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NOTE ON THE SEVENTY-FIFTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 
 The Joint Ministerial Committee of the Boards of Governors of the World Bank and the 
International Monetary Fund on the Transfer of Real Resources to Developing Countries – the 
Development Committee – held its seventy-fifth meeting on April 15, 2007, in the Preston Auditorium of 
the World Bank in Washington, D.C.  The meeting consisted of a single session, followed by the 
Chairman’s Lunch for Members on the same day.  Members circulated their written 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.  Also included are notes by the Bank President and the Fund 
Managing Director distributed ahead of the meeting.  The meeting started at 9:00 a.m. and ended at 
1:15 p.m.  It was chaired by Mr. Agustín Carstens, Minister of Finance and Public Credit of México. 
 
 The Agenda (Annex A) was adopted at the beginning of the meeting, followed by discussion of 
two topics:  the first, Global Monitoring Report 2007:  Confronting the Challenges of Gender and Fragile 
States was supported by a paper prepared by staff of the World Bank and the International Monetary 
Fund.  The second topic Accelerating Development Outcomes in Africa - Progress and Change in the 
Africa Action Plan was supported by a paper prepared by staff of the World Bank. 
 
 In addition to the above discussion topics, the agenda included the following background reports 
that Ministers commented on in their written statements:  (i) Clean Energy for Development Investment 
Framework:  The World Bank Group Action Plan; (ii) Options Paper on Voice and Representation - 
Update Report; (iii) Report of the External Review Committee on Bank-Fund Collaboration; (iv) The 
World Bank Group's Africa Action Plan:  Progress in Implementation; (v) Aid Architecture:  An 
Overview of the Main Trends in Official Development Assistance Flows; (vi) A Report of the Executive 
Directors and a paper on Strengthening World Bank Group Engagement on Government and 
Anticorruption; and (vii) Fiscal Policy for Growth and Development - Further Analysis and Lessons from 
Country Case Studies. 
 

The Communiqué (Annex B) was approved during the Chairman's Luncheon for Members and 
records the salient points and outcome of the Ministerial discussion. 
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Note of the President of the World Bank, Mr. Paul Wolfowitz, to the Development Committee 
 
Introduction 
 
 It is a good time to take stock of progress made in delivering on the commitments made by all 
development partners in 2005 at Gleneagles and at the subsequent UN Summit, consistent with the 
“Monterrey Consensus” adopted in March 2002.  I hope that the two reports for formal discussion on the 
DC agenda – the annual “Global Monitoring Report” (GMR) prepared jointly by Bank and Fund staff, 
and the progress report on implementation of the Bank’s Africa Action Plan (AAP) – will provide a good 
basis for the Committee’s  discussion. 
 
 This is the sixth consecutive year of strong growth in developing countries, including in much of 
Sub-Saharan Africa.  But as both reports make clear, Africa is still not growing fast enough either to reach 
the poverty Millennium Development Goal (MDG) or to generate sufficient fiscal resources to sustain 
progress toward the human development goals.  Both reports emphasize the need to fully implement the 
2005 commitments for more and better quality aid.  I hope our discussions will lead to concrete steps to 
ensure that these commitments are met and help African countries further accelerate growth.  I am also 
looking forward to discussing the three focus topics in the GMR: gender issues, fragile states and, based 
on a companion paper on main trends in Official Development Assistance (ODA), the evolving aid 
architecture. 
 
Global Monitoring Report 2007:  Confronting the Challenges of Gender and Fragile States 
 
 This year’s GMR has a special emphasis on how to improve performance in fragile states and on 
how to mainstream gender reform. 
 
 Fragile States.  Fragile states are home to one-fifth of the population of low-income countries and 
an estimated one-third of the extreme poor.  The donor community needs to re-examine the way it does 
business in fragile states in light of their special needs and their importance in meeting the MDGs at the 
global level.  At the World Bank, the Board endorsed in February a New Framework for Rapid Response 
to Crises and Emergencies that will strengthen the Bank's rapid response and longer-term engagement in 
fragile states.  Along with the new framework, the Board also endorsed a set of institutional and 
organizational changes that will enable our staff to engage more rapidly and flexibly with partners in 
providing an integrated response to challenges of fragile states.  And in coordination with my colleagues 
from Multilateral Development Banks, we agreed last month to develop strategies to work more 
effectively with these key partners. 
 
 Gender.  This year’s GMR underscores the gains in girls’ enrollment at all levels of schooling—a 
result of concerted development efforts.  Most low income countries made substantial progress during the 
1990s and, by 2005, 83 developing countries (out of 140 with data) had achieved gender parity in primary 
and secondary education.  Thirty-five countries are on track to achieve this target by 2015, while 22 
others may not reach it.  But the GMR also shows more modest progress in improving economic 
opportunities for girls and women throughout the developing world.  We are responding to this challenge 
in the World Bank Group with “Gender Equality as Smart Economics”, a new Gender Action Plan.  I 
have been encouraged by the strong donor support for the plan and hope, with your support, that we will 
make progress in better using development resources to expand women’s economic opportunities. 
 
 In addition to these two themes, the GMR and the report on Aid Architecture provide an 
important opportunity to review broader progress on the commitments made in 2005 on debt, aid and 
trade.  As I see it, the scorecard is mixed. 
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 Debt Relief.  Under the Multilateral Debt Relief Initiative (MDRI), IDA will provide about 
US$36 billion in debt relief over 40 years for the 40 identified HIPC countries.  We have two challenges 
before us.  The first one is to ensure that new borrowing by post-MDRI countries is managed carefully 
and does not undermine their long term economic prospects by causing a quick re-accumulation of their 
external debt.  Your leadership will help ensure collective implementation of the joint Bank-Fund debt 
sustainability framework, which was reviewed by our Boards last fall.  I will be looking forward to 
discussing in the next few weeks with the Board a joint Bank-Fund proposal to intensify debt 
management capacity building efforts and domestic debt market development in low income countries, 
with focus on post-MDRI countries. 
 
 A second challenge is to ensure that MDRI assistance is truly additional to other aid flows, in line 
with donors’ commitments at Gleneagles and at the Development Committee.  The replenishment 
discussions for IDA are now underway.  It is worthwhile recalling that for IDA to merely sustain its 
funding level to poorest countries, significant increases in donor contributions will be required.  Past IDA 
credits have been granted based in part on credit reflows that have now been forgiven under the MDRI 
and HIPC Initiative.  This shortfall needs to be filled if we are to live up to our commitment to our clients.  
Without such additional financing, poor countries would be left to “finance their own debt relief”, by way 
of lower future allocations from the revolving soft loan windows that provided the debt cancellation. 
 
 Doha and Aid for Trade.  The decision by WTO members in February to resume negotiations is 
welcome.  But flexibility from all sides is needed for a deal to be reached.  A deal matters to bring 
developing countries concrete benefits in terms of new market access, fairer competition in world 
markets, and greater domestic economic efficiency – all of which are critical in generating the growth 
needed to achieve the MDGs.  On aid for trade, some advances have been made on monitoring and on the 
enhanced Integrated Framework, but more remains to be done to build stronger and more effective 
programs with genuine country ownership in this area.  To this end, the Bank is continuing its active 
engagement on aid for trade, both with other partners and in our country programs.  We are also stepping 
up our collaboration with the WTO with a view to further fostering the development impact of increased 
aid for trade. 
 
 Increases in the Quantity and Quality of Aid.  Two years ago, donor countries pledged to 
significantly increase aid to help poor countries reach the MDGs, including a doubling of aid to Africa by 
2010, and committed to the principles of the Paris Declaration for better harmonized and more predictable 
aid flows.  Since then there has been some progress: ODA from DAC countries reached a record in 2005 
of USD 106.7 billion, and there has been progress in implementing the Paris Declaration on aid 
effectiveness as well as on innovative financing mechanisms for development.  However in 2006 ODA 
from DAC members fell by 5.1% in constant 2005 dollars to USD 103.9 billion. In real terms this is the 
first fall in ODA since 1997.  Aid to sub-Saharan Africa, excluding debt relief, increased by only 2% in 
2006, leaving a challenge to meet the commitment to double aid to Africa by 2010.  Moreover, increases 
so far have been concentrated in a small number of countries: the majority of Sub-Saharan countries that 
are well placed to make good use of extra aid are not yet benefiting. 
 
 We know that there are opportunities to scale up aid to the poorest countries.  There are many 
countries with sufficiently sound national strategies, capacity and institutions to prepare and support 
absorbing increased budget, sectoral and project support.  Yet despite good intentions and wide support 
for the country based model for scaling up, progress has been far too slow.  This must change. 
 
 We also need to work harder to improve the quality of aid.  We must find ways to address 
fragmentation issues and to increase the predictability of aid flows. 
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• While new donors are welcome, increased fragmentation of aid is causing major difficulties.  
Increased numbers of donors, vertical funds and other agencies can lead to duplication, 
inefficiency, and distortion of national priorities.  As underlined in the report on Aid 
Architecture, the average number of donors per country has risen from around 12 in the 
1960s to over 30 today, with over 230 international organizations, funds and programs, and 
over 100 major organizations involved in the health sector alone.  This and the compliance 
costs imposed by individual donors pose large transactions costs, which countries with the 
lowest capacity find hardest to handle.  This underscores the need to make faster and more 
effective progress in implementing the Paris Declaration. 

 
• Increasing aid predictability also remains a serious challenge.  Three years from 2010, it is 

necessary for donor countries to set out more clearly their individual timeframes for 
increasing aid to recipient countries so that African countries can better plan the scaling up of 
investment and capacity at the country level.  While there are a few positive indications that 
some donor agencies are moving towards multi-year budgeting and planning with partner 
countries on forward aid levels, these efforts need to be accelerated and good practices 
encouraged.  

 
 We are at a moment when the international community needs to make extra efforts as we get 
closer to the 2015 MDGs deadline.  Given the implementation cycle of development projects, IDA 15 will 
be the last opportunity to engage MDGs programs that can bear fruit before 2015.  A special $150 million 
contribution by IFC to IDA was signed six weeks ago, supplementing the $800 million IBRD income 
transfer for FY 2007.  This is clear testimony of the Bank Group’s commitment to the poorest.  But this is 
no substitute for the donors’ role.  I hope donors will commit themselves to a robust IDA15 
replenishment. 
 
 As discussed in last year’s GMR on mutual accountability, the other side of the equation is that 
more and better quality aid will only have its full impact in countries with credible strategies and 
functioning frameworks for financial management and implementation, including adequate capacity and 
fiduciary safeguards, and with commitment from leadership.  Countries will need to continue to 
strengthen public financial management which is critical to effective use of assistance.  The Bank in 
partnership with donors and international agencies is supporting many countries in this regard.  Less than 
two years after the Public Expenditure and Financial Accountability (PEFA) initiative was launched, 41 
countries have been assessed (draft report stage), 18 are in progress and a further 19 are planned.  For 
Africa only, the numbers are 15 countries assessed, 5 underway, and 12 planned.  On a separate track, the 
Extractive Industries Transparency Initiative, a voluntary global initiative launched in 2002 between 
implementing countries, donor countries, international and national oil, gas and mining companies and 
civil society, to enhance accountability and transparency in resource-rich countries, has already been 
endorsed by 25 countries globally, 16 of which are in Sub-Saharan Africa. 
 
Accelerating Development Outcome in Africa:  Progress and Change in the Africa Action Plan 
 
 The second item on the Committee’s agenda is a progress report on implementing the Bank’s 
Africa Action Plan, a report that also sets out some significant proposed changes in the plan for the future. 
 
 The progress report notes that recent economic and social progress is a basis for optimism.  
However, as I indicated above, promises of scaled up aid have not yet been delivered for most countries.  
The report also notes that nontraditional development partners are becoming more important and are 
changing the face of development finance in Africa.  As the report also makes clear, there has been 
progress in all four pillars of the action plan, though more in some than in others.  Progress is satisfactory 
in four areas (private sector development, infrastructure, HIV/AIDS, and malaria).  Significant changes to 
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the plan are nevertheless needed in light of the evolving development picture in Africa, results achieved 
during early implementation, the World Bank Group’s evolving role in the development partnership, and 
global priorities needing collective action.  Over the next three years, the Bank will concentrate its efforts 
more selectively on areas that promise strong results and reflect the Bank’s evolving role, while retaining 
the country based model that guides all IDA support. 
 
 My visits to African countries in the last few weeks have reinforced my conviction that the Bank 
can and must make an even stronger contribution in catalyzing and supporting development in Africa, and 
that the revised AAP is a good basis for our future efforts.  But as I have already noted, more and better 
coordinated support from all donors will be needed if we are to succeed. 
 
Progress on Other Mandates 
 
 I would like to take the opportunity to report to the Committee briefly on other strategic priorities 
for the Bank, including progress on a number of issues we have discussed in the past and/or indicated a 
wish to return to at a future meeting.  On some of these we have circulated separate background papers. 
 
 Strengthening Bank Group Engagement on Governance and Anticorruption.  The paper 
circulated after endorsement from the Board is an updated version of the paper that was presented to the 
Committee last September.  Following your guidance, the Bank undertook an extensive round of 
international consultations in 35 developing countries, 12 donor countries and four global events, 
reaching over 3200 stakeholders, to explore their views as to how the World Bank Group's work on 
governance and anticorruption (GAC) can be strengthened to reduce poverty.  The strategy is anchored 
around a set of key guiding principles, including the following: (i) the primary purpose of the Bank’s 
GAC work is to support poverty reduction; the Bank is committed to remaining engaged even in poorly-
governed countries;  (ii) the Bank will maintain a consistent, transparent and predictable approach 
towards operational decisions across countries; (iii) the Bank will work with governments as its principal 
counterpart and engage more with civil society and the private sector; and (iv) the Bank will support 
harmonized approaches at the country and global levels.  An outline of the implementation plan has been 
discussed by the Board. 
 
 Fiscal Policy for Growth and Development.  The background paper circulated to the Committee 
confirms that  design of fiscal policy should explicitly take account of growth as well as stabilization 
objectives; that composition and efficiency of expenditures are key to achievement of growth and MDG 
objectives; and that where institutions are weak countries should give priority to improving institutions 
entrusted with budget management and revenue mobilization.  The report, based on country studies, 
focuses on how we can implement such lessons in our country advice in the context of Public Expenditure 
Reviews, so the Bank can contribute more effectively to the design of growth oriented fiscal policies.  I 
hope you will support us in this approach. 
 
 Strengthening the Bank’s Engagement with IBRD Partner Countries.  Our new strategy that you 
endorsed in Singapore illustrates we are now rising to meet emerging challenges in a very diverse group 
of 79 IBRD-eligible countries.  Since Singapore and based on your guidance, we have launched an 
implementation plan and organized work in five areas (strategy and coordination; financial services; 
knowledge; WBG synergies; international cooperation and partnerships).  In the past year alone, we have 
launched a new joint IFC-Bank sub-national lending program, established the Caribbean Catastrophic 
Risk Insurance Facility to address natural disasters and are ramping up efforts to invest in clean and 
renewable energy to meet rising demands.  Beyond these specific initiatives, we are strengthening access 
to local currency products, reducing the time and costs associated with projects, simplifying the process 
for investment lending, improving our pricing structure, and boosting research and expert services.  We 
will report on progress before the next Annual meetings. 
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 Clean Energy Investment Framework.  In Singapore, you broadly endorsed the key findings of 
our progress report on the Investment Framework for Clean Energy and Development.  Since then we 
have presented to the Board an action plan, which provides for a strong WBG energy program, leveraging 
Bank Group support by encouraging private sector participation; supports the Africa Energy Scale Up 
Action Plan which, with partners, aims to increase the number of households with access to modern 
energy to 35% by 2015 and 47% by 2030; supports the transition to a low carbon economy by scaling up 
analytical, knowledge and investment support and exploring options for enhanced financial products; and 
reports on progress on adaptation, with the objective of assisting countries reduce vulnerability to climate 
variability by developing tools and methodologies to “climate-proof” investments.  We will have an 
opportunity to discuss over lunch how we can collectively take forward this agenda and I am looking 
forward to your guidance. 
 
Strengthening the Bank’s Effectiveness 
 
 In all the Bank Group’s work, our efficiency and effectiveness depends on how we organize 
ourselves, how we address the challenge of voice and participation and how well we partner with others. 
 
 The Results Agenda.  I have asked an internal taskforce to mine the many success stories that IDA 
has produced in the recent past so we can draw on results achieved and lessons learned.  The taskforce 
reviewed 19 country case studies and 17 sector stories including country, sector and project analyses.  
From this work, it is clear that results are about more than the number of schools we build, the depth of 
the wells we dig, or the miles of road we construct.  It is about the outcome of our activities: giving the 
tools to young people to break free from poverty, creating jobs and economic opportunities for those who 
do not have them, and providing access to the basic necessities of life so that the poor can focus on 
succeeding.  The third International Roundtable on Results held in Hanoi (February 5-8) strongly 
reaffirmed that all partner countries, donors and agencies must redouble efforts to achieve better and 
verifiable development results.  I hope that this sense of urgency to improve results in the field will help 
us collectively achieve further progress in the run-up to the Third High Level Forum on Aid 
Effectiveness, to be convened in Accra in September 2008.  For its part, IDA will continue to provide a 
unique platform for development built upon long term, flexible support, effective integration of policy 
advice with lending, global experience matched with a vibrant local presence, and strong emphasis on 
country leadership, monitoring, accountability and, above all, results in the field. 
 
 Budget and Organizational Effectiveness Reforms.  In IBRD and IDA we have been working 
within a flat administrative budget in real terms.  We are looking for gradual reallocation over a three-
year period to move more resources into high-priority areas.  With a flat real budget this means we have 
to decide on trade-offs and set clear priorities in what we do.  The Bank’s twin pillars for supporting 
development – investing in human development and improving the business climate – have been since 
2001 steady guideposts but we need to develop a strategy that will transform the Bank Group to fully and 
successfully respond to the challenges of the 21st century.  I have asked our chief economist Francois 
BOURGUIGNON to help develop a medium to long term strategic framework to guide these choices and 
assure we stay on a path that delivers opportunity and results for our partners. 
 
 Voice and Participation.  This is a crucial issue for an institution that represents the views and 
interests of 185 different countries.  We have circulated an options note setting out a variety of options for 
adjusting the Bank governance structure.  They range from changes that would depend on decisions by 
management and/or the Executive Directors to those that would require agreement by the Governors, and 
others that would require an amendment to the Articles.  The note also suggests a phased reform program.  
As I said in Singapore, my view is that we would do well to consider seriously all options for 
strengthening participation in our institutions by the countries that have such a great stake in our success. 
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But this is a matter for shareholders to decide, and I look forward to taking this agenda forward based on 
the Committee’s views. 
 
 Bank-Fund Collaboration.  I will be looking forward to hearing your views on the 
recommendations of the External Review Committee on Bank-Fund collaboration.  This report reviews 
how the Bank and the Fund can provide better coordinated services to member/client countries.  While 
the Committee notes that the starting point is one of already quite good collaboration, it also underlines, 
and Rodrigo de Rato and I fully agree with this view, that we can take collaboration to a higher level to 
the benefit of our membership.  The report makes a number of important recommendations on elements 
of governance that are for shareholders to consider, and we will be looking for your guidance for follow 
up.  The report also makes specific proposals to improve collaboration at management and staff levels.  
An implementation plan will be provided to the Boards by the Annual meetings. 
 
