working on WSS projects. Developing countries need substantial investments in water 



 96

storage, flood control and major irrigation and drainage projects and MFIs can play an important and 
critical role in meeting these needs and also countering ill-informed criticism of such investment in 
certain quarters. 

 
We meet at a time when the actions of the global development community are under increasing 

scrutiny.  Given the scale of the development challenge facing us, the Bank, as an institution, needs, much 
more than ever before, to focus on where it can actually make a difference and add value, become 
increasingly results-oriented and cost-effective, and to convincingly make out the case for enhanced aid 
as a moral and economic imperative. 
 
Statement by Mr. John Snow, Secretary of the Treasury (United States) 
 

We have come together in Dubai to address a vital cause, supporting developing countries’ efforts 
to increase economic growth, raise living standards, and reduce poverty.  The United States is committed 
to meeting this challenge.  Our shared objective further reinforces the urgency of increasing global 
economic growth. 

 
Increasing Grants 

 
The World Bank has made some important changes that will help to advance developing 

countries’ growth more rapidly and effectively.  One such reform is the increasing use of grants.  For the 
poorest countries, grants are particularly important in such areas as education and health – investments 
that increase productivity but do not directly generate the income needed for debt servicing.  We must 
increase grants in IDA 14 and beyond so that strong performers with heavy debt burdens can still access 
the external resources they need to support real growth-promoting development.   

 
Mainstreaming Results Measurement 

 
I commend the World Bank for the ambitious transformation it has launched to orient itself 

toward producing results.  No development endeavor should be considered a success unless it achieves 
measurable impact on the lives of the poor.  The Bank’s work to integrate a results measurement system 
and evaluation into its operations and strategies must be practical, achievable and transparent.  The focus 
on results should also apply to Bank lending for budget support for recipient countries.  Budget support 
must be designed around a strong results framework, with clear, measurable baselines, indicators and 
objectives.  It should be going to solid performers with the most credible public expenditure management.   

 
Measuring results, rewarding performance, and increasing transparency are all steps intended to 

bolster program effectiveness and enhance accountability.  To advance this agenda, we call on the Bank 
to: 

 
• Fully disclose the performance rating system it uses to allocate resources to poor countries, 

including disclosure of individual country performance scores that are used to apportion IDA 
resources, and the scores of their components; 
 

• Tie staff performance incentives to the quality of development outcomes rather than the 
quantity of development flows, and; 
 

• Conduct an external performance audit of the IDA-13 results commitment, to which the 
United States has tied its US$200 million incentive contribution. 

 
Supporting Private Sector-Led Growth 
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The World Bank is engaging more seriously in supporting private sector-led growth, which is 
essential for poverty reduction.  I particularly want to commend the IFC and IDA initiatives to expand 
small business access to credit in Africa.  I welcome the focus of next year’s World Development Report 
on the links between investment climate improvements, growth and poverty reduction.  Investment 
climate diagnostics must be central to all country programs.  Where private finance is unavailable, the 
Bank must also catalyze infrastructure investments necessary to strengthen markets, productivity and 
services delivery.   

 
Remittances 

 
Remittances from the developed countries to people in poor countries play a crucial role in 

economic development, with recorded flows reaching over US$70 billion per year and far exceeding 
official development assistance.  These flows reduce poverty and help achieve other development goals in 
education and health.  Actual flows are believed to be significantly higher given that remittances often 
flow through informal channels.  The use of informal channels indicates that there is room for 
improvement in our formal financial systems and that we can reduce the cost of remittances thereby 
increasing the flows significantly.  It is critical that the IFIs dedicate resources to the systematic analysis 
of remittance issues.  In this vein, we welcome the World Bank’s recent draft report for APEC that creates 
a framework for estimating the magnitude of remittance flows and examines the incentives for using 
informal systems. 

 
Reducing Barriers to Trade 

 
Increased trade offers significant potential for developing countries to increase growth and reduce 

poverty.  The World Bank has made commendable efforts to incorporate trade issues into country 
programs, reducing administrative obstacles to trade and supporting regional integration projects.  More 
operations are needed to improve the legal, administrative, financial and customs/transportation 
frameworks that can make or break a country’s ability to compete.  The most important means of 
increasing trade, however, is to bring down trade barriers in both developed and developing countries.  
World Bank studies show that the gains from such reforms for emerging markets alone could be US$500-
US$800 billion annually.   

 
The United States commends the willingness of the World Bank to support developing countries 

with adjustment needs related to trade liberalization.  We must not let the outcome at Cancun become a 
lost opportunity for global trade liberalization.  As governments reflect on next steps, it will be critical for 
all countries to consider their contributions to reducing barriers to poverty-reducing trade and investment. 

 
Voice of Developing and Emerging Market Countries 

 
The United States has long supported strengthening the voice of developing and emerging market 

countries in the international financial system.  The U.S.  was one of the earliest and strongest advocates 
of the creation of the G-20 and the country-driven PRSP process, and the U.S. has advocated including 
borrowing country representatives in IDA-13 and African Fund replenishment negotiations.  We 
supported measures taken last spring to enhance the influence of the borrowing countries with regard to 
the Bank, including adding resources to the largest constituencies. 

 
 

Supporting Iraq and Afghanistan 
 
It is propitious that we are meeting in Dubai.  Our coming together here underscores the vital 

work that the World Bank and other institutions are doing in this region.  As we all know, the task of 
supporting reconstruction and recovery in Iraq is enormous.  The World Bank is already making a 
tremendous contribution on a needs assessment, and we look forward to its continuing active engagement.  
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In particular, the World Bank should work with the Iraqi Governing Council and relevant Iraqi ministries 
to provide substantial financial support to Iraq as soon as possible.   

 
I believe that we have already achieved important successes in Iraq, especially in the economic 

and financial areas.  While these achievements are helping to underpin economic stability in Iraq, 
substantial work is needed to lay the foundation for private sector-led growth and to bring lasting and 
meaningful improvements to the Iraqi people.  Helping Iraqis achieve these objectives will require a 
sustained commitment by the international community, and I look forward to next month’s meeting in 
Madrid as an opportunity for donors to pledge their support.   

 
In Afghanistan, reconstruction is moving forward with the help of the international community.  

Substantial progress has been made on crucial infrastructure projects, and I commend the contributions 
that the World Bank and Asian Development Bank are making in this area.  The Afghan government 
deserves credit for its efforts to provide the basis for a working economy.   

 
Afghanistan is at a critical juncture.  To ensure success, the United States will increase its 

assistance to Afghanistan this year and accelerate projects to provide concrete, visible results to the 
Afghan people.  To be successful, however, this must be a united effort with the full support of the 
Afghan government and the international community.  I urge donors to increase and expedite their 
assistance. 

 
Combating Terrorist Financing/Anti-Money Laundering 

 
We are making progress in protecting people from terrorism by combating terrorist financing and 

money laundering, but much remains to be done.  The World Bank has contributed to this effort and I 
look forward to further work.  A high priority is the joint World Bank, IMF and Financial Action Task 
Force (FATF) pilot project for assessing country compliance with standards for combating terrorism 
financing and money laundering.  This should become a permanent part of the IFIs’ oversight and 
surveillance of financial systems.  It will be critical to the war on terrorism and will help to anchor the 
foundations of sustainable growth and development.  

 
World Bank Budget 

 
To ensure the ability of the World Bank to deliver its assistance more effectively and achieve its 

objectives, its administrative budget must be more transparent and focused on the strategic priorities of 
the Bank.  The US will work with other shareholders in the World Bank and the other international 
financial institutions to propose changes in the way their budgets are structured, with a view to 
implementing these changes over the next year. 

 
Conclusion 

 
I want to share a longer-term vision reflecting on the ambitious goals that we have set for 

reducing poverty.  As these goals are met, we can add another target that we should all want to achieve, 
and that is for the development institutions – bilateral and multilateral – to work themselves out of 
business.  While it may seem like a strange measure of success, such an achievement would mean that 
people’s lives have improved and countries are relying on investment, private capital, and 
entrepreneurship instead of pledges, concessions, and debt relief.  It would mean that the people of 
developing countries will have governments that deliver basic services and provide for the rule of law; it 
will mean that they will have a chance to better their lives and see their children educated; and it will 
mean that they will know freedom and human dignity.   
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Statement by Ms. Agnes van Ardenne, Minister for Development Co-operation (The Netherlands)17 
 

Linkage of ODA to Peace and Security  
 

I am pleased that the volume and modalities of aid are high on the DC’s agenda, as part of the 
general discussion on our progress towards the MDGs. That agenda could inspire us to address any 
number of development issues, but right now there are a few topics I would like to focus on, including 
post Cancun perspectives and other coherence issues.  
 

One important issue, which is on the top of my agenda and should be part of the debate on ODA, 
is the relationship between peace, security and development. Security is a necessary precondition for 
sustainable development and should therefore be an integral part of the development agenda. Afghanistan, 
Iraq, Liberia, the Democratic Republic of Congo, and many other countries have no chance of catching up 
with global economic development until sufficient stability has been restored. Post-conflict countries are 
especially prone to revert to instability and violent conflict. The experiences of the international 
community in such places as Macedonia and Bosnia-Herzegovina show that one crucial part of any 
sustainable reconstruction process is restoring public order – by disarming, demobilizing and 
reintegrating former combatants, ensuring the presence of a functioning police force and, if necessary, 
deploying a peacekeeping force.  

 
Role of the World Bank in Peace and Stability 

 
I welcome the considerable effort the World Bank has made in recent years – within the bounds 

of its mandate – to learn more about the relationship between conflict and development, and to put its 
conclusions to practical use in its operations (such as arrears clearance and using grants for post-conflict 
countries). The Bank’s support for demobilization and reintegration programs is an excellent example of 
how joint efforts by development agencies can promote security. As the Bank advocates, donors should 
coordinate their efforts through multi-donor trust funds to avoid unnecessary transaction costs, 
proliferation of stand-alone projects and fragmentation of financial resources. I also commend the Bank 
for its important research and analysis of violence and conflict in developing countries, which has led to 
new insights into the gender dimensions of conflict, the links between education and conflict, and the role 
of conflict in the spread of HIV/AIDS.  

 
Agenda for further Work on Security and Stability and Development 

 
Still, there are some ways in which the World Bank needs to strengthen its performance on 

conflict and post-conflict issues. First of all, the Bank and other actors should strengthen the regional 
approach in conflict prevention and resolution. Furthermore, the Bank needs to work more closely with 
other key actors, given the complex political, social, economic and international dimensions of conflict. 
Although much progress has been made in recent years – take the partnership program in support of DDR 
in the Great Lakes, for example – there is still a need for better coordination and collaboration based on 
openness, trust and a clear division of labor. While conflict resolution is the mandate of the United 
Nations, the Bank should focus on formulating and implementing effective development strategies. The 
Bank should aim for complementary roles and synergy with UN institutions like UNDP and UNHCR. By 
assuming a complementary role, the Bank can make sure that it stays within its non-political mandate. 

 
Another area for more active engagement by the Bank is targeted, (situation-specific) advice on 

development in conflict-prone settings for PRSP countries. PRSPs are meant to be comprehensive 
strategies, so they need to address issues of insecurity and instability which impact on poverty, especially 
in post-conflict countries. On the other hand, countries in conflict should not be asked to draft PRSPs, 

                                                 
17 Representing the constituency consisting of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, 

Georgia, Israel, Republic of Macedonia, Moldova, The Netherlands, Romania, and Ukraine. 
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because the main prerequisite for development (peace and reconciliation) is not in place. The Bank should 
also do a better job of integrating the lessons learned about security, stability and development into its 
regular operations. If the Bank does not pay enough attention to issues of conflict, Bank operations could 
have adverse effects on reconciliation processes. I would also like to encourage the Bank to review its 
administrative procedures. Sometimes, they are not well suited to complex conflict situations: a case-by-
case approach and flexibility are required to react swiftly to windows of opportunity and to deal with a 
multitude of stakeholders. Finally, the Bank should incorporate military expenditure into its work on 
public finance management, to improve financial governance.  

 
Monitoring Policy Actions to Achieve the MDGs   

 
We have discussed at length what kind of monitoring needs to take place in order to achieve the 

MDGs. The time is now ripe to adopt concrete monitoring measures and yardsticks to ensure that our 
development partners deliver on their promises. Twenty eight countries have already finalized their MDG 
reports, including Ukraine, Armenia and Bosnia-Herzegovina; Besides these MDG reports, many 
developing countries have shown progress in PRSP implementation in a transparent manner. We should 
take these PRSP countries as examples; they are now held accountable for  achieving MDG’s, by 
investing in pro poor economic growth, good governance and private sector development. These efforts 
need to be matched by developed countries, in the spirit of shared responsibility and mutual 
accountability as we work towards the MDGs. I propose that all developed countries draw up annual 
national MDG-8 reports dealing with their progress in the area of policy coherence for development. It 
should highlight progress and new initiatives in three areas: first, aid volume and aid effectiveness; 
second, debt sustainability; and third, market access for developing countries, especially the least 
developed countries.  
 
Cancun 

 
I deeply regret that we failed to reach agreement in Cancún. It is a setback for the world 

economic recovery and a blow for the multilateral trade system.  But also a missed  opportunity to lift 
millions of people out of poverty. Liberalizing measures that are vital for development and poverty 
reduction, especially in agriculture, will now have to be postponed. African cotton-producing countries 
will for instance have to wait for a concrete solution to the crisis they are in. We have to make a careful 
analysis of why Cancun failed. I think we did not fully appreciate the position and the concerns of 
developing countries. I observe that developing countries managed to articulate and defend their interests 
with new strength. Greater influence for developing countries in the multilateral trading system will give 
it a more truly global character.  

 
The multilateral system can and should emerge stronger from this setback, but only if countries 

continue to search for a way forward. I call upon all countries to make concerted efforts towards a pro-
poor deal. I urge all developed countries to eliminate export subsidies for the products of particular 
importance to developing countries. And to follow the EU initiative, Everything but Arms (aimed at 
giving access to products from the least developed countries). 