Conclusion 
 
 We stand half way to the 2010 goalpost for doubling aid to Africa compared with 2004.  As I 
mentioned earlier, aid dropped in 2006 for the first time since 1997.  Aid is expected to fall back slightly 
again in 2007 as debt relief for Nigeria and Iraq tapers off.  At Gleneagles, donors committed that good 
performance would be rewarded.  We are seeing borrowers fulfill their side of the bargain.  Our collective 
challenge is to turn donors’ promises into real aid flows.  It is also to ensure these flows take a form 
designed not for the convenience of donors but to provide the greatest benefits for recipients, with an 
increased focus on core development programs.  I am committed to these goals and to ensuring the Bank 
plays its full part in helping to achieve them.  I urge all donors to meet their 2005 pledges including the 
commitment to fully compensate for the impact of the MDRI and as an important part of the overall effort 
to agree significant increases in contributions to the upcoming replenishment of IDA. 
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Statement by the Managing Director of the International Monetary Fund, Mr. Rodrigo de 
Rato, to the Development Committee 
 
Introduction 
 
 This year’s Global Monitoring Report (GMR) notes that higher economic growth is translating 
into declining poverty levels.1 Although the developing world as a whole is expected to meet the 
Millennium Development Goal (MDG) on reducing poverty, sub-Saharan Africa is not on track to meet 
this goal.  In addition, as the GMR also notes, OECD Development Assistance Committee donors’ 
promises of higher aid to sub-Saharan Africa have not yet materialized.  An ambitious Doha Round 
outcome would contribute significantly to global growth and stability and reduce the risk of renewed 
trade protectionism. 
 
 The Fund’s medium-term strategy (MTS) reaffirms its commitment to being a partner in the 
international effort to achieve the MDGs.  In addition to giving financial support, the Fund also provides 
policy advice and technical assistance.  We are working to make Fund engagement in low-income 
countries more flexible and focused on what is essential and on areas where the Fund has a comparative 
advantage and expertise. 
 
 In this statement, after summarizing the Fund’s assessment of the world economic outlook, I shall 
report on the progress that has been made in implementing key parts of the Fund’s MTS. 
 
Global Environment and Policy Response 
 
Overall Outlook and Policy Response 
 
 The world economy is expected to continue to expand robustly in 2007 and 2008, with only a 
modest deceleration from the rapid GDP growth of 5.4 percent in 2006.  The slowdown in 2007 is 
expected to be most pronounced in the United States, with emerging-market and other developing 
countries likely to continue to grow strongly, drawing support from generally benign global financial 
conditions and high commodity prices.  Concerns about inflation are less pronounced than six months 
ago. 
 
 This outlook is subject to some risks in the short- to medium-term. 
 

• A sharper downturn than expected in the U.S. housing market could start to have a broader 
effect on the U.S. economy. 

 
• Although inflationary pressures in the advanced economies have eased somewhat, there 

remains a possibility that, with global excess capacity declining, price pressures could pick 
up.  

 
• The continued potential for supply-side shocks in the oil market remains a concern.  The 

decline in oil prices since last August has provided relief to the global economy, but the oil 
market remains an important source of potential volatility.  Financial markets continue to 
suggest upside risks to the price of oil. 

                                                 
1  Global Monitoring Report 2007—Confronting the Challenges of Gender Equality and Fragile States, April 2007. 
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• There is a risk of a deeper and more sustained retrenchment from risky assets if financial 

markets continue to be volatile.  Spillovers from the deterioration in the subprime segment of 
the U.S. housing market have been limited to date.  But there could be a broader impact on 
other market segments where lending standards weakened in 2006, as well as on the housing 
market more generally, if tightening lending standards in the subprime segment lead to a 
broader reappraisal of credit availability across the economy. 

 
• Although a low-probability event, the risk of an abrupt and disorderly adjustment in the U.S. 

current account deficit remains, with potentially heavy costs on the global economy. 
 

• Protectionist forces could rise in the years ahead, reversing some of the gains from an 
increasingly integrated global economy. 

 
 Policymakers need to address these risks and vulnerabilities, by:  
 

• Continuing to steer the global economy on a path that is consistent with low inflation and 
macroeconomic stability as the global expansion enters its fifth year.  

 
• Focusing fiscal policy on necessary consolidation and reform in the face of aging populations 

in many advanced and emerging-market countries, while providing room for automatic 
stabilizers to work as needed.  Sustained progress will depend on more ambitious progress 
with reforms to contain increasing expenditures as populations age, particularly in areas such 
as health care and pensions, and to avoid the erosion of revenue bases.  

 
• Revitalizing the Doha Round of multilateral trade liberalization to provide a major boost to 

medium-term prospects and reduce the risk of increased protectionism. 
 
Regional Outlooks and Policy Response 
 
 In the United States, the pace of economic activity slowed in 2006, primarily on account of a 
sharp contraction in residential investment.  With the drag from the housing market expected to fade 
gradually, growth is expected to recover slowly through the year and return to potential only by mid-
2008.  The Federal Reserve has appropriately held policy interest rates steady since mid-2006, balancing 
the risks of inflation above its comfort zone against prospects of weaker growth.  Turning to the medium 
term, the authorities aim to balance the budget by FY2012.  While this objective is welcome, the planned 
consolidation may be difficult to achieve since the underlying budget plans involve extremely ambitious 
expenditure restraint.  With growth in the Euro Area projected to remain close to or above potential, and 
the possibility of some further upward pressure on factor utilization and prices, an increase in interest 
rates to 4 percent by the summer would seem warranted.  However, some additional policy action may 
still be required if growth momentum remains above trend and risk to wages and prices intensify.  In 
Japan, real GDP growth is expected to be maintained around its potential over the next two years.  With 
inflation still near zero, monetary accommodation should be removed only at a gradual pace and on 
evidence that the momentum of the expansion has been firmly established.  With limited room for further 
expenditure cuts, future fiscal reforms will need to focus on revenue measures.  
 
 In emerging markets, growth is expected to remain strong. 
 

• In Emerging Asia, growth continues at a brisk pace and the near-term outlook remains very 
positive.  Inflationary pressures remain generally well contained, helped by real currency 
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appreciation in some countries.  Greater exchange rate flexibility is needed in China, as may a 
further tightening of monetary policy in India.  While fiscal balances are expected to 
strengthen in most countries in 2007, policy priorities differ across countries.  

 
• In Latin America, growth is expected to ease somewhat in 2007.  The external environment is 

expected to become somewhat less favorable as global growth moderates and oil and metals 
prices decline from the record levels of 2006.  Lower commodity prices will put pressure on 
current account and fiscal balances and make it more difficult to meet growing demand for 
increased social spending.  In this environment, an even greater premium will need to be 
placed on fiscal reforms. 

 
• In Emerging Europe, growth continued to be robust, but is expected to moderate slightly in 

2007, largely reflecting slower growth in Western Europe and policy tightening in some 
countries.  However, the heavy reliance on foreign savings makes some countries vulnerable 
if international financial markets become tighter.  Addressing this vulnerability will require a 
policy mix of fiscal consolidation, adequate prudential supervision and regulatory 
frameworks, and, in some countries, tightening of monetary policy. 

 
 In the Middle East, oil-exporters enjoyed another year of solid growth, including in the non-oil 
sectors.  Growth in oil-importing countries was also maintained, reflecting an upturn in foreign direct 
investment and a favorable supportive global environment.  Managing increased oil revenues remains the 
central policy challenge for oil-exporting countries in which the priorities should be encouraging private 
sector activity and employment generation.  It will be important that higher expenditure be accompanied 
by capacity-enhancing reforms to bring lasting supply-side improvement. 
 
 In the Commonwealth of Independent States, real GDP growth continues to expand briskly 
reflecting the solid performance of energy exporters and an increase in activity among energy importers.  
Real GDP growth in 2007 and 2008 is expected to be second only to emerging Asia among the major 
regions.  Given strong domestic demand, governments will need to avoid excessive public spending 
increases such as on pensions and wages.  The main priorities are broadening and deepening domestic 
financial markets, reforming civil services and the energy sector, making tax systems more growth- and 
investment-friendly, strengthening the protection of property rights, reducing corruption and state 
intervention, and strengthening legal and regulatory systems. 
 
 In sub-Saharan Africa, the outlook remains very positive with higher GDP growth driven by oil-
exporting countries expected in both 2007 and 2008.  Sustaining the recent improvement in 
macroeconomic stability will be crucial, particularly in oil-exporting countries where there are strong 
pressures for increased government spending.  To make faster progress towards the MDGs, it is important 
that development partners open their markets to African exports and make good on their commitments for 
more and better aid, and that regional governments continue to press ahead with reforms to promote 
private sector investment and employment, particularly by strengthening institutions and improving the 
business climate.  Such reforms will need to include further trade liberalization, strengthened and more 
developed financial sector, streamlined regulations and improved governance, and better infrastructure. 
 
Role of the Fund in Low-Income Countries 
 
 To support our low-income members and help them make faster progress towards the MDGs, we 
have put into place new facilities and delivered debt relief under the Enhanced Heavily Indebted Poor 
Countries (HIPC) Initiative and the Multilateral Debt Relief Initiative (MDRI).  Recent efforts have 
concentrated on determining how members can consolidate gains from debt relief while avoiding a 
reaccumulation of excessive debt, and best maintain macroeconomic stability in the face of potentially 
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larger and volatile aid flows.  Within the realm of our expertise, we continue to assist members in their 
efforts to strengthen public financial management, improve the management of natural resource revenues, 
reform their financial sectors, and enhance private sector growth.  In addition, we are planning to review 
the Fund’s involvement in the Poverty Reduction Strategy Paper (PRSP) process and its collaboration 
with donors in low-income countries. 
 
 The Fund now has in place a wider array of instruments to support its low-income agenda.  While 
the Poverty Reduction and Growth Facility (PRGF) remains the main instrument of Fund financial 
assistance to low-income countries, our support has become more flexible and tailored to each member’s 
individual needs through the Exogenous Shocks Facility (ESF) and the Policy Support Instrument (PSI).  
Four countries are now benefiting from the PSI, and it is expected that demand for this instrument will 
grow further.  A review of the PSI is expected to take place in 2008. 
 
 Debt relief to member countries under the HIPC Initiative and the MDRI continues to move 
forward.  A total of 22 countries have reached their HIPC Initiative completion point, and 24 countries 
have received debt relief from the Fund under the MDRI.  A further eight countries are between HIPC 
Initiative decision and completion points.  The need to secure additional resources to allow all 
pre-decision point HIPCs (including protracted arrears cases) to benefit from debt relief has become even 
more pressing with the expansion of the list of countries eligible or potentially eligible for assistance 
under the HIPC Initiative. 
 
 Work is also continuing on improving the quality and rigor of debt sustainability analyses and 
fostering their use by borrowers and creditors.  Recent refinements to the joint Debt Sustainability 
Framework (DSF) for Low-Income Countries have focused on integrating new policy challenges, 
including the increased borrowing space in some low-income countries following debt relief, rising 
domestic debt, and the emergence of new creditors.  While concessional inflows remain the most 
appropriate source of external financing for low-income countries, nonconcessional borrowing could be 
considered on a case-by-case basis.  Use of the DSF is expanding, with all low-income countries now 
expected to undertake debt sustainability analyses on an annual basis.  Under the new framework, country 
authorities are expected to take a more active role in the preparation of these exercises, as part of the 
design of their own medium-term debt strategies.  The Fund and the World Bank have been active in 
disseminating these analyses and encouraging their use by all creditors.  Regional development banks 
have expressed an interest in being more closely involved in the preparation of DSAs with a view to using 
their results to inform their lending decisions.  We are discussing with them ways to foster a more active 
exchange of views in this regard. 
 
 Our Executive Board will soon consider papers on recommendations for policy formulation and 
program design in the context of potential scaling-up of aid and aid volatility.  Program design has 
evolved in the last few years to help low-income members use available aid effectively by 
accommodating higher spending on health and education while maintaining macroeconomic stability.  
Further changes may be needed to enable countries to absorb substantially larger aid inflows while 
preserving hard-won macroeconomic improvements.  Attention will also be paid to developing 
appropriate policies in the event that aid is volatile or is not scaled up. 
 
 I continue to be concerned about the lack of progress on scaling up aid.  Fulfillment of the aid 
commitments made at Gleneagles would help create space for the higher social and infrastructure 
spending necessary to accelerate growth and fight poverty.  However, trends in commitments of aid, 
excluding debt relief, are falling well short of what is necessary to meet the Gleneagles targets, 
particularly for Africa.  This calls into question the ability of many countries to reach the MDGs.  
Moreover, increases in aid volumes are concentrated on a handful of recipient countries.  We must also 
step up our efforts to increase the effectiveness of aid.  While there is some progress in implementing the 
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Paris Declaration, more needs to be done to translate the commitments to donor coordination and 
alignment into actual improvements on the ground. 
 
 As noted in the GMR, about 27 percent of the extreme poor in developing countries live in fragile 
states, where the quality of policies, institutions, and governance substantially impair economic 
performance, the delivery of basic social services, and the efficacy of donor assistance.  These countries 
need to establish macroeconomic stability, build capacity, and start fundamental structural reforms.  They 
also face particular challenges in meeting the MDGs, and will need substantial and sustained external 
support in the form of technical assistance, policy advice, and highly concessional financial assistance.  
Unless these challenges are addressed, fragile states pose risks that may spill over to other countries. 
 
 The Fund is actively engaged in assisting almost all these fragile states.  Our assistance takes the 
form of policy advice on fiscal, monetary, exchange rate, and financial issues; help in identifying gaps in 
the related institutional and legal frameworks; and technical assistance to follow up much of this advice—
all essential elements of state-building.  While the Fund’s direct financial assistance is generally not a 
major element of financing packages, for some countries its lending—most often through post-conflict 
emergency assistance or the PRGF—can also be an important catalyst for mobilizing other external 
support.  Fund staff is currently preparing a report that reviews support to post-conflict countries and 
other fragile states, and examines the adequacy of existing Fund instruments to meet the specific 
requirements of these states in terms of policy flexibility and capacity-building. 
 
 Our low-income agenda also addresses, in part, the recommendations made in the Independent 
Evaluation Office’s (IEO) evaluation of aid to sub-Saharan Africa.2 The IEO report acknowledges the 
important contribution of the Fund in improving the region’s macroeconomic performance.  But, it also 
recommends clarifying the Fund’s role in low-income countries, including in determining and mobilizing 
aid requirements of individual countries, and in working with development partners.  The report also 
suggests that Fund communications on aid and poverty reduction should better reflect the Fund’s policies 
and practice.  This recommendation, as well as that for broader outreach in low-income countries, will be 
considered as part of a review of the communications strategy.  The Fund’s Board will consider an action 
plan to address the recommendations of the IEO before the Annual Meetings. 
 
Bank-Fund Collaboration 
 
 The External Review Committee on Bank-Fund Collaboration3 has made a number of 
recommendations, including some that are particularly relevant to the work of the two institutions on low-
income countries.4 The main message of the Committee’s report is that improved collaboration will 
enhance service delivery to member countries, and that the institutions should seek to foster a culture of 
collaboration at all levels.  It notes that while current efforts have yielded results, and that there are many 
examples of good collaboration between the Bank and the Fund, there is scope for further improvement.  
The report has been made public, and has been presented to a joint meeting of the Boards of both 
institutions, and further discussed in separate informal Board meetings.  The President of the World Bank 
and I will bring specific joint proposals to the two Boards in the summer. 
 

                                                 
2  Independent Evaluation Office—An Evaluation of the IMF and Aid to sub-Saharan Africa (SM/07/68, 02/13/07). 

3  The Committee comprised Pedro Malan (Chairman), Michael Callaghan, Caio Koch-Weser, William 
McDonough, Sri Mulyani Indrawati, and Ngozi Okonjo-Iweala. 

4  Report of the External Review Committee on Bank-Fund Collaboration, (DC2007-0006, 03/28/07). 
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Reshaping Fund Surveillance to Make it More Effective 
 
 Effective Fund surveillance brings important benefits to all of its members—both developed and 
developing.  We are continuing to reshape and refine surveillance to ensure its sustained effectiveness in 
the changing global environment.  To serve the membership better, surveillance must be focused, candid, 
transparent, even-handed, and accountable, while dealing better with cross-country spillovers.  Since the 
Annual Meetings, significant progress has been made towards achieving these goals. 
 
 The framework for surveillance is being modernized.  The Board has found important areas of 
broad agreement in the review of the 1977 Decision on Surveillance Over Exchange Rate Policies and is 
building common ground where agreement is yet to be reached.  Three principles should guide any 
revision: (i) there should be no new obligations, and dialogue and persuasion should remain key pillars of 
surveillance; (ii) the Decision should pay due regard to country circumstances, and emphasize even-
handedness; and (iii) it should remain flexible, to allow surveillance to continue evolving. 
 
 The Executive Directors also exchanged views on a possible clear and high-profile statement of 
time-bound surveillance priorities to guide implementation and facilitate ex post monitoring of 
effectiveness, against the background of the existing accountability and independence framework.  In this 
connection, the Board agreed that a strengthened methodology for assessing the effectiveness of 
surveillance should be introduced in the context of the 2008 triennial surveillance review.5 There is a 
general view that the framework should ensure rigor, continuity, and strategic prioritization, drawing on 
the experience of comparable institutions.  
 
 Several innovations were introduced over the past year in the way the Fund implements 
surveillance, some on an experimental basis.  Lessons from the innovations will allow us to define and 
agree on a more modern format for surveillance, targeted to today’s globalized environment.  
Specifically: 
 

• The first multilateral consultation has provided a new forum for multilateral discussions on an 
issue of collective concern—global imbalances.  Candid and constructive policy discussions 
have taken place with China, the euro area, Japan, Saudi Arabia, and the United States.  
Interest has also been expressed in a second consultation on how financial globalization and 
innovation influence growth and stability. 

 
• At the bilateral level, surveillance is becoming more selective, identifying the most important 

risks facing members and focusing on core topics within the Fund’s mandate. 
 

• Regional surveillance has expanded, covering established currency unions and, through 
analytical work and technical assistance, additional regions. 

 
• Surveillance of the financial sector and capital markets is being strengthened and concrete 

steps are being taken to improve its integration with macroeconomic analysis.  Financial 
sector issues are being prioritized in surveillance at all levels: multilateral, regional and 
bilateral, with emphasis on analyzing the implications of financial sector developments for 
macroeconomic stability and growth. 

 
• Analytical tools are being used to capture cross-country spillovers and draw policy lessons. 

 
                                                 
5  Toward a Remit-Independence-Accountability Framework—Clarifying Accountability and Methodological Issues 
in Assessing the Effectiveness of Surveillance (SM/07/35, 1/22/07, and Sup. 1, 1/22/07). 
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• Methodologies for assessing exchange rate levels have been extended and their 
implementation broadened.  After the Spring Meetings, a discussion of an IEO report will 
provide additional insight into the Fund’s exchange rate policy advice. 

 
 Recent developments in financial markets and world trade have underscored the importance of 
the Fund’s role in multilateral surveillance.  In particular, the financial volatility seen in February this 
year highlighted the need for the Fund to continue its work on spillovers and a possible disorderly 
unwinding of global imbalances.  The Fund also continues to call attention to risks of renewed trade 
protectionism, and the role an ambitious Doha Round outcome could play in reducing these risks. 
 
Emerging Market Economies and Crisis Prevention 
 
 The Fund is making good progress in improving its support of emerging market economies.  
Many of these countries have moved from a program to a surveillance-only relationship with the Fund.  
This positive trend is likely to continue against a backdrop of favorable financial conditions and robust 
growth.  However, macroeconomic fundamentals still vary widely among emerging market countries and 
some vulnerabilities remain.  It would be therefore prudent for these countries to prepare for times when 
market access is more constrained and the risk of spillovers is higher. 
 
 In these circumstances, the Fund has been focusing on strengthening its diagnosis of 
vulnerabilities and the coverage of financial and capital markets to support emerging markets’ crisis 
prevention efforts.  In addition to the efforts described above to make surveillance sharper, a new 
methodology for assessing underlying vulnerabilities and exposure to crisis risks in emerging markets has 
been introduced. 
 
 A new liquidity instrument designed for crisis prevention is being considered.  This instrument, 
which would complement the existing instruments, would give confidence to potential users that 
sufficient access would be available in a crisis situation, while safeguarding the Fund’s resources and 
minimizing moral hazard. 
 
 After the Spring Meetings, work will concentrate on implementing the policy changes endorsed 
by our Executive Board and making sure they become mainstream, and on developing the policies 
required to follow up on the remaining recommendations of the MTS relating to emerging markets. 
 
Building Capacity and Institutions 
 
 As sound institutions and implementation capacity are critical for macroeconomic stability, 
growth, and poverty reduction, the Fund continues to provide policy advice and technical assistance (TA) 
in areas of its mandate.  These activities are also a major element in national and international efforts to 
strengthen governance, transparency, and accountability. 
 
 Work has continued on aligning capacity building more closely with the priorities of both the 
recipient members and the Fund.  We are taking steps to ensure that technical assistance and training 
respond to country needs, are coordinated with other providers, and are guided by appropriate priorities.  
The process for allocating technical assistance resources has been improved, including through the 
introduction of medium-term regional plans, which will be integrated with the budget process.  Further 
work has been undertaken on the role of Fund training, including continuation of the strategy of cutting 
training costs through co-financed courses at regional training centers.  Recognizing the critical capacity-
building needs of developing countries, a third AFRITAC—the Central Africa Technical Assistance 
Center—has been opened in Gabon, as has a seventh regional training program in India. 
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 The Fund’s TA is intensifying in some specific areas.  A strategy is being developed, jointly with 
the World Bank, to enhance capacity building in the design of medium-term debt strategies, both in 
emerging markets and low-income countries.6 Work is also underway on helping countries manage oil 
revenues, which complements Fund recommendations on resource revenue transparency and its support 
for the Extractive Industries Transparency Initiative.  Fund assistance also helps member countries 
promote a sound business environment, in particular through the development and maintenance of 
transparent and stable regulatory systems that are also conducive to efficient private sector activities.  
Areas of focus are pricing systems, exchange and trade regimes, and banking systems and regulation. 
 
Doha Negotiations and Aid for Trade 
 
 Rapid progress is needed in the Doha Round negotiations, as the present political window of 
opportunity may soon close.  Bilateral free trade agreements and other preferential trade agreements can, 
under the right conditions and if well designed, help open the global economy; however, they cannot 
substitute for the Doha Round or for national programs of trade liberalization and there is a risk that 
negotiations of preferential arrangements might detract from the Doha Round.  Successive multilateral 
trade rounds have secured expanded market access for developing country exports, contributing 
significantly to economic growth and stability in the developing world.  Moreover, the strong multilateral 
trade system erected through these trade rounds is particularly important for developing countries.  Many 
of the benefits from an ambitious Doha Round outcome would flow to low-income countries, where they 
are most needed.  But to fully exploit these potential benefits will require: (i) delivering on trade-related 
assistance (“aid for trade”), and (ii) complementing these steps by further trade and other reforms in the 
low-income countries themselves.  Trade reforms at home and abroad should be complemented by 
policies to help the domestic economy adjust to the pressures of globalization—including in such areas as 
education, the labor market, and social safety nets. 
 
Quota and Voice Issues 
 
 The Fund is moving forward with the second stage of quota and voice reform.  The first-round ad 
hoc quota increases, agreed in Singapore, aimed at strengthening the voice of four of the Fund’s most 
clearly underrepresented members: China, Korea, Mexico, and Turkey.  Work is now proceeding on the 
second stage to strengthen further the voice of our most dynamic members, many of which are emerging 
markets, through development of a simple and transparent quota formula that can guide a second round of 
ad hoc increases.  Equally important, work is underway toward enhancing the voice and participation of 
low-income countries.  A key element of this agenda is an amendment to the Fund’s Articles of 
Agreement that would, at a minimum, double basic votes for all members, and protect the voting share of 
low-income countries as a group.  The amendment would also ensure that the share of basic votes in total 
voting power remains constant in the event of future quota increases.  In addition, actions are also being 
taken to increase the staff resources for Executive Directors elected by a large number of member 
countries. 
 
 The Thirteenth General Review of Quotas was initiated through a decision to establish the 
Committee of the Whole.7 This review is expected to be completed by January 28, 2008. 
 

                                                 
6 Strengthening Public Debt Management Practices—Lessons from Country Experiences and Issues Going Forward 
(SM/07/111, 3/27/07). 
 
7 Committee of the Whole for the Thirteenth General Review of Quotas (EBD/07/4, 1/11/07) and DEC/A/12738.  
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Highlights of Ministerial Statements 
 
 
Statement by Mr. Agustín Carstens, Chairman of the Development Committee, Minister of Finance 
and Public Credit of México 
 
Global Monitoring Report 
 
 Ministers welcome the fourth Global Monitoring Report (GMR), which reaffirms the principle of 
mutual accountability on aid, trade, and governance.  They welcome the GMR’s stocktaking of progress 
toward the MDGs and applaud its focus on gender and fragile states as emerging strategic priorities.  
They particularly welcome the report’s attention to the qualitative side of international development 
goals, including the discussion of the quality of education and health services in poor countries and the 
proposal to introduce standards which should allow measurement of real progress. 
 
ODA and Aid Architecture 
 
 Ministers note that many donors are lagging in their commitments to raise ODA levels and that 
the financing gap in ODA volumes continues to be a constraint to development at a time when many 
countries are well placed to absorb increased aid flows.  Moreover, faster progress is needed if the 
promise made at Gleneagles to double aid to Africa by 2010 is to be fulfilled.  Ministers urge donors to 
fulfill their commitment to enhance the volume, quality, and predictability of aid and to improve 
harmonization and alignment around country-based programs in line with the Paris Declaration.  Many 
Ministers stress that long-term acceleration of growth cannot be achieved without bridging the huge 
infrastructure gaps in poor countries, increasing access to energy, and modernizing agriculture and 
industry.  If donors fulfilled their commitments to contribute 0.7 percent of GNP to ODA, these activities 
could be scaled up and the prospects for achieving the MDGs would improve. 
 
 Ministers note the evolving aid landscape, characterized by a proliferation of new sources of 
flows—emerging and new donors, private sources of aid, private investment, and remittances.  Ministers 
express concern about the increasing fragmentation of aid, with more vertical funds and tied aid 
challenging the principle alignment of aid behind country-led development.  They reiterate that 
improvement of aid alignment, coordination, and effectiveness is fundamental to improving results and 
they encourage all stakeholders to strive for further progress in implementing the Paris Declaration. 
 
Gender 
 
 Ministers welcome the GMR’s focus on gender equality both on the ground of fairness and as a 
means of accelerating poverty reduction and growth.  Ministers welcome the progress made on girls’ 
enrollment, but note that much remains to be done.  More than two-thirds of the 1 billion people living in 
absolute poverty are women, and in fragile states women are particularly vulnerable with respect to access 
to health, education, economic resources, and basic services.  The lack of progress is particularly striking 
in Sub-Saharan Africa.  Recognizing the economic opportunities lost by not facilitating women’s 
contribution to economic growth, Ministers commend the launching of the Gender Equality as Smart 
Economics Action Plan.  They encourage the Bank to commit the necessary resources to ensure full 
implementation of the plan in order to scale up support for the economic empowerment of women.  They 
call on the Bank to mainstream gender more systematically in CASs, improve donor coordination on 
gender issues, and enhance analytical and advisory activities on gender equality.  Ministers support the 
proposal to introduce additional indicators to measure progress on gender equality. 
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Fragile States 
 
 Ministers welcome the GMR’s emphasis on fragile states, characterized by weak institutions and 
governance and frequently associated with recent conflicts.  They note that making the transition from 
post-conflict recovery to development is a key challenge.  Ministers stress that the central objective of the 
Bank’s engagement in fragile states is to promote state building and capacity development.  They believe 
that the Bank’s efforts should be oriented toward enhancing institutional capacity and coordinating 
international aid.  They caution against establishing parallel institutions, thus impeding capacity building 
and institutional strengthening.  Ministers call on the Bank to coordinate closely with the UN, as well as 
bilateral, regional, and emerging donors, and to harmonize and align their aid with national development 
strategies.  They emphasize the importance of supporting non-state institutions and actors, such as civil 
society, in fragile states.  Many Ministers highlight the need to strengthen the Bank’s presence on the 
ground in fragile states and call on management to increase incentives to attract the most qualified staff 
with experience, skills, and country knowledge.  They add that a firm, long-term commitment, strong 
donor coordination, and aid predictability are also vital to improving outcomes. 
 
Trade 
 
 Ministers emphasize the importance of international trade as a driver of growth, sustainable 
development, poverty reduction, and progress toward achievement of the MDGs.  They call upon all 
parties to show the flexibility required to achieve a pro-development outcome.  They urge the Bank to 
resume its advocacy role to help create momentum for the resumption of the Doha Round to overcome 
market barriers that prevent developing countries from taking maximum advantage of the global trading 
system.  Ministers ask the Bank and the Fund to help strengthen and implement aid-for-trade 
mechanisms. 
 
Accelerating Development Outcomes in Africa -The Africa Action Plan 
 
 Ministers acknowledge the progress achieved to date in the implementation of the Africa Action 
Plan (AAP), which they view as an important tool for helping the continent reach the MDGs.  They 
welcome African countries’ progress in pursuing structural reforms and improving economic 
management.  Ministers also welcome the revisions to the plan designed to increase selectivity, improve 
the division of labor among donors, and enhance its results orientation, including the consolidation of the 
original 14 AAP themes into eight flagship areas of work.  They endorse the three cross-cutting themes of 
governance, environmental management, and development partnerships and the revised country 
classification into four categories:  conflict-affected countries, fragile states, poor performing economies, 
and better performing economies.  Ministers stress the importance of ownership, underscoring that the 
Bank’s point of departure should be countries’ own national development and poverty reduction 
strategies.  They emphasize that implementation should be coordinated with other donors and guided by 
an appropriate division of labor. 
 
 Some Ministers suggest that the plan should highlight the special roles of regional and South-
South cooperation.  Many Ministers feel that the Bank’s knowledge, skills and experience should be 
applied to the development of large-scale infrastructure projects, whose implementation requires joint 
effort and coordination among multiple players.  Additional key areas highlighted by Ministers for Bank 
attention include promoting greater coherence of national policies, improving debt management, 
enhancing debt sustainability, greater alignment of assistance from international financial institutions and 
other development partners with country-owned poverty reduction strategies, and more and better-quality 
investment in health and education  Ministers call for broad-based, long-term, and predictable financing.  
They encourage the Bank to reform and modernize its business processes, placing greater reliance on 
country systems.  They strongly endorse the AAP’s strategy for mobilizing additional development 
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partner resources, including from non-OECD/DAC and private donors, in accordance with the Paris 
Declaration. 
 
Strengthening World Bank Group Engagement on Governance and Anticorruption 
 
 Ministers support the Bank Group’s enhanced focus on governance issues and anticorruption.  
They welcome the elaborate and inclusive consultation process undertaken to produce a more balanced 
strategy.  They are pleased that the updated framework strategy upholds the principle of country 
ownership, affirms the significance of country assistance strategies as the main instrument for promoting 
governance and anticorruption, retains the performance-based allocation mechanism and other Bank 
resource-allocation mechanisms, and calls for strengthening rather than bypassing country systems.  They 
also welcome the reaffirmation that the Bank’s primary mandate is poverty reduction, that governments 
remain the Bank Group’s principal counterparts, that the Bank will remain engaged in all country 
circumstances, and that it will not act in isolation.  Looking ahead to implementation, Ministers encourage 
management objectively to apply the guiding principles laid down in the paper and to develop 
disaggregated, objective, and actionable governance indicators to ensure its implementation on a sound, 
fair, and transparent basis.  Some Ministers affirm that continued Board oversight of implementation will 
be crucial for the strategy’s success. 
 
Clean Energy for Development Investment Framework - World Bank Group Action Plan 
 
 Ministers affirm that energy is the essence of growth and development and that providing energy 
for development is at the heart of the Bank’s mandate.  They note that much of the future increase in 
demand will originate in developing countries, and that oil will continue to be the single greatest fuel 
source.  It is thus vital to create a framework that supports investment and innovation in clean energy 
technologies.  Ministers support the Bank’s revised Action Plan for the Clean Energy for Development 
Investment Framework (CEIFAP) and welcome the involvement of international financial institutions in 
this field.  They look forward to the development of coordination mechanisms to prevent fragmentation 
and duplication of effort.  They expect the Bank Group to expand its leadership of coordination efforts in 
the future. 
 
 Ministers welcome the Africa Energy Scale-up Plan, with the proposal to start with Senegal and 
Zambia as pilot countries.  They call on the Bank to increase financial resources to meet the energy needs 
of all developing countries and assist them in the transition to a low-carbon economy.  Many Ministers 
call for an increase in Bank support for renewable energy and energy efficiency activities in its energy 
portfolio.  Given energy financing needs of about US$165 billion per annum, some Ministers find the 
Bank’s ambition of raising lending to US$10 billion to be too modest.  Ministers encourage attention to 
efficient use of low-pollutant and fossil-efficient energy.  
 
 Ministers support the Bank’s activities designed to cope with the challenge of adaptation.  They 
support the shift from technical assistance for vulnerability assessments toward piloting of concrete 
projects to implement adaptation strategies.  Many Ministers support the idea of a carbon finance facility 
and encourage the Bank to take a leading role in defining the post-2012 climate-change agenda, although 
some other Ministers feel that anticipating international negotiations in this way could expose the Bank to 
reputational and fiduciary risk.  Some Ministers point to deforestation, which occurs disproportionately in 
developing countries, as a major cause of greenhouse gas emissions and urge the development of 
effective, mutually beneficial ways to avoid deforestation.  
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Fiscal Policy for Growth and Development  
 
 Ministers welcome the Bank’s analysis of ways to increase fiscal space for growth-enhancing 
expenditures as well as macroeconomic stabilization.  They welcome the report’s recognition that 
stabilization and growth are complementary and that fiscal policy should be used to foster pro-poor 
growth as well as promote stabilization.  They welcome the case studies, which illustrate best practices on 
fiscal policy that stimulates development and growth.  They agree with the conclusion that countries will 
need assistance in strengthening fiscal institutions.  They call on the IMF to be more proactive in helping 
countries create scope for additional public investment in infrastructure, education, and health.  Ministers 
point to the importance of a clear understanding of the concept of fiscal space for improving budget 
management at the country level and for achieving the MDGs.  They underscore the importance of 
tailoring advice on fiscal policy to country-specific circumstances, stages of development, and political 
economies.  Some Ministers call for further analysis to explore complementarities between social and 
infrastructure expenditures and to guide countries in balancing the use of fiscal space and non-
concessional borrowing to fund investments for optimum development outcomes.  
 
Voice and Representation 
 
 Ministers welcome the Update Report on Voice and Representation, which they find to be a 
useful review of options for enhancing the voice and participation of developing and transition countries 
in the Bank’s decision-making process.  Many Ministers recognize that governance structures at the Bank 
need to be reformed, although they acknowledge the continuing lack of consensus on the structural issues.  
Some Ministers call for greater development and transition country representation in senior management 
and greater openness and transparency in the process of selecting the heads of the Bretton Woods 
Institutions.  Some Ministers feel that the Bank should follow the IMF’s example of negotiating a 
package, adding that the outcome need not be the same given the two organizations’ distinct mandates, 
while other Ministers suggest waiting until the ongoing process at the IMF unfolds.  To facilitate 
consensus on governance reform within the Bank, some Ministers suggest discussing a comprehensive 
package that includes a selective capital increase, increases in shares in accordance with increased 
preparedness of countries to assume global responsibilities, an increase in basic votes, and full payment of 
IDA subscriptions.  In considering changes to the Bank’s governance structure, some Ministers stress the 
importance of safeguarding the Bank’s creditworthiness.  Ministers look forward to a report from the 
Bank further elaborating options for increasing voice and representation at the next Development 
Committee meeting.  
 
Bank-Fund Collaboration 
 
 Many Ministers welcome the report presented by the External Review Committee on Bank-Fund 
Collaboration, which they view as a good starting point for the work ahead, and look forward to concrete 
proposals from the two institutions to promote enhanced collaboration in future. 
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Prepared Statements Submitted by Members 
 
 
Statement by H.E. Ibrahim Al-Assaf, Minister of Finance, Saudi Arabia 
 
 At the outset, I would like to welcome our new Chairman, Mr. Agustin Carstens.  I look forward 
to working with him on the ever challenging DC agenda.  I also want to thank Mr. Alberto Carrasquilla 
for leading the Committee’s work during a period that witnessed important changes in the international 
development scene. 
 
 This year’s Spring Meetings are being held at a time of precipitating development challenges.  
With just eight years left to achieve the MDGs, global poverty (MDG 1) remains unacceptably high 
despite a remarkable progress in some countries.  Progress on other MDGs is uneven and slower than 
expected overall.  Infrastructure bottlenecks and severe resource constraints continue to impede 
development.  Aid fragmentation, slow progress on harmonization and coordination, and policy, capacity 
and governance deficits in many poor countries are challenges that call for urgent actions both by 
development partners as well as partner countries. 
 
Global Monitoring Report (GMR) 2007 - Confronting the Challenges of Gender Equality and Fragile 
States 
 
 The report has many key messages, insufficient progress toward the MDGs being the most 
critical.  While it is encouraging that the world is on track for halving poverty by 2015, there are many 
regional variations and downside risks.  The situation in Sub-Saharan Africa (SSA) remains troubling.  
There are evident uncertainties as to the actual delivery of committed aid, including additional aid, as well 
as the best disposition of existing aid resources.  The aid harmonization agenda is moving but much too 
slowly.  If countries remain off track as we get closer to 2015, the international community faces the risk 
of being perceived as short on both aid delivery and aid harmonization for improved effectiveness.  These 
are issues that require continued Bank attention through increased lending, knowledge dissemination and 
country-level coordination with development partners and recipient country governments. 
 
 Developing countries on their part also need to increase reliance on domestic resource 
mobilization.  They deserve commendation for the efforts to improve the environment for domestic and 
foreign private investment.  These efforts need to be sustained in view of the growing competition for 
foreign investment.  But poor countries cannot realize the full potential of increased investment unless 
market access for their products is enhanced through trade liberalization and withdrawal of domestic 
agricultural subsidies by developed countries.  I take note of the disappointing developments in trade 
negotiations but I remain optimistic about the eventual outcome.  I urge the negotiating parties to 
persevere as failure to conclude the global trade negotiations is not an option in today’s global 
environment. 
 