 
Post Cancun, we face real stumbling blocks but we should work together to facilitate viable and 

well-documented proposals. We might need to reconsider the procedures guiding the negotiations in 
WTO and the need to differentiate between developing countries. After all one cannot compare Brazil 
with Ghana and India with Ethiopia. WTO member states especially the large regional blocks like the EU 
have the responsibility to come up with initiatives and proposals to take us out of this deadlock. This is 
crucial to restore the confidence of the developing countries. I would like to thank the Bank for its 
constructive role in the run up to the Cancun negotiations, through its research and advocacy work in this 
area. I also salute the initiative of Bank and Fund to address the adjustment costs of a more liberal trade 
environment for developing countries, such as erosion of preferences, loss of tariff revenues and possible 
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negative impact on the poor. After all, despite the overall economic benefits of liberalization, developing 
countries may face adverse effects in the short term. 

 
Enforcing Coherence: the Roles of Countries, OECD/DAC and the DC  

 
As for the ODA agenda, I call upon donor countries to abide by the Monterrey Consensus, which 

is a crucial step towards the agreed UN target of setting aside 0.7 percent of GNP for ODA. Donors and 
agencies like the World Bank and UN should also start implementing the action plans on harmonization 
that they pledged to formulate  at the High Level Forum in Rome last February.  

 
We are committed to improving the performance of the Netherlands on the Centre for Global 

Development’s ‘commitment to development’ index. Civil-society initiatives of this kind help to place or 
keep coherence issues on the political agenda of developed countries. It is equally important to place 
pressure on developed countries, especially those that are ‘poor performers’ in terms of coherence. There 
are already very useful intergovernmental mechanisms for this purpose, in particular peer reviews in the 
OECD framework. MDG-8 reports can make OECD peer reviews much more effective. I will take the 
initiative to work out a format for MDG-8 reporting covering these issues, together with other interested 
donors. I intend to distribute an annotated outline by early next year. MDG-8 reports should also be used 
as self-assessment tools to inform the OECD country examinations. In addition, I am in favor of joint 
assessments (of donors) at the level of recipient countries; that will allow the views of recipients to be 
incorporated into the assessment of donor countries. I believe that the required changes in donor conduct 
are more likely to be enforced at country level, where actors can hold each other responsible directly, 
rather than through international fora. Although OECD-DAC should have primary responsibility for 
monitoring the conduct of developed countries, I believe the Development Committee has an important 
role to play: the DC should build on the work done by DAC, analyze trends and help to set the agenda for 
further action.  
 
Enhancing the Voice and Participation of Developing and Transition Countries 
 

Enhancing the voice and effective participation of developing and transition countries was one of 
the items discussed at the last Spring Meeting as a step towards fulfilling our Monterrey commitments. I 
am pleased to see that real progress has been made in strengthening the capacity of the African 
constituencies. Furthermore, a Task Force has proposed measures that have been endorsed and there is a 
proposal to create a Trust Fund for independent research and policy advice. The Netherlands, together 
with other donors, has followed up on this appeal and I am pleased to announce that I am prepared to 
contribute two hundred and fifty thousand euros to this important initiative. I call on other countries to 
join us in this effort. In my opinion, these first tangible deliverables will enhance the voice and 
participation of developing and transition countries in the Bretton Woods Institutions. 
  

I do believe, however, that there is still a need to strengthen the capacity of the relevant ministries 
in recipient countries. That, together with a well trained staff in the ED offices, can enhance the leverage 
of these countries in the decision-making of these two institutions. Of equal importance is the need to 
recruit staff with more diverse national backgrounds, and to intensify the interaction between staff and 
recipient authorities at the country level. We view intensified interaction as one of the means to promote 
country own responsibility  for development. 
 

Apart from whatever new measures we adopt, I would like to point out the advantages of mixed-
country constituencies consisting of both debtor and creditor countries. The process of consultation and 
sharing experience within these constituencies in itself gives the smaller shareholders a greater voice in 
the Board. Mixed-country constituencies can also enhance consensus building in the Executive Board by 
combining the donors’ and borrowers’ views in their position. The (recipient) countries in the mixed 
constituencies should be able to benefit from capacity building measures. For this purpose the 
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Netherlands has a program for TA aimed at the constituency countries which need support in building 
institutions.  
 

I hope that at this annual meeting we can finally agree on how to strengthen the voice of the Least 
Developed Countries and countries in transition in the International Financial Institutions, for that is part 
of the global responsibility we all bear to eliminate poverty in our lifetime. 
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Co-operation and 
Development (Germany) 
 

 
The German government regrets the failure of the Cancun Ministerial Conference to reach an 

agreement. We believe that a successful conclusion of the Doha Development Agenda is vital to growth, 
poverty reduction and progress in achieving the Millennium Development Goals (MDGs). We are more 
than ever committed to fulfilling the development promise of Doha and therefore urge for there to be a 
speedy resumption of trade negotiations. 

 
After Cancun, all those involved need to realize that from now on, the developing countries will 

be playing an active part in WTO negotiations. We expressly welcome that. Maybe all players will first 
need to learn now how to respond to this new situation in a constructive manner and to develop 
appropriate efficient procedures. If we succeed in this endeavor, the WTO will be strengthened as a result. 

 
World Bank Governance and Ownership 

 
Given the global challenges facing us and the increasing degree of global interdependence, our 

need for strong and efficient multilateral institutions is greater than ever before. Strengthening multilateral 
institutions is also one of the fundamental goals pursued by the German government. Strong multilateral 
institutions, co-operative security and disarmament, solving problems by means of international co-
operation, asserting international law and campaigning for global sustainable development are the 
cornerstones of good global governance.  

 
Transparency, accountability and participation are all vital to the efficient functioning of 

institutions. In turn, participation engenders ownership and legitimization. The aim must be to involve the 
developing and transition countries more closely in the decision-making structures of international bodies 
and thus enhance their responsibility for global security, stability and development. Opportunities, rights 
and responsibilities must be more evenly shared. 

 
The World Bank’s progress report “Enhancing Voice and Participation of Developing and 

Transition Countries” sets out a number of key reform steps. Germany very much supports the measures 
that have already been decided on. We should monitor the impact of these measures and review the extent 
to which they have achieved the desired aim in one year at the latest.  

 
At the same time, I firmly believe we should not limit our efforts to the measures that have 

already been decided on and are currently under discussion regarding strengthening the capacities of 
selected Executive Directors’ offices. We need to take a more comprehensive approach to the issue of 
increased representation for developing and transition countries. We cannot afford to limit reforms to a 
few “easy” measures. Reforms which do not include a change in the present voting and capital structure 
would not do justice to the complexity of the problem and would be a breach of a key Monterrey promise. 

 
The Bank must therefore further strengthen ownership and reform its voting and decision-making 

structure so as to fulfill the Monterrey promise and more effectively fulfill its mandate, which differs 
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dramatically from that envisaged when the Bank was created. Germany proposes the following three 
major reforms. 

 
Firstly, we should work towards strengthening and rigorously applying the principle of 

ownership. The PRSP approach has laid the necessary foundations for greater participation by the 
recipient countries in the relevant programs and measures. Yet our experience of PRS processes so far, 
including an evaluation carried out as part of German development co-operation, has shown that efforts to 
strengthen ownership to date have not gone far enough.  

 
In our efforts to develop and realize ownership, we should ensure that recipient countries are 

more closely involved in initiating, preparing and formulating World Bank programs. Greater ownership 
means, in particular, making better use of local knowledge. This is not an end in itself. Designing 
successful programs requires detailed knowledge of the specific national economy and the institutional, 
political and social context in which each program is to be implemented. The fact that, in the past, the 
assumptions on which poverty reduction measures have been based have often proved overoptimistic also 
reflects the poor understanding of how policies will impact within the specific context of an individual 
country. This problem can only be solved by adopting innovative approaches that are adapted to local 
conditions. These approaches demand that the international donor community should also be willing to 
learn and that it should be prepared to seek solutions that diverge from the mainstream. To strengthen 
implementation of the PRSP approach, Germany has agreed with the World Bank to set up a trust fund, 
which is to be used to conduct country-specific impact analyses in key policy areas. 

 
We must also ask whether the practice of submitting the countries’ PRSPs to the Boards is 

actually undermining such local processes. The impression gained in many recipient countries is that 
“final approval” of the PRSPs is granted in Washington. True ownership demands that shareholders 
exercise self-restraint in Board discussions on PRSPs and that responsibility for relevant decisions be 
assigned to suitable country-specific fora. 

 
We expect the management of the World Bank to look at these matters in greater detail. I would 

welcome a progress report on all aspects of the voice issue at our next Annual Meeting.  
 
Secondly, Germany advocates a substantial increase in basic votes. This would increase the 

relative weight of the recipient countries, thus improving the relative standing of the small developing and 
transition countries in particular. Raising basic votes to their original level of around 11percent would 
increase the entire proportion of votes held by the developing countries to 43percent. In addition to 
increasing basic votes, there is also a need to maintain the ratio of basic votes to total votes. In this way, 
future changes in paid-in capital would automatically lead to a change in basic votes, as is already the 
practice, for example, at the Asian Development Bank. 

 
Thirdly, we propose that the practice of double majority voting, as has been adopted in the Global 

Environment Facility (GEF), be introduced for operational decisions. A double majority would be defined 
as a majority of shareholders, on the one hand, and a majority of recipient country votes, on the other. 
This would ensure that adequate account is taken of the developing countries’ interests in such decisions. 
The double voting structure would add an important note of equal accountability while not detracting 
from the basic membership rights of all participants.  

 
The issue of voting and decision structures must be part of the reform package to increase the 

voice of the developing and transition countries in the Bank. We have published a paper in which we 
openly set out our position. We would, of course, be willing to discuss other options. What is important is 
that the Development Committee decide on a timetable for further discussion of these important 
questions. 

 
ODA 
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The report on "Supporting Sound Policies with Adequate and Appropriate Financing" highlights 

once again that focused and additional efforts are required on all sides. This means substantially 
increasing ODA. The first step must be to fulfill the promises made in Monterrey. Germany stands by the 
commitment it made within the EU at Barcelona and again at Monterrey to increase its ODA/GNI ratio to 
at least 0.33percent by 2006, an effort which reflects our continued and serious commitment to the MDGs 
at a time when we in Germany, like the rest of the world, are experiencing economic problems. As ever, 
we continue to regard the 0.33percent target as a staging post on the way to the 0.7percent target.  

 
At the same time, we must focus more on the question of how we can help mobilize developing 

countries' own domestic resources, through the transfer of financing and know-how. In the current debate 
on the role of ODA, we should, however, avoid giving the impression that the sole purpose of ODA is to 
close a financial gap of some kind when in fact it is also a question of arriving at a clearer understanding 
of the qualitative change that can be achieved by ODA. In many countries, investment and economic 
growth are too low to allow debt sustainability to be achieved and the MDGs to be realized.  The goal of 
development co-operation is to help encourage private investment of sufficient levels in our partner 
countries.  

 
A Key Problem: Commodity Dependency and Vulnerability 

 
In this context, there are two sets of issues that need to be looked at with priority and urgency: 

vulnerability, in particular with regard to external shocks, and the dependence on low-value-added 
commodity production. 

 
Most commodities of export interest to developing countries, in particular in Africa, suffer from 

high price volatility, for example coffee, cocoa, gold, tea and cotton. Volatility of commodity prices 
aggravates difficulties in macroeconomic management and frustrates investment efforts because of 
uncertain overall economic conditions. Sub-Saharan exports experienced roughly twice the volatility in 
terms of trade that East Asia’s exports did and nearly four times the volatility that the industrial countries 
experienced. On average, the poorest countries are hit by an “external shock” every five to eight years. 
One of the main causes is their heavy dependence on commodities.  

 
In addition to price volatility, the real prices of many commodities, like cotton and coffee, depict 

declining trends. Between 1997 and 2001, the UNCTAD combined price index in US dollars fell by 53 
percent. That is, commodities lost more than half of their purchasing power in terms of manufactured 
goods. One major explanation for the poor economic performance of the region in the past two and a half 
decades is the significant loss of resources due to adverse terms of trade. UNCTAD calculates that the 
investment ratio would have been 1.4 percent higher and the current level of per capita income as much as 
50 percent higher had it not been for the decline in the terms of trade and the associated losses for non-oil-
exporting countries,. Furthermore, the terms-of-trade losses have also contributed to the debt overhang of 
African countries and HIPCs. 

 
Growth Policies and Poverty Reduction 

 
So what are the implications for domestic policies and how does this affect the role of 

development co-operation? 
 
In order to be successful, policies and institutions must be adapted to local conditions. This can 

only be achieved by strengthening the ownership of development programs. The PRSP approach has 
paved the way. But the World Bank and the IMF must take an open-minded attitude to the various 
strategies and polices formulated in the partner countries. 
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Not only must the Fund and the Bank be fundamentally willing to accept policy concepts that fall 
outside the mainstream but they must also actively advise the partner countries on how to implement 
these policies in the most efficient way. For example, it is not enough that it is now tolerated for countries 
to protect their capital account by controlling the movement of capital. Rather, they need to be actively 
advised on how to make effective use of capital import taxes or regulations, for example.  

 
In this context, it is important for the international financing institutions to look more closely at 

how policies and institutions operate in a given country context and how this knowledge can be reflected 
in operational policy. This presents the World Bank with a great challenge. The latest evaluation reports 
and the CAS review have shown that there is still room for improvement, particularly in terms of tailoring 
World Bank programs to the partner countries’ own political economy, making effective use of analytical 
and lending instruments and evaluating impact and progress.  

 
The key challenge is to identify where the potential for growth lies and to focus on mobilising it. 

In many cases, this will require governments to adopt a long-term pro-active political strategy. Institution-
building and the strengthening of the regulatory framework must be at the heart of national development 
strategies. Progress here must set the pace for all other areas of reform. 