 I note the report’s key message that empowering women can help attain a number of MDGs.  
However, I stress the importance for the Bank to be familiar with, and sensitive to, local cultures. 
 
 I welcome the coverage on fragile states.  As the report convincingly shows, these are the very 
states that have demonstrated an inferior growth performance and lesser ability to meet the first MDG.  
They also appear to suffer more from aid fragmentation.  While I agree with the four-pronged support 
strategy for fragile states outlined in the report, the key issues of aid coordination and helping countries 
absorb available aid must be addressed at country level, and preferably in field.  The Bank is better placed 
than most to assume a proactive lead role in this regard. 
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 Finally, the report’s use of somewhat outdated data highlights yet again the need for improved 
statistical capacity in partner countries.  Without reliable and up to date data, it would not be possible to 
know how close we are to the MDGs at the end of 2015.  Moreover, some significant data on non-DAC 
aid, including from Saudi Arabia, is omitted.  
 
Accelerating Development Outcomes in Africa - Progress and Change in Africa Action Plan (AAP) 
 
 African governments deserve credit for pursuing structural reforms and improving economic 
management.  However, the challenges remain daunting and breaking away from poverty will require 
sustaining such efforts.  It is disappointing that, apart from debt relief and HIPC, delivering on the 
Gleneagles promises for doubling development assistance to Africa is seriously off track.  Even more 
disappointing is the status of global trade negotiations and consequent continued denial of greater market 
access to African countries. 
 
 I am pleased that the World Bank Group is committed to delivering promised results on most of 
the thematic areas of the AAP.  I appreciate the good progress toward a stronger private sector, 
infrastructure investments, expanding primary education and promoting regional integration.  I look 
forward to good development outcomes, building strong institutions and strengthening development 
partnerships.  I welcome that the 14 original AAP themes are to be consolidated into eight flagship areas.  
I also support disaggregating the infrastructure theme into three discrete focus areas of energy, transport, 
and water.  The special attention given to raising agricultural productivity in Africa is appropriate as well, 
considering that many of the poor and disenfranchised live in rural areas.  The explicit roles assigned to 
IFC and MIGA in implementing the adjusted plan is commendable as it would help achieve greater 
synergy within the Bank Group.  Nonetheless, I am of the view that the Plan should be more ambitious on 
building skills for competitiveness in a global economy, as well as on anticipated management targets and 
country outcomes. 
 
 I also welcome the affirmation that the Bank will help countries put together a menu of country- 
(and region-) specific financing options to attract additional resources for accelerated progress.  However, 
I regard aid harmonization to be critical both for its effectiveness as well as lowering the cost burden on 
recipient countries.  The need for improved data availability and quality, as well as internal incentives in 
both donor and government agencies, and more efficient and flexible processes is self-evident.  I 
encourage the Bank to reform and modernize its own business processes and place greater reliance on 
country systems, including support for strengthening these systems where needed. 
 
 Finally, I agree with the proposed new country classification, with the caveat that attention to 
better performers should not be at the expense of the least-performing economies.  Also, support for the 
slow-growing countries with weak institutions should go beyond capacity-building and include provision 
of additional resources for development. 
 
Clean Energy for Development Investment Framework 
 
 Energy is the essence of development.  And providing energy for development and improving 
energy access for the poor is at the very heart of the Bank’s development mandate.  It has been well 
established by research that the share of fossil fuel in total energy demand is about 80 percent; that much 
of the future increase in demand will originate in developing countries; and that oil will remain to be the 
single largest fuel constituting more than a third of the primary energy mix.  Clearly, fossil fuels would be 
the principal source for meeting energy needs in the foreseeable future, particularly in poor countries. 
 
 Based on the above facts, and in order to address the energy issues without placing the burden on 
any one group of countries, it is vital to create a framework that supports investment and innovation of 
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“clean fossil fuel technologies.” Securing access of the poor to such “clean fossil fuels” is a challenge that 
provides the justification for the Bank to play a proactive role in developing that framework, including a 
mechanism to facilitate transfer of new technologies to developing countries. 
 
 With regards to the report’s suggestions on transition to a low carbon economy, I am supportive 
of all measures to increase energy efficiency to help develop affordable and cost-effective approaches.  
However, I have continued misgivings about the Bank getting too entangled in carbon trading schemes 
especially in the absence of an assured long-term market, beyond the 2012 expiry of the Kyoto Protocol.  
The Bank should not get itself ahead of international negotiations on this issue.  Moving too precipitously 
into areas relating to climate change and carbon trading could expose the Bank to undesirable financial, 
reputational and fiduciary risks. 
 
 As to adaptation to climate change, I commend the increase in analytical and project work, 
especially the work on the Global Facility for Disaster Reduction and Recovery.  Such initiatives as the 
Caribbean Catastrophe Risk Insurance Facility are ground breaking innovations which probably lend 
themselves to replication in other regions.  
 
Options Paper on Voice and Representation - Final Update Report 

 
 I am supportive of the efforts to enhance the developing and transition countries (DTCs) voice 
and representation in the Bank’s decision making process.  I am sympathetic to strengthening DTC 
representation at the senior management levels, making the process for selecting the Bank’s President 
open and transparent, and improving Board effectiveness.  I also see potential for concrete actions on 
strengthening staffing of large Board constituencies.  I look forward to progress on these fronts. 
 
 On the other hand, suggestions on structural measures like voting structure have already been put 
on the DC agenda four times.  There were political concerns then and there are political concerns now.  
And there are no signs of emerging political consensus on any of the structural issues yet.  Given this, I 
remain skeptical about the feasibility of the structural options proposed for the second phase and see little 
merit in discussing this issue yet again at the present time.  I am not persuaded that there is an adequate 
case yet for the Bank proceeding in parallel with the Fund’s actions in this area.  As a matter of 
pragmatism I believe that the Bank should wait until the ongoing process unfolds at the Fund. 
 
Aid Architecture - An Overview of the Main Trends in Official Development Assistance Flows 
 
 I found the staff paper very useful and informative.  The focus on aid proliferation, fragmentation 
and coordination issues is timely, and I also welcome the stress on use of country systems to enhance aid 
efficiency and effectiveness.  However, in my view the paper could have been enriched by including 
information on two additional dimensions of the aid architecture: (i) quantification of the administrative 
and intermediation costs of aid delivery by bilateral donors and different categories of multilateral aid 
channels; and (ii) aid data and trends expressed in terms of net resource transfers to recipient countries 
with debt relief being counted only to the extent of the amounts that would have been due in a given year 
under the pre-debt relief repayment schedules. 
 
 Finally, as to the role of emerging non-DAC donors, particularly in Africa, this should be seen as 
complementary to, rather than competing with, the DAC donors.  As we get closer to 2015, any 
additionality in net aid should be welcome so long as it serves the cause of development of poor countries 
without giving rise to the issues of free riding and debt sustainability.  At the same time, I believe that the 
Bank and the Fund need to maintain a flexible stance on these issues to ensure that countries are not 
denied the fiscal space and opportunities to mobilize funding from non-traditional sources to finance 
quick-yielding high-return investments. 
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Strengthening World Bank Group Engagement on Governance and Anti Corruption (GAC) Strategy 
 
 I am pleased that following an elaborate process of internal and external consultations, the Bank’s 
Board has adopted what appears to be a balanced GAC strategy.  I particularly appreciate that the Bank 
will remain engaged in all country circumstances, acknowledging that the poor should not be made to pay 
twice; that government will be the Bank’s principal counterpart in implementation of the strategy; that 
countries will not be ranked on the basis of perceived GAC quality; that country systems will be 
strengthened rather than bypassed; and that a consistent approach would be followed across countries 
while tailoring the strategy to specific country circumstances.  I also welcome the prospect of continued 
Board engagement as the strategy and its implementation plans evolve. 
 
 Nevertheless, I would like to voice a few outstanding concerns, which should be addressed during 
implementation.  It is essential that the implementation plan conforms to agreed principles and is 
endorsed by the Board.  First, objective criteria will need to be used to determine how the strategy should 
be applied to different country circumstances, in order to ensure consistency and fairness across countries.  
In this respect, I urge that the work on developing disaggregated and actionable governance indicators 
should be accelerated.  Second, I see some disconnect between (i) the report’s assertion that CPIA would 
continue to be the basis for resource allocation to IDA countries and (ii) the implicit suggestion that 
lending could be scaled up or down based on a country’s GAC performance.  Given this disconnect, I 
urge that implementation plan clearly spell out how delivery against IDA’s performance based country 
envelopes would be assured in varying country circumstances.  Third, while I have no issue with the Bank 
engaging with a variety of stakeholders in client countries, interaction with non-government actors--such 
as media, NGOs and local communities--should take place in consultation with the government, and the 
government should be kept informed of the results of these consultations.  
 
Fiscal Policy for Growth and Development - Further Analysis and Lessons from Country Studies 
 
 I am pleased that fiscal space is presented not just as an instrument of macroeconomic 
stabilization but as a more comprehensive approach that embodies growth and poverty reduction 
concerns.  I fully agree with the conclusions that stabilization concerns and the narrow focus on reducing 
fiscal deficits had overshadowed attention to long-term economic development, particularly through 
productive investments in infrastructure.  It is well known from experience that over reliance on the 
private sector can retard infrastructure development in times of financial crises and adverse changes in 
investment climates, with adverse consequence to the poor.  I am, therefore, pleased to see that the case 
for investing in high return public infrastructure as a means to promote economic growth is well made, as 
is the case for using fiscal space to promote human development.  
 
 The country case studies presented in the report illustrate the complexity of fiscal policy design 
within a specific country context.  The analysis of the various options available to governments to 
generate fiscal space is indeed useful.  However, I believe that complementarities and the balance 
between social and infrastructure expenditures need to be better analyzed at country level and the results 
used to inform Bank CASs.  I would, therefore, have liked to see clearer and more practical guidance for 
countries to make a balanced use of fiscal space and non-concessional borrowing to fund high-return 
quick-yielding infrastructure investments for optimum development outcomes.  
 
 I agree with the call for more predictable aid with fewer conditions and earmarks, and to extend 
the time horizon of such aid to ensure more effective utilization.  I am pleased with the renewed calls for 
greater Bank-Fund upstream exchange of views on longer-term growth related aspects of fiscal policy.  I 
support the recommendations to enhance the timeliness and content of the Bank’s advice to countries to 
design more growth-oriented fiscal policy, including through enhanced analytical work.  I urge the Bank 
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and the Fund to collaborate closely at country level and render coordinated advice to countries such that 
stability and growth considerations are appropriately balanced in public expenditure programs. 
 
 
Statement by Mr. Ahmed Bin Mohammed Al-Khalifa, Minister of Finance, Bahrain8 
 
 As in previous years, the Global Monitoring Reports records insufficient progress towards the 
achievement of the MDGs, particularly in fragile states where one third of the world’s extreme poor 
reside, and with relatively mixed results for the gender MDGs.  Furthermore, in Africa, and despite good 
trends in economic growth, population increase, the reemergence of conflicts, the HIV-AIDS epidemic 
have left the number of poor at the alarmingly same level of 300 million.   
 
 Today - eight years before 2015 - we need to remind ourselves of the commitments made during 
Monterrey, and reaffirmed at the Gleneagles Summit – that based on the principle of mutual 
accountability, and as part of the international compact, developing countries, IFIs and donors, all need to 
partner effectively and predictably to deliver upon their respective commitments: developing countries 
towards improving performance, and donors towards scaling up aid flows, improving its quality, better 
policy coherence and better aligning their support with country strategies and systems.  While we 
acknowledge the significant global efforts to scale up resources for development, with the MDRI playing 
a key role in creating fiscal space, we remain concerned about the continuing uncertainty with respect to 
its financing.  In fact, this meeting, on the eve of the IDA15 replenishment negotiations, is an opportune 
time to underscore this need for predictable resources. 
 
 Within this context of the need for resources and policy coherence, we would like to highlight the 
gains derived from market access for products and services from developing countries.  It is critical that 
the Bank and the Fund continue their active advocacy role to overcome the market barriers that prevent 
countries from taking maximum advantage of the global trading system, and providing support to help 
overcome the supply side constraints that many developing countries face, and internal obstacles to export 
growth. 
 
 Mr. Chairman I would now like to turn to the two key themes of the Global Monitoring Report.   
 
 First of all is the issue of Gender.  Despite a quarter of all bilateral ODA allocated by sector being 
focused on gender equality, implementation has been disappointing with progress being greater in the 
social sectors.  The link between economic empowerment of women and economic performance remains 
a largely untapped opportunity for accelerating poverty reduction and economic growth.  This 'double 
dividend' gives a strong impetus to sustainable growth and will likely yield substantial benefits.  Hence, 
the need for a strengthened framework for promoting and implementing gender actions, one that would 
provide women access to financial resources through the financial sector and would mainstream gender 
into Bank country strategies and PRSs, as well as government budgets to ensure accountability in its 
operationalization and subsequent monitoring. 
 
 Within the discussion of gender, the GMR poses questions regarding the introduction of new 
indicators.  Despite the need for increased attention to quality issues in the health and education sectors, 
and for better monitoring of gender actions, caution must be exercised when proposing the introduction of 
new statistical measures and indicators, at this late stage.  In particular, the relatively weak capacity of 
                                                 
8  On behalf of Bahrain, Arab Republic of Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Maldives, Oman, Qatar, 
Syrian Arab Republic, United Arab Emirates, Republic of Yemen. 
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low income countries, the impact of diverting scarce resources away from achieving the universally 
accepted quantitative indicators, and the global effort required to secure such agreements must be taken 
into account.   
 
 The second theme that the GMR highlights is that of the development challenges facing Fragile 
States, and the extent to which their lagging indictors are compromising overall progress towards 
reaching the MDGs.  While some fragile states have successfully transitioned from weak institutions and 
conflict to sustained gains in growth and poverty reduction, most lag behind in trying to achieve the 
MDGs.  In addition, fragile states pose significant spill-over risks that could destabilize neighboring 
countries.   
 
 The donor community needs to continue supporting the institutional needs of such fragile states to 
help them achieve as many of the MDGs as possible, through innovative scaling up of development 
assistance, building up of capacity and enhanced field presence and regional approaches, to effectively 
deliver and monitor services to the people.  Given their relatively weak institutional capacity, such 
interventions need to be closely coordinated, within the context of their respective mandates and 
comparative advantages, so as to avoid overloading or undermining the challenged governmental systems, 
and to ensure close dialogue and predictable financing.  In particular, the coordination and division of 
labor, with UN and bilateral organizations leading peace-and security- building efforts, is crucially 
important.  The World Bank should measure its comparative advantage relative to other donors and 
agencies before scaling up in this area, as envisioned under its framework for rapid response and long 
term engagement in fragile states.   
 
 Mr. Chairman, this brings me to the critical issue of the International Aid Architecture.  The 
increase in the number and range of non-traditional donors, and the variety of instruments being utilized 
has changed the international aid landscape.  Support from regional multilateral development agencies is 
an increasingly important part of this evolving panorama affording developing countries a wider range of 
effective partnerships in support of their development efforts.  This broader constellation of donors offers 
new opportunities for filling existing and urgent financing gaps, particularly in infrastructural 
investments, while enhancing ‘South-South’ cooperation and collaboration.   
 
 Yet, despite these significant benefits, the aid architecture has increased in complexity and 
fragmentation.  The risk is that of the increased transaction costs, that the relatively weak capacity of 
developing, and particularly, the lower income countries, would need to bear, as well as a misalignment 
with the country’s own development priorities and agenda. 
 
 Therefore, it is important for the Bank and IFIs to clearly define their role in this more 
complicated arena.  A starting point could be the conducting of a detailed analysis on the causes, nature 
and modalities of this trend to better define the respective comparative advantage and areas of work of 
each donor in the arena.  A concrete strategy, based on a clear division of labour between the IFIs and 
non-traditional donors, with a roadmap of specific proposals, that is well integrated with country based 
development strategies and priorities, including outcomes to be achieved on the ground would then need 
to be devised.  Such a strategy would necessarily need to be situated within the Paris Declaration on Aid 
Effectiveness with its key principles of ownership, alignment, harmonization, managing for results and 
mutual accountability.   
 
 Crucially, coordination neither implies that the World Bank becomes the lead donor in every 
country and in every sector, nor that its rules and regulations are to be followed under all circumstances. 
The use of country systems needs to be encouraged in those countries where they are of sufficient quality, 
while in institutionally weaker countries, the Bank needs to work together with other donors under the 
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leadership of the developing country on a single national development strategy and agree on a clear 
division of labour, based on relative strengths and weaknesses. 
 
 The need for donor coordination is particularly crucial to ensure aid effectiveness and to 
accelerate the pace of progress towards the attainment of the MDGs, which is a core objective of revised 
Africa Action Plan, to which I will now finally turn. 
 
 The greater selectivity, accountability and sharper focus of policy outcomes introduced in the 
revised AAP, with its eight flagships and three crosscutting themes is welcome.  The proposed 
framework also needs to be founded on the Bank’s country-based model and nationally-owned poverty 
reduction strategies (PRS) to ensure that Bank’s limited resource and expertise are aligned with client 
needs.   
 
 The new country classification with its increased attention to resource-rich and fast growing 
economies – the better performing ‘cheetahs’ - is expected to stimulate positive spillover effects, a better 
targeting of the constraints to growth, and more efficient implementation of the Plan.  Yet, this could shift 
away from the Bank’s traditional country-led approach and performance based resource allocation 
system, and negatively impact the weaker performing fragile states.   
 
 From amongst the flagship themes listed, we would like to focus on agriculture and private 
sector development.  Raising agricultural productivity in Africa is a fundamental means of reducing 
poverty and improving growth, as it would target Bank’s support to rural Africa where most of the poor 
and disenfranchised live.  In addition, there needs to be closer integration between agriculture, private 
sector enhancement and trade.  This modernization of agriculture in Africa could benefit from synergies 
with CGIAR efforts in the area of agricultural research, improved technical support and the availability of 
quality.  In addition, strengthening the African private sector is critical, given current deficiencies in the 
investment climate and limited access to finance for small and medium enterprises (MSME).  In this 
regard, the World Bank needs to build synergies within its various entities – MIGA and IFC – to increase 
its effectiveness in these sectors.  Another critical aspect for stronger development impact and 
competitiveness in Africa is the promotion of regional cooperation and collaboration - in infrastructure 
and regional public goods.  The identification of specific and measurable country-driven targets would 
enhance this mainstreaming of regional collaboration into Bank work.   
 
 Finally, I would like to turn to the interesting background documents submitted for our 
information.  We take note of the report from the Board on the Bank’s Governance and Anti Corruption 
Strategy.  The continued oversight of the Board of its implementation will be crucial for the success of 
this Strategy, given its impact on the Bank’s work and client relationship.  While we continue to consider 
the 1989 Concordat as a good basis for cooperation, we look forward to a discussion of the Report of the 
External Review Committee on IMF-World Bank Collaboration at the next meeting of the Development 
Committee, as well as clarity on the Management Response to the recommendations.  While the paper on 
Fiscal Policy for Growth and Development: Further Analysis and Lessons from Country Case Studies 
offered a useful framework of the actions necessary to improve the growth impact of fiscal policy, it 
could have been further nuanced with a sociopolitical analysis, as well as a discussion on the role of 
public-private partnerships in addressing obstacles to growth.  Further analytical and operational actions 
in support of carrying out this important work would also be helpful in this regard.  
 
 Mr. Chairman, I would like to conclude by reiterating a key point of my intervention.  The 
emerging aid landscape offers the potential for flexible and efficient provision of support for developing 
countries efforts to achieve the MDGs, provided some of the potential risks are mitigated.  However, this 
window of opportunity would be missed if the Monterrey Commitments to scale up aid and improve its 
effectiveness are not respected.  The international community must therefore strengthen its efforts to 
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provide predictable and additional support to use country systems, and coordinate their procedures and 
support in alignment with recipient country priorities.  In this context a concerted effort to address the 
unique challenges faced by fragile states is paramount. 
 
 
Statement by Mr. Hilary Benn, Secretary of State for International Development and 
Mr. Gordon Brown, Chancellor of the Exchequer, United Kingdom 
 
 This is a world of immense wealth and potential, yet for billions of people it’s a world denied.  It 
is a world where the poorest nations share just half a per cent of world exports. And it is a world where 
livelihoods and health depend on knowledge, yet nearly 80 million children will not go to school this 
year.  
 
 A majority of those children will be girls – a fact that helps to ensure that two thirds of the 
world’s 800 million adults who cannot read and write are women.  Often girls cannot go to school 
because their families lack access to safe water, so they must spend their time fetching and carrying water 
over large distances.  These girls are likely to pay a very high personal price for their exclusion: girls who 
have not been to primary school will grow up to earn less, have less healthy children, and, in Sub-Saharan 
Africa, will be more likely to be HIV positive.  In fact, in some countries, young women are almost three 
times more likely to be HIV-positive than men of the same age, due to lack of financial security, a lack of 
education and lack of status and rights.   
 
 Climate change, which most affects those least responsible for it, is likely to make many 
development problems worse.  Already a third of the world’s people live in countries without enough 
water, and by 2025 it may be two thirds.  
 
 Nowhere are these complex and intertwined challenges posing as great a threat to achievement of 
the Millennium Development Goals (MDGs) as in Africa.  It is in Sub-Saharan Africa—where, on current 
trends, most countries will miss all or most of the MDGs—that our resolve to eradicate poverty will is 
being severely tested.  It is in Sub-Saharan Africa—home to the majority of fragile states—where too 
many governments lack the capacity to deliver services and security, and where the poor are most 
vulnerable. It is here where the unpredictable actions of development agencies and donors have their 
greatest impact, and where the international community’s support is insufficient given the vast needs.  
 
 Tackling these challenges requires a significant and rapid increase in aid.  The world recognised 
this in 2005 when we pledged to provide an extra $50 billion a year by 2010.  Some progress has been 
made on delivering this extra aid, but not enough.  We must all live up to our promises and deliver what 
we said we would deliver.  We believe that innovative financing mechanisms will be a vital part of this.  
The International Financing Facility for Immunisation has begun to deliver the $4 billion that will prevent 
5 million childhood deaths.  And we welcome the recent launch of the pilot project for the Advance 
Market Commitment for vaccines. 
 
 The international development system has become increasingly complex – if we are to deliver aid 
effectively and without imposing great administrative burdens on partner countries, we have a 
responsibility to better coordinate our efforts and work in a more collaborative way, complementing 
rather than counteracting each other.  We must discuss with developing countries their priorities through 
Results and Resources Processes.  And we must deliver aid in long-term, predictable ways, enabling 
partner countries to effectively design and implement their development plans.  But partner governments 
have a responsibility too – their plans must prioritise the poor and vulnerable and they must spend their 
money effectively, transparently and accountably.  The World Bank and the IMF have leading roles to 
play in making the international development system more effective.  They must become more 
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representative of their members and more responsive to their needs if we are to accelerate progress 
towards achieving the MDGs.  We cannot afford to fail as too many people’s futures rest on all of us—
developed and developing countries and international agencies—making good on our promises. 
 
Global Monitoring Report 2007: Confronting the Challenges of Gender and Fragile States 
 
 The Global Monitoring Report (GMR) is a comprehensive overview of recent progress towards 
the MDGs and of the many development challenges that the world still faces. Despite progress, nearly one 
billion people remain in extreme poverty.  All regions are off-track to meet the target for reducing child 
mortality; one-third of all children in developing countries are underweight or stunted; and half the people 
in developing countries lack access to improved sanitation. We are also still far from achieving the MDG 
on gender equality. Without progress in this area we are unlikely to achieve most of the other 
development goals, including MDG 1 – eradicating extreme poverty and hunger.  Therefore we welcome 
the central messages on gender equality and greater empowerment for women and the need for more 
assistance for the poor in fragile states.  And it is timely for the Bank and other donors to review how aid 
is mobilised and delivered both at the global level and in-country, and how we can most effectively work 
together to achieve the MDGs. 
 
Gender Equality 
 
 The stark fact is that most of the world’s poor are women and part of what keeps them poor is the 
gender discrimination that they face.  Achieving gender equality is vital for reducing poverty, by 
empowering women to fully contribute to, and fully benefit from, economic growth and development.  
 
 Concerted and sustained action by the international community is needed to strengthen work on 
gender equality in every sphere.  Not just in health and education, where there has been some real 
success, but also in economic growth, climate change and governance - areas where gender equality has 
sometimes been overlooked and where the Bank has a major role to play.  The UK has made a 
commitment to give greater priority to work in support of gender equality and women’s empowerment, 
and we have set out in detail, in our recent Gender Equality Action Plan, how we will do this over the 
next three years across every area of our business. 
 
 We welcome the Bank’s launch of its Gender Action Plan, ‘Gender Equality as Smart 
Economics’ (2007-2010), in recognition of the need to strengthen the focus and impact on gender equality 
and women's empowerment in its work.  We support the plan's aim to promote women's economic 
empowerment which is still too often seen as a secondary objective rather than a core part of development 
practice.  There is now ample evidence that women’s empowerment increases overall growth and 
economic development by improving labour markets, developing new businesses and enterprise, and 
raising agricultural productivity.  The importance of increased efforts to promote women’s economic 
empowerment was underlined by the High Level Conference on Women’s Economic Empowerment 
which took place in Berlin in February.   
 
 We agree that the economic focus of the Plan is consistent with the Bank’s comparative 
advantage, but at the same time, it is important that the Plan leads to greater engagement on gender 
equality and better outcomes for women across the full range of Bank operations.  The objectives of the 
Plan need to be reflected across Bank programmes and lending – they must lead to an increase in funding 
in support of gender equality objectives and to strengthened dialogue on these issues with partner 
countries.  We also encourage the Bank to ensure that its internal incentives, systems, processes and staff 
capacity support and promote a strengthened emphasis on gender equality and women’s rights. 
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 We will work with the Bank on gender equality, including through joint working on Gender and 
Growth Assessments with the IFC, particularly to improve the evidence base that links women’s 
empowerment and equality to overall development goals, and on training and guidance for staff. 
 
Fragile States 
 
 Fragile states have 9% of the population of developing countries, but account for 27% of the 
extreme poor, nearly one-third of child deaths, and nearly a third of children who do not complete 
primary school.  They pose an enormous challenge both in terms of the human development needs and the 
consequences of inaction.  But despite this depth of poverty, some fragile states receive relatively little 
assistance and the aid that is delivered to fragile states is not always delivered effectively. 
 
 The recently agreed OECD-DAC Principles for Good International Engagement in Fragile States 
and Situations (DAC Principles) are vital to getting the collective response right.  The Bank must remain 
engaged in fragile states and must work in collaboration with other development partners on how the 
DAC Principles can best be implemented. It should lead discussions in country to assess current practice 
against the Principles and identify areas for improvement.  
 
 In line with Principle 10 to ‘avoid pockets of exclusion’ the Bank should work with other donors 
to ensure that aid is more systematically allocated to those countries in greatest need.  As part of this, the 
Bank will need to review the system for allocating resources to fragile states.  The Bank should also 
provide information on forward commitments of aid flows and use the DAC’s work on monitoring 
resource flows to fragile states to inform discussion at consultative group meetings. 
 
 It is important that the Bank improves its own operational effectiveness in fragile states, by, 
among other things: working more effectively with other agencies, particularly the UN; implementing its 
new operational and human resource policies and reviewing how it could be better organised to respond 
to the challenges faced by fragile states. 
 
 A proven way to increase effectiveness is to devolve more staff and decision-making to the field.  
We note the recent targets the Bank has set itself, but it could be more ambitious in increasing more 
quickly the number of staff posted to the field and the timeframe over which they will be posted.  
Incentives to work in fragile states need to be strengthened immediately so that work by staff in such 
situations is better recognised. 
 
 We support the Bank’s view that state-building must be the central objective in fragile states – to 
build institutions, develop and sustain capacity and improve governance.  The Bank should work with the 
UN Peace Building Commission to identify state-building and peace-building performance indicators in 
fragile states. 
 
International Aid Architecture 
 
 With the emergence of large vertical funds, stronger Regional Development Banks and private 
foundations, the past decade has seen a proliferation of aid providers and increased fragmentation of the 
international aid effort.  Recipient countries now have a greater choice of providers and types of 
assistance, but they also face an increased burden of managing aid from multiple sources, and aid that is 
increasingly earmarked for particular purposes, some of which is not always consistent with a country’s 
own development priorities.  The Bank and the other International Financial Institutions (IFIs) must 
consider the implications of these changes for maximising the value of their work for partner countries.  
This will include looking closely at where they have comparative advantages and where they should 
allow other agencies to take the lead.   
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Scaling Up 
 
 UK Official Development Assistance (ODA) increased last year by £928 million (15.7%).  Our 
bilateral ODA to Sub-Saharan Africa rose from £2.07 billion to £2.91 billion, an increase of 40.6 per cent.  
We are on track to meet our commitment to spend 0.7% of GNI on ODA by 2013.  But, as the GMR 
clearly describes, overall increases in ODA have been slow and we are concerned that the international 
community has made little progress on planning or coordinating the scaling up of aid.   
 
 We agree with the Bank that their proposed Results and Resources Process (RRP), now 
developed by the Netherlands/Sweden initiative, should be the key mechanism for scaling up aid, 
including in under-aided countries and fragile states.  The benefits of the RRP in countries like Ghana 
have included greater country leadership, more resources, fewer projects and programmes, and better aid 
harmonisation and alignment around partner government priorities.  We encourage the Bank to build on 
this success by setting out a more ambitious programme of RRPs across all of its partner countries.  These 
should be led by the partner countries, who must lead their own development without externally imposed 
policy conditions.   
 
 Donors must also make aid more long-term and predictable, giving our partner countries long-
term aid flow projections as a basis for planning.  The UK is moving towards 10-year agreements with 
our partner countries.  The Bank should continue to better align the priorities of its Country Assistance 
Strategies and Joint Assistance Strategies with a country’s own development plans, based on a clear 
division of labour at the country level.  The Bank should also look to harmonise the timeframes of its own 
strategies with those of national development plans and make more use of its own long-term instruments, 
especially for recurrent costs in social sectors.  Such an approach will strengthen national systems 
and make Bank financial assistance more predictable and effective.   
 
Conditionality 
 
 Conditionality is essential to ensure accountability.  But we must learn from experience and past 
mistakes, and ensure that we apply the right kind of conditionality. The UK bases its decisions on shared 
commitments to poverty reduction, respect for human rights and international obligations, and 
strengthening accountability, including fighting corruption.  We urge others to consider the approaches 
they use.  The Bank’s Good Practice Principles (GPPs) on conditionality reaffirm and strengthen the 
Bank’s commitment to ensuring government ownership of the programmes financed by the Bank, and 
reflect a commitment to address other concerns such as the number of conditions used and their 
transparency.  We place great importance on Bank management ensuring that the GPPs are consistently 
followed and we are encouraged by the Bank’s full report on their implementation.  However, further 
efforts are still needed.  The UK’s contribution to IDA 15 will depend, in part, on the Bank’s continued 
progress on improving its performance on conditionality.  The Bank must consult developing countries 
and their views must be a central part of the next implementation report, due in the autumn. 
 
Debt 
 
 There has been continued progress on debt cancellation since last autumn.  Sierra Leone and Sao 
Tome and Principe have now completed HIPC, bringing to 22 the number of countries receiving 100% 
debt cancellation under the MDRI (24 including the two non-HIPCs receiving relief from the IMF).  Eight 
other countries are receiving interim relief.  We remain committed to the full implementation and 
financing of HIPC and the MDRI, and we look forward to seeing those countries who wish to seek debt 
relief making progress through HIPC.  
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 Liberia has made impressive progress over the past year in building peace and stability.  It should 
receive debt relief, and we need to clear the outstanding IFI arrears as soon as possible, using existing 
resources where appropriate and supported by donor contributions on an equitable basis.  The UK is ready 
to play its full part in this and to pay our fair share of the necessary donor costs.  In addition to support for 
Liberia, the Bank should continue to work to develop a comprehensive framework for arrears clearance 
that would allow other countries with protracted arrears to receive assistance when appropriate. 
 
 All creditors must participate fully in the HIPC Initiative.  Without full participation on the 
assumed terms, many countries will not get the resources they expect to finance their poverty reduction 
goals.  We urge the Bank and Fund to compile a “scorecard” of creditor participation in the HIPC 
initiative.  The scorecard should also track progress in donor commitments to finance the costs of HIPC 
and MDRI, and should be published every six months. 
 
 Recent years have seen legal action against HIPCs by so called vulture funds – these actions 
divert scarce resources away from poverty reduction and threaten to undermine the efforts of the 
international community to provide debt relief.  All governments and countries have a social 
responsibility to help avoid the risk of litigation against HIPCs.  The IDA Debt Reduction Facility is an 
important part of this, allowing countries to buy back their commercial debts at a significant discount.  
We welcome its extension to 2012 and call on commercial creditors to participate in its operations. 
 
 The full value of debt relief is realised only if the savings are spent well.  We urge countries that 
have received debt relief to use these resources so that they benefit the poor, and to make public how debt 
relief savings have been spent. 
 
 Additional financing is clearly required if we are to reach the MDGs and support faster economic 
growth and development.  For most low income countries, concessional borrowing will be a relevant form 
of donor support, but it is important that countries do not reaccumulate unsustainable levels of debt.  
Robust debt management is needed and all new borrowing should be on appropriate terms, and the funds 
used for productive purposes.  The primary responsibility for borrowing lies with countries themselves 
and we welcome the Bank’s proposal to increase its support for governments to manage their debt 
effectively.  At the same time it is essential that creditors lend responsibly and they should use the Debt 
Sustainability Framework (DSF) to guide their decisions.  OECD and other creditors are working to 
strengthen guidelines on new lending to HIPCs.  The Bank and the Fund must also support stronger 
creditor coordination, and must continue their work to disseminate the DSF to all official creditors, 
including export credit agencies.   
 
 The UK believes that all of the poorest countries that can use the savings from debt relief for 
poverty reduction should be eligible for 100% debt relief.  The UK will continue to pay its share of the 
debt service owed to the World Bank and African Development Bank by low-income countries that meet 
the criteria.  We urge others to join us in this effort. 
 
Education 
 
 Education is one of the most cost-effective ways that a country can support long-term 
development, enhancing economic growth and improving health outcomes.  Progress has been made 
towards the education MDGs, but the pace remains too slow to achieve universal primary education by 
2015.  Global enrolment in primary education has increased from 596 million in 1991 to 682 million in 
2004 – more than 86 million extra children – but there are still 77 million primary aged children 
worldwide not enrolled in school, of whom 44 million (57%) are girls. And at secondary level, the gender 
gap widens further.  The highlighting in the Report of girls being doubly disadvantaged and the focus on 
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needs in fragile states are pertinent.  The Bank must also acknowledge more strongly the importance of 
addressing disabled children’s access to education. 
 
 We welcome the Bank’s work, together with the European Commission and the UK, to organise 
the high level education conference, to be held in Brussels on 2nd May.  At the conference, the Bank must 
help galvanise further attention on achieving more, better and faster aid for education by outlining its 
plans for scaling up in education.   
 
 We appreciate the Bank’s continuing support to the Education For All Fast Track Initiative.  Its 
internationally agreed framework is helping countries to secure additional funding for credible long-term 
education sector plans.  We welcome the Expansion of the Catalytic Fund so that more countries will 
benefit. 
 
 With more than 30 million children out of school in fragile states, the UK has launched a new 
Education Beyond Borders initiative to help ensure that education needs are met in humanitarian 
emergencies, working together with UNICEF and Save the Children.  The UK’s support includes a £20m 
grant to UNICEF to deliver education in emergency, conflict and post-crisis countries, and to support the 
UN cluster for education.  
 
Health 
 
 We welcome the Bank’s new health, nutrition and population strategy, and its intention to assess 
how it can work more effectively with global health partnerships to deliver it. We also welcome the 
Bank’s renewed commitment on population policy and sexual and reproductive health in high-fertility 
countries.  The Bank and its partners must strengthen the visibility of family planning and the 
International Conference on Population and Development agenda.  The Bank must also provide more 
detailed plans on how it will implement the strategy, including how it will hold itself accountable for 
delivery, particularly on harmonisation with other agencies.  The strategy must also be properly resourced 
to deliver long-term, predictable support for improving health systems. We expect this information to be 
provided ahead of the Board’s consideration of the strategy. The importance of sexual and reproductive 
health to tackling AIDS must be appropriately reflected in the Bank’s forthcoming AIDS strategy. 
 
Environment and Climate Change 
 
 The environment and natural resource use create both huge opportunities and challenges for 
development.  Climate change presents serious threats to ecosystems, economies and ultimately people’s 
lives.  The impact is already being felt in some of the world’s poorest countries.  The Bank must become 
a leading advocate of action to flight climate change – challenging richer countries to act, and supporting 
developing countries to play their part in designing an international agreement that helps them grow and 
tackle climate change.  
 
 The UK strongly supports the World Bank's continued work with the Regional Development 
Banks and the private sector on an Investment Framework for Clean Energy and Development.  We 
welcome the World Bank Group Action Plan on taking forward the Investment Framework.  This is a 
strong platform from which the Bank can make the necessary step change in its activities to help address 
the challenges of climate change.  We look forward to considering a paper at our October meeting, which 
sets out clearly a higher level of ambition for funds flowing through the Clean Energy Investment 
Framework for energy access, transition to a low carbon economy and adaptation to climate change.  The 
Bank should set a range of new investment and outcome targets that reflect the scale of the challenge, 
including a higher target for renewables.  The Bank and the Multilateral Development Banks must also 
develop an effective joint approach to bring together their clean energy investment framework initiatives. 
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 The UK has created an Environmental Transformation Fund (ETF) to enable developing 
countries to achieve and sustain poverty reduction through better environmental management and help 
them address environmental challenges, above all climate change mitigation and adaptation.  The ETF 
will provide £800 million over three years from 2008 to support both bilateral and multilateral 
instruments and programmes – such as the international financial institutions' Clean Energy Investment 
Framework.  An initial £50 million from the ETF will be allocated to support proposals by ten Congo 
Basin countries to help them manage the regions’ forests for developmental and environmental benefits. 
 