 
Special attention must be given to the commodity dependence of many low- income countries and 

also to issues surrounding vulnerability. Government policies have a critical role to play in reducing 
dependence by creating conditions that promote horizontal and vertical diversification towards higher-
value-added products. It is essential that institutional capacities be enhanced in this critical area. It is also 
crucial to promote the further processing of basic commodities so as to allow countries to establish a more 
diversified economy, to make them less vulnerable to external shocks, to boost income in the long term 
and to ensure debt sustainability.  

 
Export diversification is undoubtedly the right approach to reducing vulnerability. But the 

industrialized countries must not use this recommendation as a means of distracting attention from their 
own policy shortcomings. Cotton policy is one particularly good example. Various estimates suggest that, 
in 2002, cotton subsidies in industrialized countries caused a loss of up to US$300 million in revenue to 
Africa as a whole, which is more than the total debt relief (US$230 million) approved by the Bank and the 
Fund under the enhanced HIPC Initiative for nine highly indebted cotton-exporting countries in West and 
Central Africa in the same year. We must put an end to this lack of political coherence, otherwise our 
efforts to reduce poverty will fall on stony ground.  

 
It is also important that macroeconomic issues should not be ignored.  Experience gained to date 

with PRSPs, for instance, has shown that the issue of alternative macroeconomic policies has barely been 
touched. Exchange rate and monetary policies, for example, are rarely dealt with in depth. While it is 
generally agreed that macroeconomic policies should aim at a stable currency and low inflation rates, 
opinions vary on how to achieve that goal.  These options and the related trade-offs need to be discussed 
within the context of each individual country. Germany therefore supports including a working group on 
macroeconomic issues as part of the set of technical committees that countries establish for the 
development of their PRSP.  

 
There must also be increased analysis and discussion of how macroeconomic policies can help to 

boost economic growth and investment. Increased attention has to be focused on the macroeconomic 
forces of growth, as distinct from adjustment issues on a micro level. So far, the Bank has tended to 
concentrate most of its attention on the microeconomic level, for example in its current research on 
“Investment Climate”. The focus tends to be mainly on allocation, yet improvements in the allocation of 
resources are no guarantee of economic growth. Indeed, allocation improvements can even exist in 
parallel with low growth or recession. And, vice versa, as several countries have demonstrated, there can 
be high growth due to favorable macroeconomic conditions despite sub-optimal allocation. 
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The Bank should devote more attention to the question of how to promote the financial sector in 
developing and transition countries. If growth is to be mobilized and sustained, it is vital to promote 
domestic investment. If the will to invest is there, then credit creation can provide the means. Yet that 
implies the existence of a functioning financial system. The financial system, therefore, has an important 
role to play. Currently, however, it is capable of playing that role in only a few developing countries. This 
raises a number of important policy questions, such as: 

 
• What role can macroeconomic policy play in promoting the development of the financial sector? 

 
• How can developing and transition countries avoid excessive current account deficits or excessive 

foreign exchange debt and thus protect themselves against the volatility of financial flows?  
 

• How can the increasing dollarization in many developing countries – with its devastating impact 
on national financial sectors – be tackled effectively?18 
 

International Trade Policy 
 

Domestic policy packages are unlikely to be effective without a complementary package from the 
international community. In this context, the multilateral trade regime is paramount. It is particularly 
important that international trade policy provides a sound framework for national development strategies.  

 
I therefore find it regrettable that the 5th WTO Ministerial Conference in Cancun ended without 

any agreement being reached on substantive issues. As the World Bank showed quite compellingly in its 
recent Global Economic Prospects, an agreement on agricultural issues in particular and on the 
improvement of market access for processed products through the lowering of tariffs - especially the 
reduction of tariff peaks and tariff escalation - could bring a great boost to prosperity in the developing 
countries and thus make a major contribution towards the achievement of the Millennium Development 
Goals.  

 
We should not waste time blaming each other for the failure of the conference. The constructive 

reaction is for each of us to re-examine our own position so that we can re-start the multilateral WTO 
negotiation process as soon as possible – in the interests of the developing countries but also in order to 
lend a much-needed boost to the global economy. Developing countries are best able to assert their 
interests in multilateral processes like this. We must stand firmly by the aims of the Doha Development 
Agenda. I would like to take this opportunity to affirm the German government’s commitment to those 
aims. Proof that progress can be made on difficult and highly contentious WTO issues can be found in the 
agreement on TRIPS and public health that was reached at the General Council in Geneva shortly before 
the Ministerial Conference. I am pleased that this agreement is holding up and that it remains unaffected 
by the failure of the WTO conference in Cancun. 

 
It is too early to say what lessons are to be learned from the Cancun conference. One of the 

remarkable things about Cancun, however, is that it was the first time in the history of GATT or the WTO 
that the poor developing countries joined forces to defend their interests. We welcome the active 
participation of these countries and hope it will continue in future WTO negotiations. It is a fact that, 
quite apart from the question of market access for their agricultural produce, many of these countries have 
reason to be skeptical. They are expected to further liberalize their import regimes and apply new trade-
related standards. Yet these new standards (relating to such matters as competition law and investment 
protection) are not always appropriate to the level of development in these countries. Moreover, they are 
extremely difficult to implement in practice and also costly. Whilst import liberalization can do a great 
deal to promote development, it can only do so as part of a comprehensive development strategy. 
                                                 
18 The German government has commissioned a study on these questions, the results of which were presented at this 

year’s Annual Bank Conference for Development Economics in Paris as part of a parallel workshop.  
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Successful liberalization is dependent on functioning institutions and complementary policies. These 
conditions cannot be put in place overnight; in many cases it is a process of several years or even decades. 
We should therefore be careful not to exert pressure on the developing countries in this regard. We must 
accept that the developing countries – without losing sight of the ultimate aim – will steer their own 
course and, for example, take a selective approach to import liberalization in order to protect certain 
branches of industry for a period of time.  
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Statements Submitted by Observers 
 
Statement submitted by Mr. Poul Nielson, Commissioner for Development and Humanitarian Aid 
(European Commission) 

 
The question today is “how to reach the MDGs?” The collapse last week of the talks in Cancun 

certainly makes the task more difficult.  The Doha Development Agenda is an essential element of the 
international response to the Millennium Declaration.  There is no sustainable poverty reduction without 
growth.  And trade has proven an important engine of growth in the countries that have made a dent in 
poverty. 

 
The European Union is serious about making trade work for development.  I am glad that we 

have pushed for concluding the agreement on essential drugs before Cancun, which will assure that poor 
countries can buy medicines for AIDS and major killer diseases at more affordable prices.  My colleagues 
went to Cancun with development oriented proposals on agriculture and cotton, but these were not even 
discussed.  Now we all need to look at the situation with an open mind.  The European Union will 
continue to dialogue, and carefully analyze what went wrong and where the real problems are.  We 
remain committed to a rules-based multilateral trading system.  If we are all serious about poverty 
reduction and the MDGs, we must get the Doha Development Agenda back on track.  

 
Citizens of every country are entitled to reductions in poverty, and they have the right to better 

education and health care.  We can and must achieve the end to hunger, ignorance and disease to which 
humanity has aspired for generations.  For these legitimate expectations to be met, we need to see action. 
The message on aid volume is clear: the outcomes of Monterrey were a good start, on which we must 
deliver, but they are not enough.  We need to increase aid volumes sharply.  The developing world can 
make good use of much higher aid to achieve the MDGs more widely.  

 
There is some good news on ODA: At the UN Conference on Development Finance in 

Monterrey, the EU committed itself to reaching an average ODA/GNI ratio of 0.39 percent by 2006, as a 
first significant step towards the UN target of 0.7 percent translates into an extra € 23 billion in EU aid 
between now and 2006 and an additional € 8 billion every year thereafter.  Already, just one year on, 
budget increases announced by Member States for 2003 mean that the EU is one third of the way towards 
our Monterrey target.  The European Commission is charged with monitoring annually the way we live 
up to these and other commitments – e.g. on aid effectiveness – that the EU has made. 

 
We must not let essential initiatives like debt reduction detract from the increased aid effort. 

HIPC was intended to be additional and we should make sure it is.  The European Commission has taken 
an active role in HIPC and has recently increased its contribution to over €1.6 billion: € 934 million as a 
donor to the multilateral HIPC Trust Fund, and €680 million as a creditor to finance the settlement of its 
own claims.  But the HIPC Initiative will close before long.  We are under pressure to take the next step, 
but new initiatives should be assessed with regard to their impact on the distribution of aid.  This is why I 
have launched a study on the options beyond HIPC, the results of which I expect to share with you early 
next year. 

 
Development finally depends on developing countries’ own actions.  Sound policies and 

improved governance, including reductions in corruption and improvements in human rights, are essential 
for progress.  We have warmly welcomed the NEPAD Initiative, and even more so the launching of the 
AU, as well as other examples of developing countries taking charge of defining and monitoring their 
own agendas. 

 
Governance is the basis for the functioning of any society.  But we need to sharpen our concept of 

governance and define practical ways to build capacity for better administrative governance, and hence 
for better public services.  For this to work, we must seek synergies between all our instruments, as well 
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as building on our political dialogue mechanisms: the aim is not to create a new form of conditionality but 
to find pragmatic answers of helping to improve people’s lives – even and in particular in countries with 
weak policies  and institutions. 

 
Violent conflict is the ultimate failure of governance, and a crucial barrier to reaching the MDGs. 

African Heads of State called on the EU to set up a Peace Support Operations Facility to help the African 
Union take forward its peace and security agenda.  The Commission is working on a proposal, though 
work still needs to be done on issues such as ownership, accountability and ODA eligibility. 

 
But support for “sound” policies must not lead us back into the old ways of conditionality that 

have failed before: the ownership principle – which is central to the PRSP approach – demands that 
sectoral, cross-sectoral and macro-economic policies be developed by the countries themselves, and draw 
in the full range of domestic stakeholders, from all parts of Government and the society beyond.  

 
Monterrey also includes commitments on aid effectiveness.  The papers for this meeting have 

some important messages here.  First, aid needs to be better aligned with national strategies.  In poor 
countries that means with their PRSPs.  We must heed their warning: this alignment – including donors’ 
processes – has been too slow.  

 
Secondly, more support for recurrent costs is required.  Of course this should be within coherent 

nationally-owned policy and resource frameworks.  The right way to provide such support is then through 
budget support wherever possible.  For this, we must get away from old habits of wanting to know where 
“our” dollars or euros went.  Fiduciary concerns are real, but they are collective risks and we need to 
make much faster progress towards joint work on budget support that tackles these fiduciary risks through 
support for financial management improvements.  These will also help to deal with corruption.  The 
Commission is moving firmly in this direction, and is working closely with the World Bank and other 
partners on public financial management. 

 
The staff papers also draw our attention to the important balance between growth and service 

delivery as tasks for government in reducing poverty.  We need both.  I welcome the recognition of the 
importance of infrastructure for both growth and access to social services.  The Commission is a major 
provider of funding for infrastructure, so I am pleased to see this getting its rightful place as a key 
contribution to poverty reduction, alongside health and education spending: they are important 
complements to one another.  I look forward to substantial investment by the World Bank and others in 
essential infrastructure, for example in Water and Energy and other key areas of infrastructure 
development.  

 
Another key to growth can be the reform of state owned enterprises which have been a problem 

in many countries.  Privatization should not be the only solution considered.  I urge decision makers to 
examine all options and to pay attention to the regulatory framework.  It is also important to ensure 
transparency of the process and to put in place effective monitoring mechanisms.  

 
The Development Committee in 2002 called for “regular monitoring and review of the policies, 

actions and outcomes needed to achieve the MDGs”.  For this, we need to have a co-ordinated, credible 
and shared approach.  There is increasing recognition in the donor community that the aid relationship 
needs to shift its attention to results.  There seems to be a risk that we stop at the policies and actions, and 
lose sight of results.  The Commission has already begun to shift away from making demands about 
inputs and policy prescriptions, to a focus on outcomes, and I warmly welcome closer recent 
collaboration with Bank staff, particularly on results-based monitoring.  

 
Second, monitoring progress must include monitoring developed countries’ progress with their 

Monterrey commitments.  I am pleased to see the Bank working on more rigorous systems for this. 
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Thirdly, I also hope that the monitoring of results will keep a careful eye on gender-sensitive 

indicators.  Without these, the admirable rhetoric on gender risks evaporating when we get down to 
implementation. 

 
I would like to finish where I started:  Volume matters.  So does quality.  It is up to us to make 

sure that we provide both. 
 
 

Statement by Lennart Båge, President, International Fund for Agricultural Development (IFAD) 
 

It is an honor to address the Development Committee, held for the first time in this important 
region of the world that has played a lead role in the founding of IFAD.  This session is taking place at an 
important time.  The Millennium Summit commitment to reduce poverty by half by 2015, and the pledge 
for increased assistance made at the Financing for Development Conference together with the renewed 
emphasis on sustainable development made in Johannesburg, creates the basis for a rapid attack on 
poverty and hunger.  

 
Events of the last year have underlined the importance of promoting sustained and sustainable 

development to create conditions in which people have hope and turn their energy into constructive rather 
than destructive channels.  This Committee has a critical responsibility to help the international 
community achieve these goals. 

 
Sound policies and adequate financing are key in this regard.  The starting point to achieve the 

Millennium poverty goal must be the recognition that three quarters of the world’s poor, about 900 
million people, live in rural areas depending on agriculture and related activities for their livelihood.  Yet, 
development assistance for agriculture in the last ten years has fallen by nearly half and now represents 
only about 8 percent of bilateral ODA.  This must be reversed and fortunately over the last year, there 
have been clear indications that developing countries as well as donor countries are recognizing the 
centrality of rural development. 

 
African countries for example in the New Partnership for Africa’s Development (NEPAD) have 

given a central role to accelerating agricultural and rural development.  At the same time there is growing 
recognition that HIV/AIDS in Africa now has more victims in rural areas where chronic poverty, food 
insecurity and vulnerability created the conditions for the rapid transmission of the disease. 