Accelerating Development Outcomes in Africa – Progress and Change in the Africa Action Plan 
 
 Progress towards the MDGs is lagging in most Sub-Saharan African countries, despite recent 
improvements in economic growth in many parts of the region.  The Bank must give a strong lead across 
Africa, to help deliver the MDGs, promote growth and strengthen health and education systems.  It is vital 
that no country is left behind and that the Bank provides support to all African countries so that they can 
make progress in delivering their poverty reduction goals.   
 
 The challenges posed by populous, poor countries and fragile and post-conflict states in Africa 
means that they warrant special attention by the Bank.  The Bank’s role is unique in these settings: it has 
global knowledge which allows it to provide an overview of the challenges and the spectrum of possible 
solutions, and has the ability to lead a coordinated donor response to them.  That is why it must focus its 
resources where there is greatest need and measure its success by the number of people lifted out of 
poverty—that is, after all, how we have agreed to measure our collective effort.  Effective implementation 
of the Africa Action Plan will require further and increased devolution of staff and decision-making to the 
field.  
 
 It is vital that the Bank responds to and supports country's own development priorities through a 
country-based approach.  Country Assistance Strategies must be the Bank's business plan for helping 
countries implement their poverty reduction strategies and the Bank must support greater use of country 
systems.  The Bank must also adapt its instruments to meet developing country needs, including in 
Middle Income Countries where there are huge funding gaps. 
 
 We welcome the priority given to the health-related MDGs in the Bank’s Africa Action Plan 
report.  Strengthening health systems is one of the greatest challenges facing African countries today.  
The Bank should prioritise strengthening these systems rather than focussing on disease-specific multi-
country projects, which risk undermining the long term effectiveness and sustainability of national health 
systems.  
 
 Progress has been made on increasing access to primary education but millions of primary aged 
schoolchildren in Africa still do not go to school.  Strengthening secondary and tertiary education is 
important, but access to effective primary education for all African children must remain the Bank’s 
education priority. 
 
 The Bank must play a strong role in tackling climate change in Africa.  Bank projects must be 
made ‘climate proof’ and it should do more to help countries mitigate and adapt to the impacts of climate 
change.  In particular, the Bank could do more to mobilise public and private financing for renewable 
energy programmes and strategies.  
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Strengthening Bank Group Engagement on Governance and Anticorruption 
 
 Capable, accountable and responsive states that deliver services to the poor, promote economic 
growth, and tackle corruption effectively are vital for achieving the MDGs.  We welcome the Bank’s 
revised strategy on governance and anticorruption and the statement of Guiding Principles.  It has clearly 
benefited from the extensive consultation that has taken place since Singapore and is undoubtedly a 
stronger document for it. 
 
 The strategy implies a change in the way the World Bank Group does business.  It is therefore 
important that the Bank now provides a strong and credible plan for implementation of the strategy, 
including how it will deliver the required culture, budgets and incentives.  The Bank must allocate 
resources to carry out the work on governance and will need to provide managers and staff with clear 
guidance and the incentives and motivation to tackle governance issues.  The plan should address staffing 
levels and location, and the skills and training needed to operate effectively in challenging governance 
environments.  Implementation will also require greater support for and use of country monitoring and 
evaluation systems.  The Executive Board will need to continue to oversee the strategy’s implementation. 
 
Options Paper on Voice and Representation 
 
 Developing countries are under-represented at the Bank, and should have more say in the policies 
and programmes that affect them.  The first phase of the IMF’s voice and governance reforms were 
completed in September and a second phase is now underway in line with the IMF Governor’s resolution.  
 
It is vital for the credibility and effectiveness of the Bank that it reforms too.  We must agree changes that 
give the poorest countries a stronger say in how the Bank is run.  The Options Paper on Voice and 
Representation is a helpful first step in this regard.  We agree that all the elements of the proposed first 
stage reform package should be implemented quickly, including that the President should be selected in a 
transparent and meritocratic process.  We strongly support the proposal that the technical work which will 
necessarily inform the contents of the second stage should begin in earnest.  We look forward to 
considering a further paper, with a more substantive package of reforms and a timetable for their 
implementation, at our next meeting in October 2007. 
 
Fiscal Policy for Growth and Development 
 
 We support a stronger focus on ensuring that fiscal policy plays its role in supporting growth and 
poverty reduction in the implementation of national development priorities.  This should be a cornerstone 
of the Bank’s work.  Effective and extensive collaboration between the Bank and Fund is essential to 
deliver sustained growth backed by macroeconomic stability.  This requires a joint framework which will 
provide practical, timely and coordinated assistance to developing countries.  Revenue mobilisation and a 
better understanding of tax systems is another area where collaboration with the Fund is required to 
provide spending and revenue options that deliver stability, better services and stronger growth.  Work 
needs to inform governments on policy options and their effects on the tax base, on sustained 
improvements to key public services, and on the private sector, which is a vital engine for growth.  More 
informed analysis will strengthen governance and accountability as developing countries balance fiscal 
policy choices to meet their needs.  
 
Report of the External Review Committee on Bank - Fund Collaboration 
 
 Better collaboration and clearer organisational responsibilities will improve the effectiveness of 
both the Bank and the Fund, particularly at country level.  Both organisations should view the Malan 
report as a prompt for practical measures to implement a more cooperative culture and improve 
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collaboration in areas where institutional responsibilities overlap.  The establishment of a strong 
collaborative culture in both institutions should also include more consistent and effective coordination 
with developing countries, donors, and other organisations.  This demands a strong and sustained 
commitment from the management of the Fund and Bank to the importance of better cooperation.  
 
 Low and middle income countries need access to finance, advice and technical assistance from 
both institutions.  As well as providing appropriate advisory resources for low-income countries, the IMF 
should continue to ensure that long-term finance is available for low income members that seek 
assistance. 
 
Water and Sanitation 
 
 Over 1.1 billion people do not have access to safe drinking water and 2.6 billion people lack 
access to basic sanitation, yet safe and affordable water and sanitation are vital for improving people’s 
lives and achieving the MDGs.  We need coordinated global action, and global accountability if we are to 
meet their needs.  We need to create an international system that works more effectively.  We must invest 
more money in clean water and sanitation, ensure the money is spent fairly and effectively and targeted 
on those currently without access to safe water or basic sanitation, and make sure the right structures are 
in place to achieve our goal of sustained access.  Internationally, there should be one annual report to 
monitor progress towards achieving the water and sanitation MDG, and one high-level global annual 
meeting to monitor progress and decide future actions.  Within each country, there must be one national 
water and sanitation plan, one water and sanitation coordinating group including government, civil 
society and donors, and there must be one UN body that leads the activities of the UN system for water 
and sanitation at national level.  There is no alternative but to make this work, and we must agree on the 
next steps needed to accelerate progress towards our common goal.  
 
Conclusion 
 
 Much remains to be done if we are to achieve the MDGs, particularly in Africa, and more 
resources are desperately needed.  Debt relief has freed developing countries’ scarce resources for poverty 
reduction, but delivery on the 2005 commitments to scale up aid has been disappointing.  If we are to 
achieve a world free of poverty, donors must provide more and better aid to the world’s poorest and most 
vulnerable, especially in fragile states.  Developing countries must spend their budgets transparently and 
accountably, and prioritise the poor in promoting growth and improving access to basic services such as 
education, health and water and sanitation.  The international community as a whole must take urgent 
action to tackle the challenge of climate change.  And we must all increase our efforts to empower women 
and achieve gender equality. 
 
 
Statement by Mr. Bert Koenders, Minister for Development Cooperation, The Netherlands9 
 
 During the Development Committee meeting we will discuss at length the Global Monitoring 
Report and the progress made by the Bank in Africa towards achieving the Millennium Development 
Goals. I shall therefore touch only briefly on these two issues and focus on the other topics that in my 
opinion merit attention, including Voice, Fiscal Space, IMF-WB Collaboration, Governance and Anti-
Corruption and Clean Energy for Development.  
                                                 
9  On behalf of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, the Republic of 
Macedonia, Moldova, Montenegro, The Netherlands, Romania and Ukraine. 
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The Global Monitoring Report and Africa 
 
 The Global Monitoring Report 2007 reveals once again the importance of improved development 
effectiveness and adherence to the Paris Agenda. What is more, the Bank’s report on Accelerating 
Development Outcomes in Africa shows that the focus on eight flagship areas should be complemented 
with more attention to cooperation with other development agents and the integration of these flagships 
into joint donor support for a country’s national development strategy.  
 
 The Bank and the Fund should take into account not only the design of their programmes, but 
also their impact on development, the situation of the poor and achievement of the Millennium 
Development Goals. The Global Monitoring Report should not only report on developing countries’ 
achievements but also closely monitor the Bank’s and Fund’s effectiveness in these areas. The report 
ought to remind both institutions that closer harmonisation with other development agencies is nothing 
less than indispensable for getting results.  
 
 However, the Bank and the Fund cannot go it alone! The Global Monitoring Report clearly 
indicates that more resources are needed to achieve the Millennium Development Goals and donors will 
have to contribute. If they were to devote 0.7% of their GDP to ODA, activities could be scaled up and 
achievement of the Millennium Development Goals would be much closer than is currently the case. IDA 
15 provides an excellent opportunity for countries to turn their words into deeds and for the World Bank 
to focus on its core business. 
 
 It is not only the volume of assistance that counts but also the right modality. My constituency is 
therefore concerned about the GMR’s conclusion that donor support is becoming increasingly 
fragmented, with more and more vertical funds and tied aid challenging the principle of country-led 
development. In this context, I would like to draw attention to the Education for All Fast Track Initiative 
as an excellent example of an effective partnership that enables predictable, long-term funding for the 
achievement of the education-related Millennium Development Goals, while leaving the recipient country 
in the driving seat. 
 
 The Global Monitoring Report elaborates on the challenges of achieving the Millennium 
Development Goals in fragile states. The report makes a case for more flexibility in procedures, more 
attention to governance and a clearer division of labour with other development agents. Earlier this year, 
the Bank adopted a new policy that takes these requirements into account and my constituency would like 
to urge the Bank to integrate this policy into the Africa Action Plan and put the new procedures into 
practice as quickly as possible. In this respect, we will also closely monitor the Bank’s performance in the 
field in Southern Sudan. 
 
 Finally, the Global Monitoring Report shows the importance of considering gender-related factors 
when working towards achievement of the Millennium Development Goals. My constituency fully 
supports the Bank’s gender strategy. But here too we would like to urge the Bank to make progress with 
the practical implementation of this strategy in the field, especially when it comes to sexual and 
reproductive health. For instance, sexual and reproductive health objectives should be specified in the 
new Health, Nutrition and Population Strategy. Only then will it be possible to attain the relevant 
Millennium Development Goals. 
 
A strategic vision for the Bank 
 
 My constituency followed with interest recent Board discussions on the Bank’s strategic 
directions and emerging resource implications. We look forward to future changes in the Bank’s budget 
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allocation process and appreciate the President’s intention to revise the medium term strategic framework 
and thus steer this process in the right direction by setting clear priorities for the Bank and defining its 
position in the international aid architecture. The framework should provide answers to questions such as: 
 

(i) How does the Bank see the division of labour between IBRD, IDA and Bank administered 
trust funds, including a number of Global Funds? Current practices lead to increasingly 
fragmented funding and a certain disregard for the principles of the Paris Agenda. 

 
(ii) What is the Bank’s core business? In our comments on the Africa Action Plan, we have 

already indicated that instead of concentrating on a limited number of sectors, the Bank may 
be needed even more as a catalyst in the overarching themes of governance, capacity 
building, harmonisation, global public goods, environmental management and gender. 

 
(iii) What is the Bank’s modus operandi? While concentrating on its roles of financier, advisor 

and knowledge broker, the Bank should leave the implementation of its programmes to its 
clients whenever they are better equipped for that purpose and use country systems as much 
as possible. The Health, Nutrition and Population Strategy presented recently is a good 
example of this approach. 

 
Voice 
 
 My constituency believes that the voice of developing and transition countries should be 
strengthened and taken properly into account within the Bank and Fund. Their representation in the two 
institutions should be enhanced in such a way as to reflect their special interests in them – balanced 
against the interests of other, developed countries – and their position in the world economy. 
 
 In the run-up to the Annual Meetings in October, the Bank should follow the Fund’s example of 
negotiating a package deal taking into account all options under consideration, as they each impact on 
Voice. Since the mandates of the Bank and the Fund are different, we would point out that the outcome of 
the negotiations does not necessarily have to be the same for the Bank as for the Fund. We welcome the 
proposals from the Bank, but these will have to be developed before we can reach agreement. When 
negotiating such a package, we believe that it is important to take due note of two issues: first, mixed 
constituencies and second, ODA contributions, including those to IDA and trust funds, as evidence of a 
country’s commitment to the Bank group. 
 
Fiscal space, results and resources 
 
 My constituency welcomes the Bank’s analysis of the possibilities of maximising fiscal space for 
growth-enhancing expenditures. The analysis gives developing countries the tool for achieving the 
Millennium Development Goals. We welcome the Bank’s conclusion that policies for the creation of 
fiscal space are country-specific and depend on governance, public sector management and cooperation 
amongst all national institutions involved. We feel that both the Bank and the Fund have a role to play in 
the discussion on fiscal space. Fiscal space is one of the areas where Bank and Fund should work together 
more closely. 
 
 My constituency is convinced that a clear understanding of the concept of fiscal space will lead to 
better informed and more effective budget management at country level. It will also help these countries 
to formulate trade-offs by elaborating different growth scenarios. Both institutions should closely 
coordinate their approach in this process and facilitate the dialogue with partner countries and other 
development agents on the resources required to achieve the Millennium Development Goals and the 
results that can be attained by the mobilisation of additional resources. The Netherlands is working with 
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Sweden and the Bank on principles for such a process, referred to as Results Resources & Partnership. 
Parliamentarians and civil society ought to be involved in this process. As a former chair of the 
Parliamentary Network on the World Bank I know how important such outreach is for achieving results 
that are transparent and democratic and that benefit the poor. 
 
WB-IMF cooperation and beyond 
 
 My constituency welcomes the Report to the Managing Director and World Bank President by 
the External Review Committee on IMF-World Bank collaboration. We support the report’s premise that 
collaboration and a clear demarcation of responsibilities are complementary. We invite both the Bank and 
the Fund to draw up proposals for a clear division of labour between the two institutions on the basis of 
the report. 
 
 We agree that the IMF should clarify its role in low-income countries. The Fund should focus 
on macroeconomic issues in all low-income countries, whereas the Bank should focus on poverty 
reduction and long-term economic growth. Meanwhile, the Fund should gradually withdraw from 
baseline financing such as the PGRF, since this is not among its core competencies. Obviously, the Fund 
should continue providing short-term balance of payments support to low-income countries.  
 
 In the light of the IEO’s report on the Fund’s aid to Sub-Saharan Africa, we believe that both 
institutions should make sure that the conditionalities they attach to their funding not only promote 
macroeconomic stability but also contribute to creating the right conditions for balanced growth and 
effective poverty reduction. Another concern is the translation of a strong macroeconomic performance 
into a significant reduction of poverty levels. In this context, the Fund should proactively support the 
mobilisation of resources by accurately projecting tax and aid inflows, analysing the expected costs for 
achieving the country’s development goals and identifying cases where aid absorptive capacity exceeds 
aid availability. The Bank and Fund should analyse alternative aid scenarios in the light of the 
Millennium Development Goals and share their findings with authorities and donors. This would increase 
understanding of the combinations of policy adjustments, absorption capacity and aid flows needed to 
achieve the MDGs. Suboptimal collaboration between Bank and Fund could be one of the reasons why 
the high expectations of the Board on Poverty and Social Impact Analysis (PSIA) have not been met. 
 
Governance and Anti-Corruption 
 
 My constituency commends the Bank on its consultation of stakeholders and welcomes 
wholeheartedly its governance and anti-corruption strategy. We feel that the conditions needed for the 
strategy’s successful implementation are in place: (1) the recognition of the importance of continued Bank 
involvement in countries with a weak governance situation; (2) the importance of an ongoing dialogue not 
only with borrowing governments but also with the private sector, civil society and the media; (3) the 
strengthening of country systems; (4) transparency in the Bank’s decisions on governance and anti-
corruption; (5) monitoring of progress through objective indicators and (6) intensive cooperation with 
other development agents. 
 
 The Bank should use transparent, objective and actionable indicators when deciding on the 
modalities and volume of its support to client countries. They are not only important for the monitoring of 
progress, but also guarantee equal treatment of countries in similar situations. In my constituency’s view, 
it is important for the Board of Executive Directors to be consulted and to give its support to such 
decisions. 
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Clean Energy and Development 
 
 In 2006, at the behest of the G8, the Bank presented its outline for an Investment Framework for 
Clean Energy and Development. My constituency urges the Bank to consult with donors and other 
international financial institutions on the deployment of current instruments for climate mitigation and, 
where necessary, new instruments for promoting clean energy that have more added value than existing 
ones. The Bank should not only focus on large investment schemes for the promotion of clean energy but 
also on small-scale interventions that target the poor such as the introduction of improved cooking and 
lighting for poor households, small-scale hydro-generation and biomass production. 
 
Statement by Mr. Paul Antoine Bohoun Bouabré, Minister of State for Planning and Development, 
Côte d’Ivoire10 
 
 On behalf of the 24 countries of our group, I would like first to express my heartfelt 
congratulations to Mr. Agustin Carstens, the Minister of Finance and Public Credit of Mexico, on his 
appointment as Chairman of the Committee.  I would also like to commend Mr. Roberto Carrasquilla, the 
outgoing Chairman and Minister of Finance and Public Credit of Colombia, for the work accomplished 
during his term of office.  
 

My presentation focuses primarily on the two items on the agenda for our meeting today, April 
15, 2007, namely, the Global Monitoring Report 2007 and the Africa Action Plan. 
 
Global Monitoring Report 2007: Confronting the Challenges of Gender and Fragile States 
 

I am pleased to note that gender equality and fragile States, two topics of great concern, have 
received extensive coverage in this year’s monitoring report. 
 
 With regard to the first item, the report acknowledged that investment in gender equality helps to 
create a more just society and increase economic productivity, and contributes to the achievement of the 
other human development goals.  The report also underscores that while considerable progress has been 
made in the education sector, work in other sectors remains inadequate. 
 

Thus, our group welcomes the growing consensus on the need to support gender equality, the 
third Millennium Development Goal. We therefore endorse the implementation of actions that place 
greater emphasis on outcomes and mechanisms to monitor and evaluate progress made in this area, in 
particular the improvement of existing indicators and adoption of those that have been proposed. 
 

With respect to the second item, the countries known as fragile States generally face major 
development challenges, and lag significantly behind in achieving the Millennium Development Goals. 
 

In view of the fact that our group includes a number of fragile States, I would like to express my 
satisfaction with the quality and relevance of the report and analyses devoted to this topic.  Indeed, this 
report seeks to increase the capacity of the international community to respond to the specific needs of 
these States.  Furthermore, it points to the depletion of natural resources and environmental degradation, 
which affect the quality of and potential for the economic growth of these States.  
 

                                                 
10  On behalf of Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo, 
Côte d’Ivoire, Democratic Republic of Congo, Djibouti, Equatorial Guinea, Gabon, Guinea, Guinea-Bissau, 
Madagascar, Mali, Mauritania, Mauritius, Niger, Republic of Congo, Rwanda, São Tomé and Príncipe, Senegal, 
Somalia (unofficially), and Togo. 
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I unreservedly support the recommendations of the report for better harmonization of aid from 
international finance institutions to these vulnerable States, strengthened coordination of their 
interventions and roles, and policies and instruments that have been tailored to their actions on the 
ground. 
 