 
Industrialized countries for their part have also raised the priority for agricultural and rural 

development.  At their summit in Evian last year, the G8 recognized the need to put rural development in 
the mainstream of the development agenda, deeming it “necessary to increase productive investment in 
rural and agricultural development to achieve lasting food security.”  They further pledged “to work 
towards reversing the decline of official development assistance to agriculture and increasing trade 
opportunities for developing countries”. 

 
Individual G-8 countries are increasing ODA funding.  Canada, for example, has announced a 

program to enhance ODA for agriculture by five times within the next few years.  Another reflection of 
this new priority for rural development was a selection by the High-Level Segment of the United Nations 
Economic and Social Council last summer of the theme “Promoting an integrated approach to rural 
development in developing countries for poverty eradication and sustainable development”.  In his Report 
to the session, the United Nations Secretary-General called for an integrated approach, including an 
enabling macroeconomic policy environment, reversing the decline of domestic investment and ODA in 
rural development and empowering rural poor to overcome poverty.  

 
Enhancing the voice and participation of developing and transition countries, the second item on 

the Committee’s agenda, is one to which we in IFAD attaches great importance.  But I would take it one 
step further and emphasize enhancing the voice of poor people in decision-making at local and regional 
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levels.  Central to achieving poverty reduction and accelerating rural development is engaging the skills 
and talents of poor producers to raise productivity, incomes and output so that they can work their way 
out of poverty. 

 
IFAD for over a quarter of a century has been working with rural poor groups and their 

organizations with the aim of enabling the poor to overcome poverty.  In its experience in 114 countries, 
supporting poverty programs with a total investment of about  US$ 22 billion, we have learned that the 
poor, especially women, have strong entrepreneurial and other skills and deep knowledge of their local 
conditions.  The poor must be allowed to be the subjects of development rather than be seen as the objects 
of charity.   

 
Markets and exchange play a key role in the lives of the poor both as producers and consumers.  

Unfortunately, the markets they face are often asymmetric and inefficient, where they have to pay high 
prices for inputs and receive low prices for their output. 

 
Leveling the market playing field –locally, nationally, regionally and globally- is among the most 

important things that we can do to establish the conditions in which the rural poor can overcome poverty.  
Even for small remote farmers, what happens in international markets often affects the prices they face.  
Critical in this regards is reducing tariffs on agriculture commodities and eliminating trade-distorting 
subsidies that now total some some US$300 billion a year, nearly six times annual ODA.  Unfortunately 
the Cancun Ministerial Meeting earlier this month ended without any agreement.  Yet it demonstrated, I 
believe, that progress is feasible and we need to do everything we can to ensure that the Doha Round lives 
up to its promise of being a true Development Round.   

 
Agricultural trade reforms will open up important new opportunities for smallholder farmers in 

many poor countries, especially in several Least Developed countries in West Africa.  But to take full 
advantage, there has to be higher investment and policy priority for rural development, applied 
consistently in national strategy frameworks such as PRSPs.  Yet many PRSPs still do not give sufficient 
attention to agriculture and to the needs of the rural sector.  Moreover, despite greater recognition of the 
importance of mainstreaming the use of poverty and social impact analysis (PSIA) in policy choice and 
design, implementation has been so far somewhat limited. 

 
My final comment is on the HIPC Debt Initiative.  IFAD is fully committed to participating in the 

Enhanced HIPC Debt Initiative.  The cost of this participation is currently estimated at about  US$469 
million, with a present value of US$308 million.  IFAD so far has not had access to the core resources of 
the World Bank HIPC Trust Fund.  Bilateral contributions to IFAD for HIPC total about  US$45 million.  
Thus IFAD is internalizing 90 percent of its HIPC burden which will affect its capacity to provide new 
assistance significantly, especially in the coming five years.  IFAD has substantial exposure to heavily 
indebted poor countries covered by the Initiative.  Taking this into account, IFAD should receive 
treatment on its HIPC participation comparable to that accorded, for example, to the African 
Development Bank.  I hope the Development Committee which has a major responsibility for the HIPC 
Debt Initiative will respond in an appropriate way. 
 
 
Statement by Mr. Juan Somavía, Director General of the International Labour Office (ILO) 

 
The collapse of the WTO Ministerial Conference in Cancun represents another challenge for the 

recovery in the global economy, and it reinforces the WEO assessment that the recovery remains “tepid” 
and the balance of risks rests on the downside.  The main cause, however, is economic performance in the 
industrialized countries, especially the continuing stagnation in Japan and weakness in the major 
European economies.  Yet policy sections of the WEO, Chapters II and III, focus exclusively on 
developing countries.  
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This is at odds with what is really required to revive growth in the global economy in order to 

achieve the Millennium Development Goal of halving poverty by 2013 and to accelerate economic 
development in general.  As the report itself acknowledges, current growth rates in sub-Saharan Africa 
and other low-income countries is well below the levels required to achieve the MDGs.   From this 
perspective it is disappointing that there is only passing reference in the WEO to the issue of enhanced 
market access for developing country exports and to the fact that macroeconomic policies in the 
industrialized countries “remain far from supportive of development.” 

 
Instead of addressing this fundamental issue the report focuses on issues that can have only a 

small impact on raising global growth and making it more supportive of development.  The onus is placed 
on East Asian economies to reduce their dependence on the US economy, rely more on domestic demand 
and revalue their currencies.  They are also being asked to reduce their current account surpluses and their 
foreign exchange reserves.  While these are valid issues for discussion they are framed in an unbalanced 
way, especially when there is no recognition of the problems of adjustment, including the social 
dimension, which will invariably be encountered in following these prescriptions.  This is a serious cause 
for concern when we see that these prescriptions coincide with the phobia that currently preoccupies 
protectionists in the industrialized countries. 

 
This unbalanced treatment also extends to the discussion of the impact of G-3 exchange rate 

volatility on developing countries.  The thrust of the argument is that the impact is slight and that, in any 
case, attempts to reduce exchange rate volatility would be futile because the basic problem would re-
emerge in the form of interest rate and output volatility.  This merely sidesteps the key issue of the need 
to improve policy coordination among industrialized countries and to make them more supportive of 
development.  Moreover, as the report acknowledges, while the effect is slight on average, the fact 
remains that it constitutes an important issue for certain developing countries.  Similarly, although it is 
true that developing countries could reduce the impact of G-3 exchange rate volatility through reducing 
trade and finance mismatches, this does not obviate the fact that they would be better off with less 
volatility. 

 
The discussion of public debt in emerging markets does recognize that it is difficult to generalize 

on what constitutes a sustainable level of debt.  It acknowledges that country-specific circumstances are 
important, including the fact that temporary increases in debt may be justified in some cases.  It also notes 
the significant differences between Latin American and Asian countries with respect both to the level of 
public debt and the capacity to apply countervailing measures when debt levels threaten to become 
unsustainable.  Nevertheless, it ends with the basic message that public debt in emerging markets is “too 
high” and should come down from the current average level of 70  percent of GDP to about 25  percent.  
The WEO, however, does not deal adequately with the difficult adjustment issues that are involved.  
There are likely to be serious problems of political and social sustainability in any attempt at a rapid 
reduction of debt levels.  A key policy recommendation to the effect that fiscal rules could be adopted as a 
means of strengthening the credibility of fiscal policy is too cursory to be convincing.  It provides no 
empirical evidence of what the effects will be and ignores the fact that the introduction of such fiscal rules 
(in effect the counterpart of central bank independence) will further aggravate the democratic deficit in 
the process of formulating macroeconomic policies.  The level of public debt and other macroeconomic 
targets are not ends in themselves but only means for achieving wider social objectives.  As such, there 
should be more participatory processes for policy formulation that involves stakeholders rather than a 
further expansion of unaccountable technocratic policy space. 

 
The WEO also includes references to the expected financial and budgetary implications of aging 

populations, particularly in industrialized economies as a result of the projected growth in health care and 
pension costs.  The reference to the April 2003 WEO discussion of labor market institutions (p.22) and 
the call for structural reforms to improve the competitiveness of labor markets in Europe, leads us to 
reiterate our concerns that the more classic IMF argument regarding reform as defined as  “deregulation” 
leading to less generous unemployment insurance, “lower” levels of unionization, and “less” employment 
protection.  Labour market reform should also, however, support poverty reduction goals and contribute 
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to economic growth and financial and social stability.  Such reforms could strengthen the positive impact 
of labour market institutions/policies to promote employment and social protection and to enhance the 
capacity of trade unions and employers’ organizations to participate more effectively in the reform 
process.  ILO welcomes the reference on page 35 to “encouraging closer cooperation between social 
partners” as regards efforts to achieve wage moderation in Hungary.  The social partners also can play a 
significant and constructive role in developing and implementing labor market reforms in many other 
countries.  Such labor market issues provide an opportunity for enhanced dialogue between the IMF and 
ILO. 

 
The World Bank Report on Poverty Reduction Strategy Papers: Progress in Implementation 

identifies extremely important and timely proposals for strengthening the PRSP process.  The ILO is 
especially committed to working with the Bank and the Fund to strengthen the participation and effective 
contribution of trade unions and employers organizations in enhancing social dialogue in support of 
poverty reduction policies.  We agree with the assessment that participation in PRSP formulation has 
tended to be “broad” rather than “deep”—and we are committed to strengthening our collaboration with 
the Bank and Fund to help ensure that participation is more effectively integrated within the PRSP policy 
formulation and implementation process.  In this regard, we also fully concur with the view that the 
macroeconomic framework must be open to public debate and that governments should provide an 
explicit forum for such a dialogue—and this should include participation of the social partners.  

 
The ILO welcomes the outcomes of the High Level Forum on Harmonization and recognizes the 

need to improve aid effectiveness and to scale-up development impact within its own areas of 
competence.  The Note from President Wolfensohn refers to internal Bank reforms in this area and we 
look forward with particular interest to the Bank’s proposed “modernization of environmental and social 
safeguard policies” with a view to having those policies integrated more effectively with macroeconomic 
policies as this would promote a timely and positive contribution to the achievement of the sustainable 
development outcomes in Johannesburg.  

 
President Wolfensohn’s Note also draws attention to the vital role of “pro-poor trade policies”. 

The ILO and its tripartite constituents, especially through the work of the World Commission on the 
Social Dimension of Globalization, are well aware of the employment and social costs and benefits of 
adjusting to trade liberalization and we welcome the proposed initiative by the Bank and Fund to help 
countries deal more effectively with the full range of trade adjustment challenges.  In this regard, the ILO 
is convinced that social dialogue and efficient labor market institutions are a prerequisite for countries to 
take full advantage of enhanced employment benefits from increased trade while also providing adequate 
safeguards for those individual workers who are required to pay directly, as well as through the impacts 
on their local communities, a significant portion of some of the “costs” of such liberalization.  

 
The ILO also takes note of the “Report on Global Monitoring of Policies and Action for 

Achieving the MDGs and Related Outcomes”.  The Report draws attention to the importance of 
increasing policy coherence and refers to the opportunity to build upon the existing key vehicles for 
mandated assessments—IMF Article IV Consultations, DAC peer reviews, and the WTO Trade Reviews.  
The ILO supports such an approach, but is convinced that such policy coherence should not be limited to 
macroeconomic, aid and trade policies, but in line with the Outcomes of the World Summit on 
Sustainable Development in Johannesburg, be extended to include relevant environmental and social 
policies.  

 
The specific points we have made concerning the need for a better balance in the discussion of 

policy issues affecting the global economy springs from a deeper underlying concern.  This relates to the 
serious deficiencies in the current structures and processes for the governance of the global economy 
wherein the developing world has too little voice and influence in shaping the rules and policies affecting 
their interests.   It is imperative to increase efforts to redress this situation.  We encourage the Bank and 
Fund to continue their efforts to make progress in this area. 
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It is significant that the Annual Meetings are taking place in the Arab region for the first time.  

Despite all the daunting problems, some of the countries such as the UAE, are performing well in terms of 
growth and social progress.  But of course these countries could perform much better were it not for the 
conflicts that drain its resources.  We welcome the focus by the Bank on one of the most important 
problems facing each and every country in the region: employment.  The Report “MENA’s Employment 
Challenge in the 21st Century: from Labour Force to Job Creation” provides a good basis for a policy 
agenda for combating unemployment and managing the labor markets.  The ILO has been assisting the 
countries of the region in designing policies and creating institutions that promote employment-intensive 
growth.  This is an area where the multilateral system, working together, can make a difference in 
assisting these countries to realize their ambition of growing at 6 percent in order to absorb the 5-6 
million new entrants to the labor market each year. 
 
 
Statement by Mr. Ahmad Mohamed Ali, President, Islamic Development Bank (IsDB) 
 

The Islamic Development Bank (IsDB) has the pleasure and honor to participate in the 68th 
Meeting of the Development Committee, which will discuss, among others, the importance of sound 
policies with adequate financing, mechanisms for enhancing the voice and participation of developing 
countries and economies in transition in the decision making process related to the provision of 
development assistance, trade and development.  Obviously, these agenda items assume special 
significance for all developing countries, including IsDB member countries, as they are considered at the 
moment when we continue to address the substantive issue of achieving the Millennium Development 
Goals (MDGs) by accelerating progress towards education for all, combating the HIV/AIDS, tropical and 
communicable diseases (such as, Malaria, Tuberculosis, etc.) and improving access to water and 
sanitation.  As expected, the agenda of our meeting also cover other equally important issues, which 
require further discussion, including the progress made in supporting the enhanced HIPC Debt Initiative 
and in harmonizing operational policies and procedures. 
 

As our member countries are expecting fruitful debate and suitable decisions from this epic 
development forum, the IsDB would like to briefly offer its view on recent economic performance and 
trends in the transfer of resources and comment on each item on the agenda, highlighting its current 
position and identifying areas for further cooperation and partnership. 
 
Recent Economic Performance and Trends in Resource Flows 
 

To begin with, IsDB member countries, like other developing countries, have benefited from the 
recovery experienced by the world economy in 2002.  The global GDP growth recovered from 2.3  
percent in 2001 to 3.0  percent in 2002.  With this economic recovery and a turnaround in high-tech 
markets in industrial countries, world trade in goods and services increased in volume terms by 2.1  
percent in 2002, also recovering from a negative rate of growth in 2001. 
 

Concomitant with the world economy, the real GDP growth rate of IsDB member countries as a 
group increased from 3.2  percent in 2001 to 3.9  percent in 2002.  However, although the overall 
economic performance of member countries in terms of GDP growth rate was higher than the growth rate 
of the world as a whole, it remained below the growth rate of developing countries.  The real GDP growth 
rate for the developing countries as a group increased from 3.9  percent in 2001 to 4.2  percent in 2002.  
While this recovery was driven by external demand, its sustainability would depend on the prospects for 
continuity of a global recovery, particularly for the IsDB member countries.       
 

Given the continued reliance of the developing countries on external resource flows to achieve 
accelerating growth and reduced poverty, the decrease in net long -term resource flows to these countries 
continues to be an issue of concern.  Net private capital inflows to developing countries in 2002 fell form 
the previous year levels.  Net foreign direct investment to developing countries declined by nearly US$30 
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billion.  Net debt flows to developing countries were even negative.  Although net FDI flows varied 
considerably across geographical regions, the decline was centered in Latin America.   
 

Net resource flows to IsDB member countries increased from US$25 billion in 2000 to US$27 
billion in 2001.  Nearly half of these capital flows in 2001 went to few IsDB member countries.  There 
are, however, serious concerns about the steep decline in FDI flows to the IsDB member countries over 
the past several years.  In fact, the share of the IsDB member countries in the total FDI inflows to the 
developing countries decreased from around 22 percent in early 1990s to 12 percent in 1994 and about 7 
percent in 2001.  Only a small number of the IsDB member countries are active recipient of FDI inflows.  
In 2001, four countries, namely Algeria (US$1.2 billion), Kazakhstan (US$2.8 billion), Morocco (US$2.7 
billion), and Turkey (US$3.3 billion) were the main beneficiaries of FDI. 
 

Another point of serious concern for the IsDB is the drop of official development finance (ODF) 
to member countries has declined for the third consecutive year  from US$38 billion in 2000 to US$36 
billion in 2001.  As a share of aggregate resource flows to IsDB member countries they declined 
drastically from an average of 87 percent in 1990 to 61 percent in 2001.  The IsDB understands that the 
concessional flows may have been restricted, especially in the Sub-Saharan African countries where aid 
remains crucial, on account of delays that have occurred in implementing reforms.  Nevertheless, the 
ODF flows should urgently reach the UN target of 0.7 percent of donors’ GNP.  
 

The causes of the imbalance in these flows need to be thoroughly studied, and urgent measures 
need to be taken at different levels and by all stakeholders to promote the flows of such resources to a 
larger number of developing countries, including the great majority of the IsDB member countries.  
 

Given the vital importance of the transfer of adequate resources to its member countries and the 
various difficulties encountered in securing sufficient amounts through its traditional sources, the IsDB 
recently launched tradable bonds compatible to the principles of Islamic Shariah (called Sukuk) which has 
enabled IsDB to mobilize US$400 million from the market.  This would enable the Bank to further 
enhance its financing for development projects in member countries.  The Bank is also continuing its 
financing policy towards the Least Development Member Countries (LDMCs) by providing interest free 
loans and other concessional financing.19  This will be in line with its commitment to support appropriate 
development strategies in its member countries in order to help them achieve the Millennium 
Development Goals, particularly the target of reducing the poverty by half by 2015. 
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

The importance of sound policies in achieving national economic goals and enhancing 
effectiveness of development assistance can hardly be over emphasized.  It is well-established that foreign 
aid has been successful in reducing poverty in countries with effective economic management and robust 
government institutions. Sound policies and institutions that closely correlate with economic growth and 
poverty reduction include: open trade, secure private property rights, absence of corruption, respect for 
the rule of law, social safety nets, and sound macroeconomic and financial policies.   
 

The IsDB believes that increasing financial assistance to poor countries with sound policies and 
good institutions is likely to lead to the improvement of standard of living of millions of the poorest 
people in the world.  Accordingly, the Bank in its financing strategies gives high priority to strengthening 
institutions through capacity building.  The IsDB also supports the global efforts to promote private sector 
development and market reforms which could contribute to improving policy environment in member 
countries.  The success of the IsDB modes of financing also crucially depends on sound policies and 

 
19 The LDMCs include 23 IsDB member countries, namely Afghanistan, Bangladesh, Benin, Burkina Faso, Chad, Comoros, 

Djibouti, The Gambia, Guinea, Guinea-Bissau, Maldives, Mali, Mauritania, Mozambique, Niger, Senegal, Sierra Leone, 
Somalia, Sudan, Togo, Uganda and Yemen. As a special case, the State of Palestine is also treated as an LDMC by the IsDB. 
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procedures.  The Bank therefore fully endorses the efforts at the multilateral level to further improve 
soundness of policies for enhancing the aid effectiveness. 
 
Enhancing the Voice and Participation of Developing and Transition Countries 
 

The second major item on our agenda does not really need very detailed comment from our part. 
It is obvious that better cooperation between the World Bank and IMF is essential for broadening and 
enhancing the participation of developing and transition countries in their decision- making process.  This 
enhanced participation is consistent with the current efforts for improving development assistance 
effectiveness. 
 

While the IsDB is confident of the capacity of the Bretton Woods institutions to adopt the 
necessary changes in order to strengthen the participation of their developing and transition countries, 
joint efforts are necessary to overcome differences between these institutions and other multilateral 
development banks and financial institutions. 
 

In fact, the IsDB does not really face internally this kind of issue since its membership is 
composed exclusively of developing countries and countries with economies in transition. 
 

Unlike some other regional development banks, there are no developed countries as non-regional 
members in the IsDB.  However, some of the issues raised under this subject are also relevant to the IsDB 
Group.  These include mainly the voting structure and strength, the capacity for owning programs and 
projects financed, the level of decentralization, the degree of transparency, the diversity of staffing, etc. 
 

Like Bretton Wood institutions and other multilateral development institutions, the voting 
structure in IsDB is dependent on the number of shares subscribed.  However, the tradition to rely more 
on consensus rather than on majority has facilitated the participation of all IsDB member countries in the 
process of decision- making both at the level of the Board of Governors and Board of Executive 
Directors.  In addition, the increase in the number of Executive Directors, the establishment of regional 
offices and the diversity in staffing have improved the participation of LDMCs and member countries in 
transition from Eastern Europe and Central Asia in the activities of the IsDB Group. 
 

On the other hand, this subject is relevant to the IsDB as far as the relation of its member 
countries with major international institutions is concerned.  The IsDB is fully aware of the concerns 
expressed by developing countries about the weaknesses of their voice in various forums as well as the 
solutions that they have already suggested in view of improving their participation in the global process of 
decision- making.  In this regard, the IsDB has already responded at its level by putting in place various 
programs aimed at enhancing the voice and participation of its member countries in designing the new 
economic, financial and trade order.  For instance, the IsDB continues to assist its member countries in 
general and the LDMCs in particular, in strengthening their negotiation skills and institutional capacities 
in order to successfully face challenging negotiations with their partners from developed countries under 
WTO.  
 

Within the framework of its WTO-related technical assistance program, the IsDB has helped its 
member countries in coordinating their positions on major issues put before WTO Ministerial 
Conferences.  In particular, it has organized several consultative meetings of OIC member countries in 
order to provide a forum for the exchange of views on agenda items of these conferences. 
 

The IsDB welcomes the efforts of Bretton Wood institutions in enhancing the voice and 
participation of developing and transition economies in their decision-making process and suggests that 
these efforts should be extended to cover other leading multilateral financial institutions as well as major 
international organization such as WTO.  Accordingly, we stand ready to learn from the experience of 
Bretton Wood institutions and other organizations in this important area for our member countries.  
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Progress on Trade 
 

Regarding trade and development, the IsDB broadly endorses the objectives and approach of the 
multilateral development financing institutions and the World Bank.  Helping developing countries to use 
the multilateral system to expand trade, making greater use of the regional free trade arrangements, and 
supporting trade related reforms at the national level are highly desirable objectives to enable these 
countries to take advantage of new trade opportunities.  Similarly, strengthening trade-related capacity 
building in the least developed countries (LDCs), and provision of greater market access by developed 
countries would certainly assist them in their global integration and poverty reduction efforts.  Therefore, 
the IsDB welcomes this emphasis on issues related to trade and development and increased commitment 
to support LDCs.  
 

However, the IsDB believes that having greater market access to the developed countries is a 
matter which interests all developing countries and should not be confined to LDCs only.  Hence some of 
the instruments identified in the World Bank document would be equally helpful to 5 other middle-
income developing countries.  Similarly, most developing countries are facing serious problems of 
preparing themselves for implications of globalization on their economies.  
 

A major challenge for developing countries is to bring about necessary changes in their output 
and trade structures in order to meet enhanced competition emanating from trade liberalization.  Their 
capacity to deal with the multilateral trade disputes is still very low.  Therefore, there is a need to 
recognize problems related to the implementation of multilateral trade system and to provide adequate 
assistance to the developing countries to face the challenge of new trade regimes.  The multilateral 
development financing institutions would be required to play more active role in mitigating some of the 
these challenges; thus, enabling developing countries to benefit from the emerging global trade 
opportunities.   Similarly, there is need to strongly support the developing countries' stand on agricultural 
subsidies by the rich industrial countries.   The true test of the new global trade regime would crucially 
depend on bringing down such subsidies and provide genuine market access in this area to the developing 
countries. 
 

For its part, the IsDB has always given a high priority in its assistance to the issue of promoting 
trade and realizing its beneficial impact on economic development in its member countries.  At the 
regional level, the IsDB is currently implementing a multi-faceted 3-year trade promotion program 
designed to achieve an increase in intra-trade among its member countries by 3 percent.  At the global 
level, the IsDB embarked upon an extensive program to upgrade institutional and human resources of its 
member countries so as to enable them to effectively participate in the multilateral trading system.  Its 
WTO-related technical assistance program covers two sets of activities: (i) those related to preparing 
member countries for coordinating their positions on major issues in the context of the WTO Ministerial 
Conferences as well as the related multilateral trade negotiations; and (ii) other technical assistance 
activities aimed primarily at national capacity building.  IsDB’s Technical Assistance Program is being 
implemented in close cooperation with WTO and UNCTAD. 
 

Furthermore, the IsDB has endeavored through its trade financing operations to increase trade in 
manufactured goods of its member countries in order to limit their vulnerability to commodity price 
shocks and also to improve their terms of trade.  In this regard, the IsDB reiterate its support to the call of 
the UNCTAD X to formulate international competition policy in order to increase market efficiency and 
improve prospects of market access of relatively small producers of manufactured goods in international 
trade.  In addition, the IsDB supports the emphasis on removing anti-development bias in trade in services 
and the instruments envisioned by the World Bank on promoting trade in services. 
 
Monitoring Policies and Actions Needed to MDGs 
 

Although the IsDB has not been directly involved in the elaboration of the conceptual framework 
for the monitoring of the essential policies and actions for achieving the MDGs and for assessing the 
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status of their implementation by developing and developed countries, it agrees with the general approach 
and shares the idea of instituting a regular reporting mechanism to the Development Committee.  In 
reality, the priorities for action highlighted by the Bretton Wood institutions in the proposed framework 
are already subject to a general consensus.  No doubt, better progress on achieving the MDGs may be 
made possible if priority is given to accelerate economic growth, enhance the capabilities of poor to 
participate in growth, improve the environment for private sector by strengthening the rule of law and 
infrastructure, improve the quality of governance and the capacity of public sector, increase the 
effectiveness of the delivery of services to poor people, provide better market access to developing 
countries, and improve aid effectiveness. 
 

While the IsDB is confident that adequate solutions will be found for resolving the technical 
issues related to the development of a monitoring and reporting framework for tracking implementation of 
agreed policies and strategies, it expresses its desire to be associated with this process along with all 
concerned stakeholders.  In this context, we fully agree with the idea to give the leadership for monitoring 
work in a specific area on the basis of institutional comparative advantage and expertise.  As one of the 
partner agencies, the IsDB stands ready to contribute in impact analysis of its developmental assistance 
towards achieving MDG targets within its available financial and human resources.  Among others, the 
IsDB may participate in enhancing the statistical capacity building of its least developed member 
countries (LDMCs) through its technical and cooperation programs. 
 

In this context, the IsDB Group will also continue to distill and learn from the experience of 
Bretton Wood Institutions and other multilateral institutions in monitoring policies, actions and outcomes 
related to the achievement of MDGs.  Obviously, learning from this experience is very useful for the 
IsDB, which is currently in the process of finalizing a new vision, mission and strategic framework and 
exploring ways and means for increasing the developmental impact of its technical and financial 
assistance. 
 
IsDB's Participation in the Original and Enhanced HIPC Debt Initiative 
 

The IsDB has, at the outset, supported the HIPC Debt Initiative and is fully committed to its 
broad objectives.  To date, 14 member countries have qualified to receive debt relief under the original 
and enhanced HIPC initiative.  Five other IsDB member countries are still under consideration to receive 
debt relief under the enhanced debt initiative.  The cost of the initiative to IsDB for its fourteen eligible 
member countries is expected to be around US$136 million in net present value (NPV) terms. 
 

The IsDB Board of Executive Directors has so far specifically approved the participation of the 
Bank in the debt relief packages for 12 countries.  The implementation of debt relief packages have 
already started for Benin, Burkina Faso Mauritania, Niger and Uganda, with the other approved countries 
to follow in the immediate future. 
 