Accelerating Development Outcomes in Africa – Progress and Change in the Africa Action Plan; the 
World Bank Group’s Africa Action Plan: Progress in Implementation 
 

I wish to express my appreciation for the documentation prepared by the World Bank on the 
implementation of the Africa Action Plan, eighteen months after it was launched and modifications were 
made, based on lessons drawn from this report. 
 
 Indeed, the first draft that we discussed in September 2005 was based on six pillars, namely: 
(i) qualitative changes envisioned for the African continent; (ii) the role played by the development 
partners in these changes; (iii) the introduction of a framework, measures, and monitoring of outcomes 
aimed at increasing the impact of the programs on poverty reduction; (iv) the use of an IDA partnership 
framework—IDA 14 at the time—with a view to transforming it into a tool for achieving outcomes; (v) 
the preparation of an action framework to capitalize on gains and step up progress to achieve the MDGs; 
and, lastly, (vi) the analysis of the implications of the Action Plan for the  Bank’s organization, human 
resources, and budget. 
 
 I also wish to express my satisfaction with the main conclusions of the report, which are as 
follows: 
 

(i) Several encouraging signs can be observed in recent socioeconomic trends in Sub-Saharan 
African countries, particularly regarding the sustained growth in several countries and 
improvement in a number of human development indicators, such as in the education sector; 
and 

 
(ii) The implementation of the Action Plan was broadly satisfactory, as the Bank is on its way to 

achieving almost all of its intervention objectives, particularly with regard to the promotion 
of growth that benefits everyone. 

 
However, despite promises of increases and the improved quality of the programs, development 

aid inflows remain modest.  Indeed, debt relief has increased markedly, while new aid inflows, which are 
also essential to boost our economies, have declined significantly, and the prospects for improving 
international trade flows are now more than ever jeopardized by the current impasse in the Doha Round 
of trade negotiations. 
 

I endorse the proposal by management to modify this Action Plan, with a view to increasing its 
effectiveness.  It was streamlined and restructured around eight flagship areas and three crosscutting 
themes. I also support adaptation of Bank assistance to countries on the basis of their classification into 
one of the following four categories of countries: (i) countries rich in mineral resources, where the Bank 
would essentially intervene to provide analytical and advisory services focused on governance and 
resource management; (ii) countries with high growth rates, where the Bank would serve as a catalyst to 
help boost activity; (iii) conflict countries or countries that are emerging from conflict, where the focus 
will be on building capacities and developing opportunities for delivery of services that could strengthen 
the transition process; and, lastly, (iv) countries with low growth rates, where the focus will also be placed 
on capacity building, primarily in the area of essential government functions.  
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To conclude this section, I would like to point out that achieving the following three essential 
objectives is our primary concern: 
 

(i) We must preserve the original objective of the Action Plan, which is to help African 
countries achieve as many of the Millennium Development Goals as possible; 

 
(ii) We reiterate the need to provide, without exception, all countries, including the weak 

performers and those facing extraordinary circumstances, such as countries emerging from 
conflict or in a vulnerable situation, with notable opportunities to accelerate progress toward 
achievement of the MDGs; and, lastly,  

 
(iii) We call on our partners from the industrialized countries to honor their commitments to 

transfer additional resources.  It is therefore our hope that particular attention will be paid to 
correcting the imbalances noted between exceptional financing for debt relief and new 
inflows.  

 
Clean Energy for Development Investment Framework: The World Bank Group Action Plan 
 
 I would like to point out that we welcome the Clean Energy for Development Investment 
Framework (CEIF) prepared by the World Bank, which responds to the demand formulated by the 
Development Committee in September 2005.  It proposes an action plan that takes stock of the work 
accomplished to date, and outlines actions to support implementation of the CEIF.  We believe that this 
action plan is reasonable and shows promise.  It also supports increasing the energy supply to Africa, as 
well as the transition to a low carbon economy.  Moreover, it supports the adaptation of countries to 
climate change and explores possible options for increased financing.  
 
 Adequate financing will have to be mobilized to achieve the aforementioned goals.  In view of 
Africa’s comparative advantage in hydroelectricity, with sites that have a high potential for generating 
electricity, we call on the Bank and the other partners to invest heavily in this sector to guarantee an 
adequate energy supply.  It is also our hope that these investments are made under regional projects and 
regional economic communities (RECs).  We note, however, a number of shortcomings in this action plan 
regarding the transition to low carbon economies, because its main focus is a handful of countries, 
namely, Brazil, China, India, Mexico, and South Africa. This transition is geared primarily toward the 
development of new technologies. 
 
Options to Strengthen the Voice and Representation of Developing Countries and Transition Economies 
within the Bretton Woods Institutions 
 

Since the Monterrey Summit, the international community has been encouraging the World Bank 
and the International Monetary Fund (IMF) to find ways and resources to strengthen the voice and 
representation of developing countries and transition economies in their decision-making process. Our 
countries are involved in this consensus for three essential reasons: the consensus allowed for the 
strengthening of (i) mutual accountability obligations; (ii) the legitimacy and credibility of the World 
Bank and International Monetary Fund (IMF); and lastly, (iii) its effectiveness.  
 

We have seen no substantial progress to date.  It appears to us at this stage that the Committee 
needs to issue a new mandate or roadmap to the Board regarding the next stages.  From our standpoint, 
this roadmap should at least include the following elements: a package of options based on the technical 
work conducted in the past and updated, as well as an implementation timetable for these options. 
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With regard to the timetable, we recommend that the reform package be presented at the 2008 
Annual Meetings at the same time as the reforms under way at the IMF. 
Report of the External Review Committee on Bank-Fund Collaboration  
 
 I commend the report prepared by an independent committee on Bank-Fund collaboration.  This 
report underlines the importance of strengthening collaboration between these two institutions, in order to 
allow them to fulfill their respective mandates. Lack of coordination between the World Bank and the 
IMF would lead to a waste of resources and, consequently, high costs for receiving countries and all 
donors.  This lack of collaboration would have a negative impact on our countries’ cooperation programs 
with the two Bretton Woods institutions. 
 
 I believe that the recommendations developed by the Committee are pertinent and can contribute 
to enhancing the effectiveness of the World Bank and the IMF, in providing better quality assistance and 
services to their clients in a coordinated manner.  I therefore support the idea of establishing a monitoring 
committee to strengthen this collaboration. 
 
Aid Architecture: An Overview of Trends in Official Development Assistance Flows 
 
 We note that debt cancellation, implemented under the framework of the Heavily Indebted Poor 
Countries Initiative (HIPC), has in the majority of cases achieved the intended objective, that is, to reduce 
the burden of external debt and allow resources to be allocated to social objectives. I have also observed 
that the distribution of external aid by sector of activity demonstrates a marked tendency in favor of social 
sectors, to the detriment of the infrastructure and production sectors.  
 

While applauding increased resource contributions to these sectors, we regret the continuous 
decline in the share of resources allocated to the infrastructure sectors in total aid flows to our countries.  
 
 This document highlights recently made changes in aid composition. In fact, it makes a 
distinction between exceptional debt financing and new flows of funds. As it makes reference to aid 
delivery channels, the document also distinguishes between what is known as a “horizontal” approach, 
where funds finance activities in all sectors, according to priorities set out in the government’s budgetary 
programs, and a “vertical” approach, where funds are pre-assigned to specific objectives selected in 
advance according to the borrower’s preference.  The document underscores that this phenomenon has a 
tendency to raise transaction costs for recipient countries and to reduce aid effectiveness. 
 
 We commend the increase in resource flows toward developing countries in the last decade. 
However, we express our disappointment at the fact that donors, particularly our bilateral partners, who 
had committed to doubling aid to Africa before the end of 2010, have been slow in meeting these 
commitments. We therefore urge them to redouble their efforts to accelerate aid disbursement and thus set 
Africa on the path to achieving the Millennium Development Goals. 
 
 Our countries should be pleased with the additional contribution that the proliferation of aid 
delivery channels and the emergence of new donor categories in the aid networks provide, and their 
complementarity with existing resources. They, in fact, respond to financing needs created by the various 
development programs undertaken by our countries, with a view to achieving the Millennium 
Development Goals. Managing these resources undoubtedly poses a number of challenges, which the 
international community should address without delay.  In this regard, we consider the Paris Declaration 
to be a foundation on which coordination and harmonization of all donor interventions could be based.  
We encourage newcomers to support and comply with these principles. The World Bank Group could 
play a leadership role in this regard, particularly by establishing consultative groups within which the 
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interventions of various donors can be mutually strengthened, while supporting the priorities of the 
government of the country concerned.  
 
Report of the Executive Directors and Paper on Strengthening World Bank Group Engagement on 
Governance and Anticorruption 
 
 We welcome this document, an update of the version presented to the Development Committee 
last September in Singapore, which sets out the Bank Group’s strategy on governance and combating 
corruption.  We appreciated the fact that the Bank had conducted very broad-based international 
consultations to gather the views of different stakeholders on the measures to be put in place to promote 
governance and combat corruption.   
 
 Overall, we endorse the steps taken by the Bank on this matter, which is clearly in the interest of 
our countries. However, the Bank must act within the confines of its Articles of Agreement, which 
preclude interference in the political affairs of member countries and making politically based decisions. 
The Bank must help identify priorities for improving governance, effectively formulating and 
implementing programs based on these priorities, while adopting a long-term view and drawing on 
experience with a view to replicating successful programs.   
 

Moreover, we are of the opinion that the Board should continue to play an important role in 
developing Bank country strategies, to ensure that they are consistent from one country to another and 
that they continue to enjoy widespread support in the international community.  In coordination with 
NEPAD, our countries are in favor of promoting good governance and combating corruption. 
 
Fiscal Policy for Growth and Development – Further Analysis and Lessons from Country Case Studies  
 
 We learned of the report submitted by the World Bank in response to a request from the 
Committee regarding the relationship between fiscal policy and economic growth.  We are heartened to 
note that based on pilot studies in several countries the report concludes that it is indeed possible to 
pursue simultaneously the objectives of macroeconomic stabilization and economic growth. 
 

We therefore call on the Bank to swiftly and effectively implement the conclusions of these 
reports. Moreover, technical and financial support may be necessary in certain cases to strengthen 
capacity. Bank assistance tools (CAS, MTEF, etc.) must also systematically include fiscal policy 
measures geared toward growth and poverty reduction strategy frameworks.  
 
 
Statement by Mr. Andrés Velasco Brañes, Minister of Finance, Chile11 
 
Global Monitoring Report 2007 
 
 We welcome this draft report and the emphasis placed on such important topics as gender and 
fragile states in the context of globalization. In this sense, this report is the main tool to help this 
Committee to provide input to define the Bank’s strategies and priorities. 
 
 We agree that further actions have to be taken to promote gender equality and empowerment of 
women. At the same time, we agree on the need to bolster the efforts to support fragile states, which 
                                                 
11  On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
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account for one-third of the world’s extreme poor. If the problems these states are confronted with remain 
unsolved, there is a risk that the ensuing consequences –civil conflicts, risks to public health and 
humanitarian crises– may cross borders. 
 
 Although the number of extremely poor people in low-income countries fell by 135 million 
between 1999 and 2004, the absolute number of poor in Sub-Saharan Africa, for example, has not 
changed (nearly 300 million). The challenge is double: on the one hand, it is necessary to strengthen 
policies to reduce poverty; on the other hand, the poor in low-income countries need to be protected from 
external shocks, a global growth deceleration, protectionism, falling commodity prices or possible global 
pandemics. 
 
 Furthermore, the picture presented in the report is even more discouraging since it shows that the 
majority of developing countries are off-track on most Millennium Development Goals (MDGs). South 
Asia and Sub-Saharan Africa regions, for example, are off-track on all the goals (nutrition, universal 
primary education completion, child mortality, maternal health, aids, malaria and tuberculosis, water 
supply and sanitation).  It is a challenge for the World Bank to support countries to get back on track 
toward achieving the MDGs by 2015. 
 
 We should consider the importance of income distribution more thoroughly, not only at the 
country but also at the global level. The importance of international income distribution derives from the 
fact that the poorest 40 percent of the world population accounts for just over 10 percent of the world 
GNI, while the richest 20 percent accounts for more than 60 percent of the global GNI. That is to say that 
if the world were a single country, it would be a very unequal one (Global Redistribution of Income, 
François Bourguignon, Victoria Levin, David Rosenblatt, The World Bank 2006). Taking this fact and 
the relation between poverty and income distribution into consideration, policies to reduce poverty have 
to address the issue of income distribution not only at the local but also at the international level. 
 
Governance 
 
 We support the Bank’s governance agenda, given that development and underdevelopment are 
highly correlated with the quality of governance. Improving the quality of governance requires long-term 
and time-consistent efforts that go beyond electoral cycles ant the terms of the Country Assistance and 
Country Partnership Strategies (CASs and CPSs), which periodically define the rules of engagement 
between the countries and the Bank. 
 
 Governance indicators should be the main tool for an objective assessment of progress made in 
enhancing governance practices. We urge the Bank to strengthen their preparation and improve their use. 
 
 When it comes to the strategy, the government should be in the driver’s seat. All the assessments 
to curtail corruption and improve governance –such as expenditure, procurement and fiduciary 
assessments- are to be carried out by the Bank in coordination with the government institutions. Said 
coordination will be difficult, if not impossible, if the government is not leading the strategy. 
 
International Trade 
 
 There is no sustainable development without ordered international trade. The current de facto 
suspension of the negotiations of the Doha Round seriously jeopardizes the progress towards the 
achievement of the MDGs. 
 
 As Mr. Pascal Lamy said almost a year ago, “the trauma generated by the collapse of global 
trade talks may not yet register on the streets of New York, Paris or Tokyo. But for cotton growers in 
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West Africa, rice farmers in Thailand and beef producers in Latin America, the reverberations are 
already being felt”. 
 
 We urge the Bank to resume its recognized advocacy role to help create the momentum for the 
rebirth of the negotiations. 
 
Gender equality 
 
 It is well known that the issue of gender equality is of paramount importance in human 
development and poverty reduction. Only little progress has been achieved towards the economic 
empowerment of women, particularly in fragile states. 
 
 While we support improved monitoring through more indicators that show us more dimensions of 
the problem, it is worth remembering that measuring is a necessary but by no means sufficient condition 
for improvement.  
 
 What is needed is to have better policies at the country level, and it would be necessary for the 
Bank to include the gender issue in the country strategies, improve donor coordination, and enhance the 
analytical and advisory activities (AAAs) on that issue. 
 
Education for All 
 
 The education-related MDGs need to be adjusted so that not only coverage but also quality are 
attained. Coverage is not enough; learning outcomes and specifically the building of human capital since 
childhood are key to live a productive life and escape permanent poverty in this increasingly competitive 
world. 
 
 We urge the Bank and donors to redefine the education-related MDGs to explicitly include 
quality goals and to act accordingly when additional funding is distributed for this purpose. 
 
The Africa Action Plan 
 
 The objective of The Africa Action Plan (AAP) is to address the issue of development challenges 
in Africa, thus helping Africa accelerate the pace of progress towards the achievement of the MDGs. We 
believe that the AAP is an important tool that can effectively guide the Bank’s work on the ground, 
maximizing the development outcomes. We would like to express our support to the revised AAP with its 
renewed focus on results needed to accelerate growth and human development and on strengthening the 
country-based model. 
 
 Despite the fact that average growth has been sustained over the past two years in Africa, the 
remaining challenges are enormous. Economic growth is increasingly different across countries, and there 
is also a substantial variation among countries with respect to the level of attainment of the MDGs. Sub-
Saharan Africa still remains far from reaching the MDGs by 2015. 
 
 Notwithstanding the fact that the little time passed since the adoption of the AAP’s does not allow 
to make a comprehensive evaluation of the plan implementation, we think that so far progress has been 
made towards the AAP’s set goals. 
 
 We are very supportive of the idea that in order to achieve higher development impact, the AAP 
should focus more selectively on outcomes needed to boost growth and human development. We agree 
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with the framework of eight flagships, which in our opinion address the areas most critical for Africa’s 
development. 
 
 Finally, we are worried about the lack of progress with respect to promises of scaled-up aid. The 
development challenges in Africa are so significant that additional resources are highly needed. 
Therefore, apart from the steps taken with respect to debt relief, we expect further progress regarding the 
commitments made in the Gleneagles Summit. 
 
 
Statement by Mr. Thierry Breton, Minister of the Economy, Finance and Industry, France 
 
 The Global Monitoring Report (GMR), in its fourth edition, might be seen as a routine exercise. 
However, if we pay it due attention, it delivers very important messages, which are also worrisome. This 
seventy-fifth meeting of the Development Committee should therefore be marked by a feeling of urgency. 
 
 Next year it will be time for a mid-term review of the commitments we made at the Millennium 
Development Summit. Yet, all regions are off-track at least on one of the Millennium Development Goals 
(MDGs) and donors are sending negative signals with respect to their commitments to scale up aid. 
Official development assistance (ODA) flows fell by 5% in real terms in 2006 for the first time in the last 
decade. Commitments to compensate the cost for multilateral debt cancellation initiatives have not yet 
been fully honoured. Despite ambitious commitments, the window of opportunity to conclude the 
negotiations on the Doha Development Agenda (DDA) is narrowing very fast. 
 
 In this context, we shall continue to call - once more - for a full implementation of our 
commitments but also to show some insight and propose new solutions. The World Bank, as the 
backbone of the international aid architecture, has a key role to play in this respect to support the scaling-
up agenda and help donors mobilise resources. 
 
 The GMR does offer some positive messages. All regions except Africa are on track to halve by 
2015 the population living on less than one dollar per day. On primary education for instance there have 
been major improvements over the last years, including in Africa, resulting in one of the most massive 
expansions of access to education in history (from 78% in 2000 to 83% in 2005).  
 
 What is striking however is that Africa, despite sustained growth over the last few years and 
sounder macroeconomic fundamentals, is still lagging behind the rest of the world. This statement made 
by the GMR clearly shows that growth and macroeconomic stabilisation must be complemented with 
appropriate public policies to reduce poverty, and that a strong joint engagement of the BWIs is needed in 
low-income countries (LICs). The IMF has a pivotal role to play in these countries, to help them properly 
implement their poverty reduction strategies, increase public spending efficiency and better explore fiscal 
space. Therefore we strongly disagree with the view that the IMF might have moved beyond its core 
responsibilities in LICs and that the current decrease in PRGF disbursements should be seen as an 
opportunity to refocus the Fund’s action and to gradually curtail the number of programs: they make up, 
in our view, a unique framework in which the IMF has a comparative advantage. Narrowing the Fund’s 
role in these countries to surveillance and technical assistance would reflect a deep misunderstanding of 
its role. 
 
 If we are serious about commitments, we can no longer accept that Africa is lagging behind. We 
should therefore raise the question whether the Bank devotes enough resources to Africa. Given the 
specific situation of the region described in the GMR, more resources should be allocated where they are 
most needed. In this respect, we should consider moving beyond the target of 50 percent that was set 
during IDA 13. 
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 Voice and representation of developing countries is also critical for the credibility, the legitimacy 
and the efficiency of the BWIs. The IMF reform has not been completed yet and much remains to be 
done. However, a positive dynamic was created in Singapore. Politically, the Bank cannot dodge this 
issue, postpone the debate, and appear not being responsive to the concerns of developing countries. 
 