 IsDB provides debt relief starting from the decision point date or on reaching the completion 
point date at the request of the member country.  The implementation at the decision point date is 
designed to provide interim debt relief.  The interim debt relief is expected to contribute to the country’s 
efforts in putting in place the measures and reforms set out in its Poverty Reduction Strategy Paper 
(PRSP) and assisting the country in meeting the conditions for attaining the completion point.  
 

However, there are challenges in implementing the enhanced HIPC initiative to achieve its 
objectives and purpose as many HIPCs in the interim period are taking longer than anticipated duration to 
reach the completion point.  The outlook of many HIPCs has deteriorated as a result of the global 
economic downturn and the fall in commodity prices.  
 

IsDB is strongly committed to the objectives and successful implementation of the enhanced 
HIPC Debt Initiative.  IsDB will deliver in full its share of debt relief to its member countries via 
rescheduling of debts and/or concessional loans with the front-loading of debt relief resulting in  
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substantial reduction in debt servicing.  The provision of additional concessional loans will be linked to 
programs identified in the Poverty Reduction Strategy Paper. 
 

IsDB remains confident that all participating creditors and donor countries will fulfill their 
obligations towards the enhanced HIPC initiative, which will assist the heavily indebted countries in 
reducing poverty and achieving economic growth and social development. 
 

In sum, although all the items in the Agenda do not address issues specifically related to the 
IsDB, they cover crucial areas of cooperation among all development partners.  We, therefore, hope that 
the deliberations of the 68th Development Committee Meeting will contribute to improving policy 
environment for increasing the development assistance and its effectiveness as well as reducing poverty 
and achieving the Millennium Development Goals (MDGs).  The IsDB would particularly look forward 
to the deliberation on trade and development as well as enhancing the voice and participation of 
developing and transition countries in the multilateral decision making on global development issues. 
 
 
Statement by Mr. Richard Manning, Chairman, OECD Development Assistance Committee 
(DAC) 
 
Aid Volume 
 
 DAC Members have started to deliver on their Monterrey commitments to increase aid volume. 
They increased their ODA by 4.9 percent in real terms from 2001 to 2002, providing some US$57 billion, 
equivalent to 0.23 percent of their combined GNI.  Based on the latest information from Members, the 
DAC Secretariat estimates that ODA would rise by a further 31 percent in real terms by 2006, taking total 
ODA to some US$75 billion and the ODA/GNI ratio to 0.28 percent.  The commitments by each DAC 
Member are shown in Table 1 below.  Fully delivering on these commitments will be a challenge for 
many Members, particularly given recent increases in budget deficits.  Some of the ODA increase in 2002 
was for current emergencies, additional to the Monterrey commitments.  It is to be hoped that further 
resources for these emergencies will also be additional, so that the extra US$20 billion in ODA following 
Monterrey can be focused on the longer-term achievement of the MDGs. 
 
Trends in Aid Allocation 
 

The climate for delivering effective aid has improved in two fundamental ways in recent years.  
First, the ending of Cold War tensions has reduced the pressure to continue aid for solely political 
reasons.  This has enabled donors to focus more sharply on aid effectiveness in their policy dialogue with 
recipients.  Second, donors have clarified their thinking about the purpose of aid, and many have made 
poverty reduction the clear central goal of their aid efforts. 
 
 On the other hand, new challenges have emerged.  There has been an upsurge in complex 
humanitarian emergencies – Somalia, Rwanda and the former Yugoslavia in the first half of the 1990s; 
and more recently Afghanistan and Iraq.  These emergencies have diverted scarce aid resources away 
from development activities towards immediate relief needs.  Moreover, the number of aid recipients 
increased in the 1990s while fiscal pressures were leading to cuts in the total resources allocated for aid. 

 Aid allocation trends reflect both the new opportunities and the new pressures.  Work in progress 
in the DAC highlights general trends and some specific points: 



 120
Table 1.  DAC Members ODA prospects after Monterrey: Latest projections 

(US $m) Percent
Austria 475 0.23% 0.33% 2006 722 0.33% 248 52%
Belgium 2 1,061 0.42% 0.7% 2010 1,479 0.54% 418 39%
Denmark 1,632 0.96% >0.7% n.a. 1,568 0.85% -63 -4%
Finland 2 466 0.35% 0.44% 2007 600 0.42% 134 29%
France 2 5,182 0.36% 0.5% (0.7% by 2012) 2007 7,229 0.47% 2,046 39%
Germany 5,359 0.27% 0.33% 2006 7,066 0.33% 1,708 32%
Greece 295 0.22% 0.33% 2006 476 0.33% 181 61%
Ireland 2 397 0.41% 0.7% 2007 665 0.63% 268 68%
Italy 2,313 0.20% 0.33% 2006 4,195 0.33% 1,882 81%
Luxembourg 143 0.78% 1% 2005 198 1.00% 55 38%
Netherlands 3,377 0.82% 0.8% Already 3,566 0.80% 189 6%
Portugal 282 0.24% 0.33% 2006 420 0.33% 137 49%
Spain 1,608 0.25% 0.33% 2006 2,328 0.33% 720 45%
Sweden 1,754 0.74% 1% 2006 2,582 1.00% 828 47%
United Kingdom 4,749 0.30% 0.4% 2005-06 6,888 0.40% 2,139 45%
EU Members, Total 29,093 0.34% 0.39% 2006 39,984 0.43% 10,891 37%
Australia 3 962 0.25% 0.26% in 2003-04 1,089 0.26% 126 13%
Canada 2,013 0.28% 8% annual increase to 2010 2,739 0.34% 726 36%
Japan 9,220 0.23% 1998-2002 av. Level ($10.5 bn) in 2006 10,500 0.26% 1,280 14%
New Zealand 124 0.23% 134 0.23% 10 8%
Norway 1,746 0.91% 1% 2005 2,081 1.00% 334 19%
Switzerland 2 933 0.32% 0.4% 2010 1,128 0.36% 195 21%
United States 4 12,900 0.12% Increase by $7 bn from 2001 2006 17,026 0.15% 4,126 32%
DAC Members, Total 56,991 0.23% 74,680 0.28% 17,689 31%

1 Assumes average real growth in GNI of 2% p.a. [3% for Canada and zero for Japan] from 2002 to 2006.
2 ODA/GNI ratio for 2006 interpolated between 2002 and year target scheduled to be attained.

Future level is under review

Simulation of ODA prospects for 2006 

3 Estimated ODA/GNI 0.26%in 2003/04.  As aid volume determined in annual budgets,
  assumes same ratio in forward years.
4 Assumes, for 2006, additional $5 bn from the Millennium Challenge Account and $2 bn from the Emergency
  Plan for AIDS Relief, and 2% p.a. inflation in the USA to deflate from 2006 to 2002 prices.

Real change in ODA in 
2006 compared with 

2002 (at 2002 prices and 
exchange rates) 1

Country

Net ODA 
in 2002 
(US $m)

ODA/GNI 
in 2002

 Commitment/ Announcement/ 
Assumption

Year to be 
attained 

Net ODA in 
2006 (in 

millions of 
2002 US $)

ODA/GNI 
in 2006

 
 
 
 

General trends in DAC members’ aid allocations 
 
Important trends over the past decade, which will be more fully analysed in this year’s 

Development Co-operation Report include: 

• A shift towards more aid to the social sectors, including basic social services and towards 
improved governance and institutions. 

• In parallel, a decrease in aid to the industry and energy sectors, following the restrictions on aid to 
commercially viable projects in the Helsinki package in 1992, and also to agriculture. 

• A trend towards grant-only programmes among bilateral donors, and within grants, a tendency for 
reduced project and programme aid, while technical co-operation has been maintained or 
increased. 

• Virtual stability of the share of multilateral aid20 in total aid flows (about 30 percent) but 
important changes within the total. 

                                                 
20 Including European Commission programs. 
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 Allocation based on performance 
 

In the wake of Assessing Aid (Dollar and Pritchett, 1998), there is a wide measure of agreement 
that, for countries with sound economic policies and good governance, aid can accelerate sustainable 
broad-based growth. 
 

As a result, there is an increasing tendency among DAC members to employ selection criteria or 
guidelines for aid allocation that include factors such as governments’ respect for human rights and 
commitment to good policies and good governance.  This is seen most clearly in the United States’ 
Millennium Challenge Account, but is also reflected in more stringent assessment by many other donors 
of the policy environment for their aid inputs. 
 

Important questions remain about how to approach difficult aid partnerships, e.g. for low income 
countries under stress.  Experience shows that donors can play an important role by staying in these 
countries to continue policy dialogue and work with different stakeholders. 

 
 Concentration vs. dispersion of aid 
 

While donors are showing greater selectivity in relation to the policy environment for aid, there is 
also a tendency towards greater dispersion of ODA.  Figure 1 shows that the share of the top 15 aid 
recipients has fallen over the past 20 years from 55 percent to 48 percent, and the trend towards 
deconcentration is even more marked at the level of individual DAC members (since the top recipients at 
aggregate level may make up for some declines from their main donors by increases from new or minor 
donors)21. 

 
At the same time, a number of donors have introduced policies aimed at concentrating ODA on a 

limited number of countries, even though the effects are not yet evident at aggregate level.  Potential 
advantages include reduced fixed costs, developing a knowledge base about the local context, increased 
influence in policy dialogue, and reduced administrative burden for the recipients. 
 

 

Figure 1.  Share of DAC members’ total gross bilateral ODA to the 15 top recipients 
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Note: Excludes amounts unallocated by recipient 

                                                 
21 Technical factors related to the DAC List of Aid Recipients also play a role. A few major recipients that  have left 

the ODA part of the List (especially Israel), whereas countries that have joined it (successor states of the former 
Yugoslavia, central Asian and Transcaucasian republics of the former Soviet Union, Eritrea, East Timor) are 
minor to medium recipients.  Both trends tend to reduce the share of total ODA accounted for by the largest 
recipients. 
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Aid Effectiveness 
 

In the wake of the Rome High-Level Forum in February 2003, the political momentum for 
harmonisation and alignment has been sustained.  ‘Ownership’ of the agenda by bilateral and multilateral 
agencies has broadened and now includes explicit recognition that it covers alignment with partner 
countries’ development priorities, systems and procedures.  In line with the Rome agenda, the focus now 
is shifting to implementation and concrete action on the ground.  The donor community is firmly 
committed to apply the DAC Good Practices on Harmonising Donor Practices for Effective Aid Delivery 
which were endorsed, first by Heads of Aid Agencies and Ministers of Development Co-operation in 
December 2002, and then by the donor community at large at the Rome Forum. 

 
To facilitate, support, and monitor progress on harmonisation and alignment, the OECD/ DAC 

created the Working Party on Aid Effectiveness and Donor Practices (WP-EFF) in May 2003, with 
broader multilateral participation, involvement of partner countries and an expanded mandate.  The 
mandate of the new Working Party also extends to public financial management; aid untying; 
procurement and capacity-building; and management for results. 

Work on harmonization and alignment undertaken by a WP-EFF Task Team is being co-led 
by an OECD-member country and the World Bank as a multilateral donor.  It is engaged in 
facilitating the design and implementation of donor and country-based Action Plans, and in 
monitoring progress through peer reviews, joint country assessment and individual self-
reporting.  Work on a framework of indicators to track progress towards the Rome 
commitments is well underway.  A major challenge will be to encourage progress at the 
country level and, as necessary, to help resolve emerging implementation constraints and 
bottlenecks.  The Working Party will report on progress on harmonization and alignment to 
the OECD's Senior Level Meeting in late 2004, and to the next High-Level Forum on 
Harmonization in 2005, which France has offered to host. 

Public financial management.   In common with other areas discussed in Rome, there is a need 
to monitor progress with the commitments made in financial management.  The two DAC 
Good Practice Papers on Measuring Performance in Public Financial Management and on 
Financial Reporting and Auditing largely focus on diagnostic reports.  There is not yet in place 
an accepted set of performance measurement indicators to track progress over time.  DAC 
members will discuss ways to support such a framework under the leadership of the World 
Bank where there is considerable interest in this work, in association with the IMF, the 
Regional Development Banks and the Public Expenditure and Financial Accountability 
(PEFA) program.  Members are also expected to concentrate on two priority issues: the 
predictability of external resources and the integration of donor activities in the budget of 
partner countries.  Work on the preparation of an accounting standard for development 
assistance will continue with the MDBs and the Public Sector Committee of the International 
Federation of Accountants (IFAC-PSC). 

Aid untying.   Members have taken action to implement the DAC Recommendation to untie 
most forms of ODA, other than food aid and free-standing technical assistance, to the LDCs. 
Their performance is regularly monitored against agreed statistical indicators and their tying 
policies and practices are reviewed through the peer process and reported in annual 
implementation reports to DAC High Level Meetings.  The 2003 DAC High Level Meeting 
has requested the Committee to explore the scope for broadening the application of the 
Recommendation over time. 

Procurement.  Strengthening partner country responsibility for conducting aid-related 
procurement and promoting local and regional procurement in partner countries are important 
objectives of the Recommendation.  The DAC and the World Bank have initiated a joint 
Procurement Roundtable in January 2003 which has become an ongoing network with the 
objectives of addressing key capacity development needs and building procurement systems in 
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developing countries around which donors can harmonize their procedures.  The Roundtable 
format is being used to bring in developing countries from the outset to promote partnership 
approaches. 

Managing and measuring for results.   Building on the international collaboration begun at the 
June 2002 Washington Roundtable I on Measuring, Managing and Monitoring for Results, a 
group of interested DAC members is currently trying to identify the scope of work. 
Participants in the World Bank “global monitoring” workshop held in Washington last June 
have expressed interest in being associated with this work suggesting that the outcome could 
be turned into a draft position paper to be presented to the Roundtable on Results provisionally 
planned for February 2004.  The purpose would be to reach a common understanding on good 
practice principles for measuring results. 

Policy Coherence 

 Achieving the MDGs within the time envisaged is not only dependent on the efforts of developing 
countries themselves and on the effectiveness donor support, but requires coherent policies of developed 
countries in all policy areas that directly and indirectly affect opportunities for sustainable economic 
growth in developing countries. 

Over the years, DAC Members have paid increased attention to policy coherence in their 
activities.  For instance, when endorsing the DAC Guidelines on Poverty Reduction in 2001, they agreed 
to elevate policy coherence for poverty reduction as a general concern in government policies and to 
develop the means necessary for promoting it across the whole of government.  Recent DAC peer reviews 
have focused specifically on the institutional mechanisms that donors are using to tackle policy coherence 
issues. 

To address policy coherence issues, the annual OECD ministerial meeting in 2002 issued a 
statement on “Action for a shared Development Agenda”, which called upon the OECD to “enhance 
understanding of the development dimensions of member country policies and their impacts on 
developing countries. Analysis should consider trade-offs and potential synergies across such areas as 
trade, investment, agriculture, health, education, the environment and development co-operation, to 
encourage greater policy coherence in support of the internationally agreed development goals”. 

In response to this mandate, the OECD has launched a horizontal project on policy coherence for 
development.  Its main task is to facilitate and support efforts of OECD countries to encourage systematic 
promotion of mutually reinforcing policy actions across government departments and agencies creating 
synergies towards achieving the MDGs.22 

 
A recent OECD Policy Brief, “Policy Coherence: Vital for Global Development” highlights the 

types of issues at stake and identifies the potential for seeking greater coherence between official 
development assistance and other policies.  These include, inter alia, such issues as agriculture, trade 
policies, investment, knowledge transfer, migration and global resources. 

Mutual reviews of development effectiveness among development partners 

Finally, reaching the Millennium Development Goals will call for efforts to build and sustain 
meaningful development partnerships.  In the spirit of the Monterrey Consensus, efforts are currently 
underway to develop a mechanism to facilitate constructive, ongoing dialogue between African leaders 
and policy makers and their OECD counterparts on development progress in Africa as a shared 
responsibility of developing and developed countries.  A proposal for biennial “Mutual Reviews of 
Development Effectiveness” is under discussion both in NEPAD and UNECA and in the DAC and 

 
22  See the OECD website on policy coherence for development: 

http://olisnet2.oecd.org/COMNET/SGE/coherence.nsf/viewHtml/index/$FILE/home.html 

http://olisnet2.oecd.org/COMNET/SGE/coherence.nsf/viewHtml/index/$FILE/home.html
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OECD.  The reviews would monitor performance and identify good practice among African countries as 
regards political governance, economic governance and capacity-building and among OECD countries as 
regards ODA supply, aid effectiveness including capacity-building, and policy coherence. 

 
Statement by Mr. Y. Seyyid Abdulai, Director-General of the OPEC Fund 
 

The second item featuring on the agenda of this 68th Development Committee Meeting - enhancing 
the voice and participation of developing and transition countries – was first discussed by the Development 
Committee at its 67th Meeting, which officially launched the debate on means to enhance the voice and 
participation of developing and transition countries in the work and decision-making of the Bretton Woods 
Institutions (BWIs).    

 
By again placing this issue on its agenda, the Development Committee signals the need for further 

progress in this area as part of ongoing efforts to implement the strategies and actions agreed at the Financing 
for Development (FfD) Conference, Monterrey, Mexico, March 2002.   The Conference particularly called 
upon the BWIs to enhance the participation of developing countries in the decision-making processes and 
procedures of their managing bodies, which could strengthen the legitimacy and effectiveness of these 
institutions in addressing the needs and concerns of their beneficiary countries.  

 
The 67th Development Committee Meeting took the first steps on the road towards realizing this 

important objective.  The Committee welcomed the decisions by the BWI Executive Boards to strengthen the 
capacity of all its members to articulate their views and concerns, and encouraged donors to create a financing 
mechanism that could support independent research and advice in key policy areas.  The Committee also 
asked the BWI Executive Boards to consider and elaborate upon realistic options to re-distribute quotas and 
strengthen the governance of the International Monetary Fund (IMF). 

 
These initiatives are commendable moves in the right direction.  The challenge facing this 68th 

Development Committee is to seize the momentum and make further headway towards more participatory 
governance in the BWIs by spurring progress in the above areas, and by initiating reform in a number of 
related domains as outlined in my statement to the 67th Development Committee.  

 
Regarding the issue of basic votes, the time has genuinely come to adjust the distribution of quotas, 

which determine access to financing and voting rights in the BWIs, as to properly reflect changes in the global 
economy.  Despite a significant increase in their relative weight in the world economy over the past fifty 
years, the ability of developing countries to influence decision-making in the BWIs remains limited: the 
developed nations together hold more than 60 percent of the voting strength, while a single country has the 
power to veto important decisions.  The collective voting power of the South would need to be significantly 
increased beyond the 43-44 percent currently proposed if balance is to be restored to the international debate.   
Particular attention should be paid to reflecting upon and elaborating options to strengthen the capacity of the 
least developed countries (LDCs) – many of which have small quotas or capital shares - to influence decisions 
of the BWI Executive Boards.   

 
In addition, measures would need to be taken to ensure a more adequate representation of 

particularly LDCs on the BWI Executive Boards - e.g. by increasing the Boards’ sizes – and to providing 
concomitant resources for staffing, training, and technical support.  Means could also be explored to facilitate 
the transfer of technical assistance and know-how within multi-country constituencies. 

 
Many countries of the South have detected a need for greater voice and participation in setting the 

agenda and the norms that prevail in BWIs, which they tend to perceive as predominantly shaped after Anglo-
Saxon models that may not readily apply to local conditions.  Calls have been made in this respect for a stronger 
relationship with the United Nations, where each nation has one vote, as well as the establishment of an 
Economic Security Council.  Developing countries have also voiced requests for more participation in the 



 125
appointment of BWI top-officials, as well as greater public disclosure and dissemination of information as to 
enhance the transparency, accountability, and responsiveness of BWIs vis-à-vis their stakeholders. 

 
Discussions in the Development Committee have hitherto focused on enhancing the voice and 

participation of developing and transition countries in BWIs.  However, there is a similar need to enhance the 
voice and participation of developing countries in the deliberations and decision-making bodies of the 
International Development Association, the International Monetary and Financial Committee, and the 
Development Committee itself, as well as other major international financing institutions (IFIs) such as the 
Bank for International Settlements, the Group of Twenty, and the Financial Stability Forum.  

 
Enhancing the voice and participation of developing countries in global decision making and norm-

setting of IFIs is a necessary and unavoidable development in the evolution towards more participatory, 
legitimate, and effective forms of global governance.   

 
Nevertheless, there are signs that progress is hindered by a lack of interest on the part of some 

industrialized nations, which maintain that voting power in the BWIs should reflect the economic and 
financial position of their shareholders in the world economy, and that there is no need to change current 
arrangements beyond increasing administrative and research support for poorer countries' representatives.  

 
Efforts to dismiss calls for more participatory governance in BWIs are likely to frustrate poorer 

countries, and to fuel criticism of the predominance of a Northern bias in the representation, distribution of 
voting power, and influence exercised in the norm-and agenda-setting and policy choices of BWIs.  This 
could damage the legitimacy of BWIs, whose credibility and effectiveness in helping their beneficiary 
countries and clients – the majority of which are from the South - meet the poverty alleviation and related 
millennium development goals cannot be strengthened unless poorer countries gain more power within their 
managing bodies, as called for by the international community in Monterrey.    

 
By contrast, early recognition of the need to cede more participation to developing countries on the 

part of major industrialized nations could smooth an otherwise bumpy and long winding road by enriching 
dialogue and co-operation among shareholders in formulating the development policies of BWIs, which could 
fortify their constituency base and enhance country ownership and commitment to their activities.  In an era 
of rapid globalization and rising threats to international security, the interests of major industrialized nations 
are ultimately best served by legitimate, democratic and well functioning institutions for global governance 
that can cater to the needs and concerns of the South as much as to those of the North, and that can contribute 
to the establishment of a more inclusive, equitable and peaceful world order.  

 
 
Statement by Mr. Jose Antonio Ocampo, Under-Secretary-General, Department of Economic 
and Social Affairs (United Nations) 
 
Financial Flows to Developing Countries and Economies in Transition 
 

The net transfer of financial resources to developing countries turned negative in the second half 
of the 1990s as capital outflows, profit repatriations, debt amortization and interest payments exceeded 
foreign direct investment, new credit and other capital inflows.  The negative transfer, calculated on the 
basis of IMF data, reached $192 billion in 2002 and no significant improvement is expected in the current 
year.  Partly as a counterpart, the trade balance in all developing regions was positive in 2002, a 
phenomenon that will persist into 2003.  A similar phenomenon is taking place in countries with 
economies in transition. 
 
  Such a situation would not be a major concern if both exports and imports, as well as investment, 
in developing countries and countries with economies in transition were growing satisfactorily.  This is 
not the case.  In many countries, imports are virtually stagnant and investment rates significantly below 
those of five years ago.  With declining investment rates, development will be thwarted. 
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Reversing this situation requires the continuation or adoption of sound domestic policies in 
developing and transition economies.  Above all, however, it requires a solid and supportive recovery in 
the developed economies to exert a measurable pull effect in other countries as well as, as agreed in the 
Monterrey Consensus, increased international financial cooperation.  Continued support from the World 
Bank and the regional development banks – in the form of both concessional and non-concessional flows 
– to well-crafted development programs in developing countries and countries with economies in 
transition is particularly important.  The turnaround of ODA flows in 2002 is encouraging, but it is 
important that ODA keeps rising, since there is increasing evidence that, under appropriate conditions, it 
can be very effective in accelerating development.  
 
Supporting Sound Policies with Adequate and Appropriate Financing 
 

The World Bank report on this item indicates that additional aid can accelerate development and 
increase the prospects for achieving the Millennium Development Goals at the country level through a 
combination of sound or better domestic policies and governance, higher aid levels and more effective aid 
modalities.  
 

Recipient countries should use domestic and international resources more effectively and 
strengthen policies to lessen economic vulnerability.  Developed countries should increase aid, open their 
markets and consider debt relief where necessary.  However, aid should be more predictable and, for poor 
vulnerable countries, mostly in the form of grants to ensure debt sustainability in the long-term.  We agree 
with the report that, while stressing aid effectiveness in countries with sound policies, additional aid can 
also support faster progress towards the MDGs in low-income countries with weaker policies and 
governance.  In many of the latter countries, particularly those in post-conflict situations, there might be 
considerable upfront and transitional expenditures that are highly productive and can only be met from 
aid.   
 
Enhancing Voice and Participation of Developing and Transition Countries 
 

The Monterrey Consensus stresses the need to broaden and strengthen the participation of 
developing countries and countries with economies in transition in international economic decision-
making and norm-setting.  The Consensus encourages the Bretton Woods institutions to continue to 
enhance participation of all developing countries and countries with economies in transition in their 
decision-making.  
 

This issue was one of those addressed in the meeting of the United Nations Economic and Social 
Council with the Bretton Woods institutions and the World Trade Organization on the Follow-up to the 
International Conference on Financing for Development on 14 April.  Several participants welcomed the 
discussions in the Development Committee on increasing the voice of the developing countries.  Others 
were of the view that not enough had been achieved to enhance the participation of developing countries - 
including in the Bretton Woods institutions - and various proposals were put forward.  In his Summary, 
the President of the Council highlighted the key importance of the participation issue and recommended 
that the High-level Dialogue of the General Assembly on Financing for Development (to be held 29-30 
October 2003) should address, inter alia, the issue of “strengthened participation of developing countries 
in decision-making processes on economic policies”.  
 
International Trade for Development       
 
 A fundamental understanding behind the Doha trade negotiations was that a number of 
improvements were essential to enable developing countries to avail themselves of the opportunities 
offered by international trade and thereby progress towards internationally-agreed development 
objectives.  The failure to make tangible progress at the WTO Ministerial meeting in Cancun is therefore 
a setback not only to the global trading system but, above all, to global development.  Moreover, this has 
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occurred despite the fact that the international community has decided, at the highest political level, that 
development, particularly for the world’s poorest, should be a global priority.  It is therefore particularly 
perturbing that the Cancun Meeting disbanded without tangible progress on the protection and subsidies 
provided to agriculture in the developed countries.   
 

The Doha negotiations must be continued as expeditiously as possible.  However, future success 
requires that they be recognized not as just another round of negotiations on mutual concessions but rather 
as a universal effort to ensure that the impediments to development in the present international trading 
arrangements are removed. 
 
Implementation of the Monterrey Consensus 
 

The United Nations General Assembly will hold a High-level Dialogue on Financing for 
Development on 29-30 October.  The Secretary-General’s report for this meeting, entitled the 
“Implementation of and follow-up to commitments and agreements made at the International Conference 
on Financing for Development” (A/58/216;  www.un.org/esa/ffd), was prepared in close consultation and 
collaboration with the Bretton Woods institutions and other major institutional stakeholders.  It highlights 
areas of progress and lack thereof in implementing the policy actions agreed at Monterrey.  It also 
presents recommendations on policies and processes and identifies issues for further reflection in order to 
advance and build on the Monterrey Consensus.    
 

In addition to the report of the Secretary General, the outcomes of the Annual Meetings of the 
IMF and the World Bank in Dubai will be key inputs for the High-level Dialogue.  The personal 
participation in the High-level Dialogue of the members of the Development Committee, as well as the 
Ministers of each constituency of the Bank and the Fund, will contribute to building on the success 
achieved at Monterrey. 
 
 
Statement by Mr. F. Thompson-Flôres, Deputy Director-General, World Trade Organization 
(WTO)23  
 

Dr. Supachai, the Director-General and head of the WTO, has asked me to convey to you his 
regret at not being able to participate in this meeting.  He has asked me to speak to you on his behalf.  My 
address to the Committee reflects his thoughts on last week's Ministerial meeting in Cancún and what it 
means for the Doha Round. 
 
 The outcome of the Cancún meeting is disappointing for everyone involved.  The political will 
and flexibility required to significantly advance our agenda did not materialize.  Nowhere is the 
disappointment more deeply felt than in the issues that lie at the core of the Doha Round:  the prospect of 
delivering trade benefits to developing countries – and particularly the poorest amongst them – benefits 
that are worth many times more than all the development aid these countries receive. 
 
 We did make some progress at Cancún.  On agriculture, for example, many WTO members, 
particularly developing countries, with key commercial interests in agricultural trade felt the negotiations 
had moved in a positive direction.  Not as far as they may have wished, perhaps, but in a system where all 
decisions are taken by consensus Members must be realistic about the political concerns of their trading 
partners.  Progress was made also on improving market access in industrial products, and on development 
questions.  We had already reached a decision prior to Cancún on improving access to essential medicines 
for the poorest countries.   
 

 
23 On behalf of Dr. Supachai Panitchpakdi, Director-General of the World Trade Organization. 
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 As you know, Ministers could not agree on whether to launch negotiations on the so-called 
Singapore Issues.  The level of political sensitivity varies widely on these issues, but Ministers could not 
agree on the way forward on any of them. 
 
 At the end of the meeting, we agreed to continue work on outstanding issues with a  sense of 
urgency, to maintain the high level of convergence reached in some areas, and convene at senior official 
level no later than mid-December to review the situation again. 
 
 A great deal of thought and reflection is needed now on how the Doha Development Agenda can 
move forward again, confidently and with the promise of the multilateral trading system delivering in a 
timely way the boost to economic growth and stability that lies within its potential.  At this stage, it would 
be foolhardy to draw hasty conclusions. 
 
 Cancún was an opportunity to make real progress on a development-promoting trade agenda.  If 
we are not to conclude that it was an opportunity missed, our starting point in Geneva must now be to 
preserve the progress that has been made in Cancún and to build upon it.  We must recall that the interests 
of developing countries have been placed at the center of this Round of negotiations, and we must 
maintain the political will to live up to that commitment.  We must remember that an ambitious result will 
depend upon us providing a balance in the negotiations, that can appeal to the interests of all WTO 
Members.  And we must recognize the essential political commitment that underpins all multilateral trade 
negotiations – a commitment to domestic trade policy reform and liberalization. 
 
 For the time being, we have suffered a setback to the Doha Round – but not one that should be 
allowed to imperil the objective of the success of these negotiations.  Trade Ministers must now intensify 
their efforts to find solutions to the problems they could not overcome in Cancún.  The support of Finance 
and Development Ministers, at both the political and the economic level, can make an important 
contribution to this process.   
 
 We welcome the backing of the IMF and the World Bank in advocating trade reform, in 
supporting the trade negotiations, and in providing practical assistance to our member countries.  The 
Director-General looks forward to working with Dr. Köhler and Mr. Wolfensohn in considering ways in 
which our joint efforts and cooperation can help to move the Doha Round towards a successful 
conclusion.   
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      Dubai, United Arab Emirates 
 September 22, 2003 

 

DEVELOPMENT COMMITTEE COMMUNIQUE 

 

1. At our last meeting, we strongly reaffirmed our commitment to achieve the Millennium 
Development Goals (MDGs) set out in the U.N. Millennium Declaration, endorsed by 
Heads of State and Governments in the U.N. General Assembly on September 8, 2000 
and in particular our commitment to the global effort needed to reduce poverty. Today we 
renewed that commitment and continued our work on implementing the strategies, 
partnerships and actions agreed in Doha, Monterrey and Johannesburg. 

2. We welcomed the paper on Supporting Sound Policies with Adequate and Appropriate 
Financing and its country-based approach. We agreed that there was an urgent need to 
scale up efforts if the MDGs are to be met and that this would require enhanced 
concerted actions on the parts of both developing and developed countries and the 
international institutions. Developing countries will have to sustain their efforts to 
strengthen policies and governance so as to ensure that domestic resources, private 
inflows and aid can be used effectively in spurring growth, improving service delivery 
and reducing poverty. Developed countries will need to move vigorously in supporting 
these efforts with more and better aid, debt relief and improved market access. 

3. To implement this partnership to meet the MDGs, systematic efforts will be needed to 
achieve greater synergies between poverty reduction strategies and longer-term MDG 
targets, to specify and implement the actions needed to accelerate progress on the MDGs, 
and to identify the volumes and forms of financing needed to implement agreed 
strategies. We agreed that ensuring adequate, timely and more predictable financing and 
enhancing aid absorptive capacity through policy and institutional reforms would both be 
critical to the virtuous cycle of actions needed to meet the MDGs. We urge that countries, 
without delay, take specific steps to meet their commitments to provide additional aid 
resources by 2006. Furthermore, we call upon the Bank, working with the Fund, to 
examine the merits of various policy options, such as an international financing facility, 
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to mobilize the substantial additional resources that are needed over the medium term and 
can be effectively used to achieve development results and in scaling up progress towards 
the MDGs. Developing and emerging market countries should also be consulted closely. 
We asked the Bank to report to us at our Spring 2004 meeting.  

4. Changes are also needed in the way that aid is provided as highlighted in the Declaration 
of the Rome High Level Forum on Harmonization. In addition to streamlining procedures 
and lowering transaction costs, assistance will have to be better aligned to country need, 
to country priorities and processes, to countries that demonstrate the ability to achieve 
measurable development results; and to support the development of countries’ capacity. 
Commitments should also be predictable and long-term; provided in a form that can meet 
cash requirements to achieve the MDGs; and in appropriate country circumstances, 
especially in view of long-term debt sustainability, more of it should be provided in 
grants and, where conditions warrant, in ways that can finance recurrent costs.  

5. We continue to believe that a successful conclusion to the Doha Development Agenda is 
vital to growth, poverty reduction and progress in attaining the MDGs. We therefore 
regret the temporary setback to multilateral trade negotiations at WTO’s Fifth Ministerial 
and urge all participants to capitalize on progress to date and put the process back on 
track as soon as possible. We welcome the Bank and Fund’s recent pledge to support 
countries to benefit fully from a more liberalized trading system. We also urge continued 
efforts to tailor Bank lending activities to support country-owned trade initiatives, 
translating analysis and diagnostics into meaningful operations. 

6. As called for at Monterrey, we have continued our consideration of innovative and 
pragmatic ways to enhance the voice and effective participation of developing and 
transition countries in the work and decision making of the Bank and the Fund. There is 
no single approach to accomplish this, but rather action is required over time across a 
range of issues. The development of the Poverty Reduction Strategy approach represents 
a step towards ensuring responsiveness by the Bretton Woods Institutions to country-
owned strategies and priorities. In this context, we also welcome on-going efforts to 
promote greater openness and transparency, decentralization and staff diversity in all its 
dimensions. We urge the Bank and the Fund to step up these efforts. 

7. We welcomed the further progress by Directors on measures to enhance capacity in 
developing and transition country Executive Directors’ offices and in capitals. We also 
welcomed the proposed Analytical Trust Fund for use by Executive Directors 
representing sub-Saharan African developing countries in undertaking independent 
research and analysis on development issues. We called for further work on additional 
capacity-enhancing measures, including secondments. We look forward to concrete 
action by our Spring meeting.  

8. The IDA-13 Mid Term Review and IDA-14 negotiations provide a timely opportunity to 
enhance borrower participation in the IDA replenishment process and its Board’s 
decision-making. We noted that by taking up their full IDA subscriptions, developing 
countries could significantly increase their aggregate voting share and we encouraged 
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these countries to take the necessary actions in this regard. We urged further 
consideration and progress on all these issues. 

9. We note that the complexities involved in changing the voting structure and composition 
of the Boards will require time and effort to arrive at the necessary political consensus. 
However, we recognize the need to continue our efforts on these issues. We asked the 
Boards of Executive Directors to report back to us on all aspects of the voice issue at the 
2004 Annual Meeting. A roadmap on procedures and next steps will be considered at our 
Spring meeting. 

10. We reviewed the status of the HIPC Initiative and reconfirmed our commitment to its 
objectives, full financing, and implementation. We also recalled that within existing 
guidelines, additional relief can be provided at the completion point, on a case-by-case 
basis, and noted on-going discussions about the topping-up methodology and requested 
further work on this issue. Some HIPCs face a continued challenge to reach the decision 
point and we encouraged ongoing efforts by staff in this area, including application of the 
approach contained in the World Bank Task Force Report on Low-Income Countries 
under Stress. We recalled the importance of full creditor participation and again urged all 
official and commercial creditors that have not yet done so to participate in the HIPC 
initiative and welcomed the recent decisions by some non-Paris Club creditors (India and 
Libya). We look forward to a report being prepared by the staff of the Bank and Fund on 
a forward-looking framework for debt sustainability in low-income countries and to 
reviewing the report at our next meeting. We also encouraged further work by the Bank 
and the Fund on ways to help reduce the vulnerability of these countries to exogenous 
shocks, including commodity market and weather-related shocks. 

11. We are encouraged by the continuing progress under the PRSP approach. We welcome 
the increasing openness of policy dialogue with all stakeholders, improved focus on 
sources of growth and the investment climate, and on policies needed to reduce poverty 
and achieve the MDGs, greater realism and better prioritization, increased pro-poor 
public spending, and efforts to strengthen public expenditure management and better 
integrate expenditure proposals into national budgets. At the same time, we recognized 
that PRSPs are charged with multiple and sometimes competing objectives and the 
challenge now is to achieve successful implementation, including through much more 
effective donor alignment and harmonization around national strategies. We also asked 
the Bank and the Fund to respond to requests for assistance from countries undertaking 
Poverty and Social Impact Analyses (PSIA) and developing alternative scenarios to meet 
the MDGs, where appropriate. 

12. We stressed the need for accelerating progress and results on service delivery MDGs, 
including through the Education for All Fast Track Initiative (FTI). We asked the Bank to 
report on progress on funding and lessons from the implementation of the FTI at our next 
meeting. 

13. We supported the Bank Group’s renewed focus on infrastructure, in light of the important 
contribution infrastructure makes to sustainable economic growth and reaching the 
MDGs by improving the investment climate and supporting the development 
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requirements of low and middle-income countries. We welcomed the report on the 
infrastructure action plan, as well as the follow-up to the recommendations of the World 
Panel on Financing Water Infrastructure, and asked the Bank Group to work with 
member countries to secure its early implementation within their development strategies. 
In particular, we noted the importance of scaling-up investments within a comprehensive 
development approach, and the catalytic role international financial institutions can play 
in this regard. We stressed that the right policy environment, institutional and 
maintenance capacity are crucial for ensuring sustainable infrastructure investments. We 
are pleased the Bank Group has intensified efforts to build on its international 
comparative advantage, expertise, and established policies, by investing in infrastructure 
projects, supported by country diagnostic work. We also urged the Bank Group to engage 
in cross-border investments, especially in light of the linkages to the trade agenda. We 
encouraged the Bank, IFC and MIGA to continue to work together on initiatives that 
facilitate and promote the use of joint instruments, and through work at the sub-sovereign 
level and via guarantees. Finally we noted that an implementation progress update would 
be provided to Bank Executive Directors before our next meeting, and we will return to 
this issue at a future meeting. 

14. Progress in all areas we discussed and others is critical to achieving the MDGs and 
related development outcomes. We, therefore, welcomed the implementation report for 
the global monitoring of policies and actions for achieving the MDGs, which will allow 
the Committee to maintain a strategic overview on progress on key issues and priorities 
in the policy agenda and to reinforce accountabilities. We look forward to the first full 
report at our next meeting. 

15. Finally, we noted the current difficulties in the region in which we met. We welcomed 
the active role of the World Bank in helping meet the urgent economic and social needs 
of the Palestinian people of the West Bank and Gaza. We also welcomed its role in 
promoting economic and infrastructure cooperation in the region. We noted the 
constructive role played by the Bretton Woods institutions, in cooperation with other 
international organizations, in positioning themselves to work closely with the people of 
Iraq in the task of reconstruction and development towards a future that will enable them 
to achieve their economic potential under their own leadership. We look forward to the 
forthcoming donors’ conference on Iraq, which will play a critical role in mobilizing 
resources adequate to placing Iraq on the path of economic recovery. Success in both the 
West Bank and Gaza and in Iraq, while challenging, is nonetheless essential to stability 
and development in the region and beyond. 

16. We wish to thank the authorities and people of the United Arab Emirates for their 
excellent hospitality and facilities. 

17. We welcome confirmation of Mr. Trevor Manuel, Minister of Finance of South Africa, 
for an additional term as Chairman. 

18. The next meeting of the Committee will be held in Washington, D.C. on April 25, 2004. 
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NOTICE OF MEETING 
 

 The 68th meeting of the Development Committee will be held on Monday, September 
22, 2003  commencing at 9:00 a.m. in the Al-Multaqua Room on the ground floor in the Dubai 
International Convention Centre (DICC). 

 
PROVISIONAL AGENDA1 

 
 

I. Supporting Sound Policies with Adequate and Appropriate Financing 
 

II. Enhancing Voice and Participation of Developing and Transition Countries  
 

III. Progress Report on Trade 
 

IV. Other Business2 
 

a. Implementation Report on Monitoring Policies, Actions and Outcomes Needed to 
Achieve the MDGs 

b. PRSP/HIPC Progress Reports 
c. World Bank Group Infrastructure Implementation Action Plan, including Water. 

                                                           
1 The President of the World Bank and the Managing Director of the Fund will each provide a statement, in advance 

of the meeting, focused on agenda topics and other items.  A Note on Recent Trends in the Transfer of Resources 
to Developing Countries will provide background information relevant to the Committee’s work.  

 
On this occasion there will be only one session of the Committee – from 9:00 a.m. until 12:45 p.m... There will 
also be a Chairman’s Lunch for Members (1:00 p.m. – 3:00 p.m.) in the Zabeel Room (first floor of the DICC) at 
which time Agenda Item III will be considered.  

 
2 These items are provided for information.  Ministers wishing to comment, may do so in their written statements. 
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