 Issues at stake in the two institutions are quite different: basically the IMF needs to better reflect 
the relative weights of countries in the global economy whereas the Bank needs to foster a better 
ownership by borrowing countries of its decisions and policies. IMF quotas and IBRD capital shares do 
not fulfill the same role. Therefore, the Bank should not replicate the Fund reform. Specific attention 
should be paid to the issue of the poorest countries through both the shareholding structure and the 
composition of the board and should take into account the specification of the Bank in terms of its 
mission and of its financing. Given that new rights as a shareholder should come with new 
responsibilities, our criteria for possible adjustments in the IBRD capital structure should include: global 
efforts in ODA, contributions to IDA or compliance with the main rules set by the international financial 
community.  
 
 WB Management seems to be committed to move forward on this sensitive issue; we strongly 
support this determination. We believe that a comprehensive package is needed with the proposal put 
forward by management being possibly the first phase of this package. We are confident that progress 
will be made on “low hanging fruits” in the coming months, so as to create the momentum required to 
address structural issues. We expect that a political consensus can be reached by our next meeting.  
 
 The WB also needs to enhance its efficiency on the ground and to better answer the needs of its 
clients. Given the increasing competition it is facing from financial markets in some middle-income 
countries (MICs), but also from actors such as vertical funds or private foundations, not to mention 
emerging donors, the Bank has no choice but to better demonstrate its value added.  
 
 First of all, the Bank has to demonstrate its value added to help donors fulfill their commitments. 
With the Multilateral Debt Relief Initiative (MDRI) and the pledge to compensate its cost on a dollar-for-
dollar basis, donors made a more-than-40-year commitment: from one IDA to the next, it represents a 6-
percent increase in nominal terms in donors’ regular contributions. This will be difficult to achieve if 
donors are not fully convinced that their money is best used through IDA. The results measurement 
system that IDA is implementing is a first step in the right direction and we fully support this effort made 
by the Bank. However, this situation raises more fundamental questions on the operational priorities of 
IDA and on what we want it to do. These questions have already been brought up in the context of the 
IDA-15 replenishment which will take place in a very competitive environment, namely with the ADF 
and the Global Fund replenishments. 
 
 Similarly, IDA needs to show more flexibility to engage in post-conflict and fragile states where 
IFIs represent a relatively small share of global aid according to the GMR. This situation should first be 
explained by the difficult issue of arrears clearance while recognizing that the WB is not well geared to 
engage in such environments. Beyond exceptional IDA allocations or ad hoc instruments such as the 
LICUS Trust Fund, the WB needs to define a broad strategy for engagement in fragile states, addressing 
not only the issue of arrears clearance but also the issue of instruments (notably the possible refinements 
to the performance-based allocation framework) and coordination with other actors such as United 
Nations agencies. We cannot afford to continue to deal with fragile states through exceptional 
mechanisms. 
 
 Lastly, the WB must be more receptive to the expectations of its clients. The example of regional 
integration in Africa, which remains a low priority for IDA, is illustrative in this respect. Regional 
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projects account for only 3 percent of IDA’s resources while 40% of the population of Africa is living in 
landlocked countries. The lack of regional integration is one of the major impediments to Africa’s 
development and the Bank should take this better into account by devoting more resources to regional 
projects in IDA. Recent evaluation work has shown that such projects perform well and that the demand 
of borrowing countries for regional approaches is increasing quickly. Considering that such projects are 
more difficult to design and implement, this is clearly an area of comparative advantage for the Bank 
which needs to be expanded. 
 
 Better answering the needs of borrowing countries also requires more innovative approaches to 
lending. In this respect, the additional space created by the MDRI has not been fully used. The 
preservation of debt sustainability is, of course, of crucial importance and we commend the work done by 
the WB and the IMF on the Debt Sustainability Framework (DSF). The DSF is now fully operational and 
needs to be promoted as the platform for coordination of the donor community. However, we should not 
forget that the aim of the MDRI is to restore fiscal space of the poorest countries whose financing needs 
will not be answered only through grant financing. If the WB and other multilateral development banks 
refrain from lending to these countries, they open the door to others for new nonconcessional loans with 
adverse consequences on debt sustainability. They would also deprive those countries from their expertise 
and knowledge in project design or in the management of natural resources. The WB needs to adopt a 
more flexible understanding of debt sustainability issues and develop a new lending policy that would 
better answer financing needs of borrowing countries while preserving debt sustainability. 
 
 The IBRD is facing similar challenges in MICs. Today, its core lending activity merely accounts 
for 50 percent of the WB revenues and hardly covers the administrative expenditure. The rest comes from 
investment profits. This situation is not sustainable and calls for a rapid restoration of the WB’s 
competitiveness on its core business. This is a great challenge for the Bank, but can be achieved through 
more innovation and more receptiveness to the clients’ needs. Increasing the volume of the sub-national 
lending program, offering more local currency loans or devising new financing instruments (such as 
insurance facilities against natural disasters risks), are some of the avenues that should be explored in this 
respect. At the same time, a more systematic use of in-country systems where appropriate fiduciary 
standards are in place and a streamlining effort on conditionality would make the Bank more attractive 
and would reduce the cost of doing business with the Bank. To remain relevant in MICs, the Bank must 
stay at the cutting edge of financial engineering and policy advice. And to do so, it cannot be risk-adverse 
but on the contrary tread on frontier markets where it will add value by leveraging other financial 
resources, public and private. This is a strong expectation expressed by clients. 
 
 The strategy for strengthening the WB engagement in MICs that was presented at the Singapore 
Development Committee is a first step in this direction. We acknowledge the work undertaken by the WB 
Management but we stress the need for more ambitious strides prior to our forthcoming discussion on the 
implementation of this strategy. 
 
 The IBRD should also give more attention to the issue of global public goods and innovative 
financing. As recent trends already suggest, commitments to increase ODA to 0.7 percent of GDP by 
2012 will be very hard to fulfill with only conventional development assistance. Consequently, donors 
will need the WB to help them devise innovative financing mechanisms. The WB has not always played 
the role we would have expected on some major initiatives such as the launch of Unitaid, the air ticket 
solidarity levy or the launch of the IFFIm. We think the Bank must engage more actively in these issues 
and become a key partner in innovative financing on health, education or energy and climate change 
issues. In this respect, blending should not aim at making Bank’s financing more attractive but at serving 
certain purposes such as poverty alleviation and global public goods.  
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 Energy and climate change are indeed two joint challenges the Bank has to tackle simultaneously 
if we are to achieve sustainable development in developing countries, especially in emerging economies. 
Both issues are at the heart of the Bank’s mandate as reflected by the three pillars of the investment 
framework for clean energy and development designed by the Bank. To that extent, the transition to a low 
carbon economy is indeed of the utmost importance in emerging countries and calls for a specific focus, 
without losing sight of the development aspects of energy and environmental issues for the poorest 
countries, particularly in Africa. We welcome the progress that has been made since our last meeting in 
Singapore, notably by focusing on the maximisation of the use of existing instruments and strengthening 
the links with the GEF. 
 
 The Bank is at a crossroads, with development challenges that remain considerable and time is 
running out towards our 2015 target. We thus need a strong Bank. But we also need the Bank to be 
relevant, more responsive to its clients and focused on its comparative advantages. This is the condition 
for the Bank if its ambition is to exert a leading role, in an increasing fragmentated aid architecture.  
 
 
Statement by Mr. Ashok Jha, Finance Secretary, India 
 
Global Economy 
 
 The pace of global economic growth remained strong during 2006 and exceeded initial estimates. 
Growth was broad-based, spread across the spectrum of both developed and developing countries. Among 
the emerging markets, China and India continued to contribute substantially to the growth momentum. 
The fall in oil prices from their peak levels, moderation in overall inflation in a number of countries and 
stable financial market conditions contributed to this robust performance. While the latest World 
Economic Outlook (WEO) projects the global growth to moderate during 2007 again giving weight to 
downside risks, the growth momentum may continue.  
 
 However, the threat of risks lingers and need to be addressed through national policy responses 
and coordinated effort at the international level. The benign financial conditions that underpinned global 
growth may change as evident from the recent bouts of volatility in the financial markets. The reduction 
in risk appetite and unwinding of leveraged positions in major financial markets could adversely affect 
capital flows to emerging markets. The risks in the US housing market have already begun to unfold. It is 
not clear at this stage as to how strong would be its impact on US consumption demand and consequently 
its spill-over effects, particularly on developing countries. A faster than anticipated slowdown of the 
global economy could have an adverse impact on the major commodity exporters, particularly in sub-
Saharan Africa. While risks remain, the present favorable global economic conditions provide an 
opportunity to developing countries to further strengthen their policy frameworks, so as to effectively 
address the many challenges for achieving the Millennium Development Goals (MDGs). 
 
Global Monitoring Report 
 
 We are happy to note a strong overall per capita GDP growth of 5.8 percent in developing 
countries in 2006 mainly supported by high growth rates in East Asia and South Asia Regions.  However, 
we are concerned about sub Saharan Africa where despite growth, inequality has actually increased and 
absolute number of poor has remained static. We believe that for sustainable poverty reduction, both the 
pace and pattern of growth, are critical; and growth should be inclusive and encompass the sectors and the 
regions where poor are present. 
 
 We are anxious because in a business as usual scenario, the critical targets of the Millennium 
Development Goals (MDGs) are unlikely to be attained by most of the developing countries by 2015.  
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The ultimate responsibility of achieving the MDGs rests with the developing countries themselves 
through strengthening policies and institutions; implementing programs in a better manner; putting in 
place prudent fiscal and monetary measures; using the aid effectively; and creating a business climate 
conducive for investment. Nonetheless, role of the donors in enhancing the volume, quality & 
predictability of aid; and harmonization, is equally important. Donors’ action, especially the large ones, 
appears to be lagging their commitments of 0.7 per cent of gross national income as ODA. 
 
 We note the decline in 2006 ODA with concern.  The promise to double the aid to Africa remains 
unfulfilled and overall aid to Africa in fact has declined in real terms last year.  The reasons for donor’s 
preference for extending concessional aid to poor countries through windows other than multilateral 
institutions like IDA and declining share of IDA as a percent of ODA should be examined and corrected 
as it may have serious implications on effectiveness of multilateral institutions. 
 
Accelerating development outcomes in Africa – progress and change in the Africa Action Plan (AAP) 
 
 Implementation of the AAP over the last eighteen months has been broadly satisfactory and we 
commend the Bank for its efforts. However, with poverty still hovering around the 1990 levels of 45 per 
cent, it is evident that there is a long road ahead. In this context we welcome the intention to have better 
focus in the Africa Action Plan through identification of eight flagships and three cross-cutting themes. 
The focus on roads, safe water & sanitation and energy as separate flagships is timely and appropriate. 
Regarding the issue of selectivity, the implementation should be based on an objective and transparent 
criteria. Moreover, while countries with greater potential may be given greater attention, care has to be 
exercised to extend assistance to other equally-needy and the not so strong, as the global target of 
achieving the MDGs cannot be reached without including them. The Bank must also be careful of not 
being too prescriptive in an effort to achieve results. The Bank’s activities should firmly reflect a 
country’s priorities as captured in its national plan and strategy to ensure sustainable development. 
 
 Sub-Saharan African countries continue to display encouraging economic trends. Seventeen 
countries in the region grew at 4% per annum or more in the last ten years and in 2005 and 2006 growth 
in the entire region averaged 5%. The international community needs to support this positive momentum 
so as to push up the growth to levels that can reduce poverty. In this context, the observation in the 
agenda papers that “a typical, well-performing African country has seen little or no increase in the 
resources available to support development projects and programs” raises serious concern. In this context, 
while we welcome the debt relief provided under HIPC and MDRI, it would be vital that these countries 
receive fresh and additional financing as committed by the international community. This would be a 
reaffirmation of the principle of mutual accountability adopted in Monterrey. 
 
Gender 
 
 We are happy to note the focus of this year’s GMR which includes gender issues.  We agree with 
the analysis of the Report regarding the need for equal access in the areas related to rights, resources and 
voice.  The positive externalities of gender equality on poverty incidence, economic growth and 
children’s well-being are well recognized.  We agree with the recommendations to strengthen the official 
MDG 3 indicators.  The importance of the informal sector in self-employment for women, especially in 
developing countries, needs to be recognized.  We look forward to the GMR continuing to monitor the 
progress in gender equality in the coming years 
 
Fragile states 
 
 We welcome the focus on fragile states in the GMR as a cross-cutting topic. The international 
financial institutions (IFIs) should engage effectively with the fragile states to ameliorate the hardships 
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faced by the citizens and also to prevent possible negative regional repercussions. As highlighted by the 
GMR, extreme poverty is still on an upward trend in fragile states and the challenges they face are 
daunting indeed. However, the success stories of Mozambique, Vietnam and Uganda, which have 
graduated out of fragile status, are encouraging. The lessons documented from such success needs to be 
disseminated to key stakeholders for replication in others. 
 
 We commend the Bank’s recent initiatives to align resources, staffing policies and incentives 
towards a stronger response to fragile states. However, successful and sustainable interventions would 
require effective coordination and harmonization among all IFIs, the UN and bilateral agencies keeping in 
view their respective mandate and comparative advantage. Recognizing that institutional capacity is 
usually weak, the coordinated interventions must avoid overloading or undermining the governmental 
systems. We feel that through close dialogue and predictable financing, the fledgling governmental 
systems should be nurtured in these States. 
 
Voice 
 
 We welcome the preparation of the paper on Voice and Representation.  We are firmly of the 
opinion that keeping in view the Bank’s evolving mandate and the need to maintain its legitimacy in the 
eyes of its stake-holders, the governance structures of the World Bank Group need to be reformed.  While 
necessary steps have been initiated by the Fund in this regard, the progress is halting and we must speed it 
up to adhere to the time-lines set out in the Singapore Meetings in 2006. We would like to remind 
ourselves of the Monterrey Consensus for increasing the voice and participation in the Bretton Woods 
Institutions of all the developing countries.  The vote shares pattern should reflect the relative economic 
position of the countries in the present world economy today and the representation of low-income 
countries should be protected. There should not be any ad hoc decision; we are in favour of a 
comprehensive reform.  We look forward to the Bank continuing its analytical work on the various 
structural options in order to develop a comprehensive phased programme with clear time-tables. 
 
Governance and Anti Corruption 
 
 We are happy to know that the Executive Directors of the World Bank have endorsed the World 
Bank Group Engagement on Governance and Anticorruption. We feel that the revised strategy, after 
extensive consultations with stakeholders in member countries, is a significant improvement from what 
was presented to the Development Committee at Singapore in September 2006.  We note that in the 
guidelines listed as Preamble to the Strategy, there is reaffirmation that the Bank’s primary mandate 
continues to be poverty reduction; that a country’s government remains the principal counterpart for the 
World Bank Group; that the Bank will remain engaged in all country circumstances; that the World Bank 
Group will strive to strengthen, rather than bypass, country systems; and that the World Bank Group will 
not act in isolation.   
 
 We look forward to the incorporation of these guidelines, both in letter and in spirit, in the 
Implementation Plan that is being prepared by the World Bank.  We hope that the development of 
disaggregated, objective and actionable indicators would be taken up speedily to ensure that the strategy 
can be implemented on a sound, fair and transparent basis.  We also encourage the Bank to continue its 
engagement in dealing with all aspects of corruption including the role of the private sector and also in 
strengthening its efforts towards the restitution of assets.  Keeping in view the potential far-reaching 
consequences of the Strategy, the management must provide an update on a regular basis to the Bank 
Board on the implementation of the Strategy and review the implementation in a year’s time to draw the 
best practices and learnings in this regard. 
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Aid Architecture 
 
 We are happy to note that after a protracted decline during the 1990s, funding for ODA has been 
growing steadily over the last decade.  However, there are a few concerns regarding the composition of 
ODA in that funding for core development programs has not seen corresponding growth. Also, total ODA 
has actually declined in 2006 both in nominal terms and as percentage of GNI of the donor countries. 
Associated with this are the increasing transaction costs for ODA for both recipients and the donors due 
to a proliferation of bilateral and multilateral agencies which often fragments assistance to recipient 
countries.  IDA has played a critical role in assisting key sector programmes in several low-income 
countries and we would like the pre-eminent role of IDA to remain firmly established in the aid 
architecture. Now that discussions for the replenishment of IDA – 15 have started, we urge all donors to 
maintain historical average growth in their contributions in real terms to at least the same level as the last 
cycle.  
 
 We would also urge the World Bank to increase use of country systems, help increase the ODA 
funding flows into infrastructure for development and better align ODA with countries’ development 
priorities.  we feel the key principles of the Paris Declaration on Aid Effectiveness namely ownership, 
alignment, harmonization, managing for results and mutual accountability could help provide the 
directions for an effective aid architecture in the future. 
 
Fiscal Policy  
 
 We welcome the Bank’s further analysis on “Fiscal Policy for Growth & Development” which 
builds over its last report and is based on lessons from country case studies. We agree that fiscal policy 
should be designed taking into account country specific circumstances, nature of political economy and 
stage of economic development. We see complementarity between stabilization and growth objectives, 
not competition or trade off. While quality, composition and efficiency of public expenditure are essential 
for growth, a fuller analysis of fiscal space would require a better understanding of  the relationship 
matrix between different types of public spending (productive/ un-productive), source of financing 
(distortionary/ non-distortionary taxes, aid or debt), debt/GDP and fiscal deficit  /surplus etc.  
 
 We believe that while prudent fiscal policy is a sine quo non for promoting growth with stability, 
some deficit financing may be necessary as long as country’s monetary policies are sound, debt/GDP is 
within tolerable range, institutions are strong and the golden rule of investment is met i.e. rate of return of 
the investment is higher than the cost of borrowing. The sustainable level of deficits would be 
underpinned by the sustainability of public debt, which in turn be determined by a host of variables 
depending upon the country circumstances.  
 
Clean energy for development Investment Framework: the WBG Action Plan 
 
 We welcome the three pillars of the Action Plan, namely energy access in sub-Saharan Africa, 
transition to a low carbon economy and adaptation to climate change and variability. It must not be 
forgotten that climate change is a global public good and the Gleneagles Summit called for remedial 
action by both G-8 members and the MDBs. There are legacy issues in the accumulation of greenhouse 
gases and therefore the spirit of mutual accountability and the principle of ‘common but differentiated 
responsibilities’ should not be forgotten, as the Action Plan is fine-tuned. There is a clear need for more 
resources, especially on grant terms.  
 
 We welcome the steps proposed for transition to a low carbon economy and have embarked on a 
Bank assisted country study on the subject. The international community has to fulfill its part and provide 
additional resources if economic development is not to be jeopardized by the transition to a low carbon 
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economy. Considering the pressing energy access needs in sub-Saharan Africa, South Asia and many 
other regions, the Bank should continue to offer a broad menu of energy options. Given energy financing 
needs of about $165 billion per annum, we feel that the Bank’s ambition of raising lending to the 1990s 
level of $10 billion (during FY06-08) is too modest. Finally, apart from financial resources, it is very 
important for the Bank to play an active role in promoting the development and collaborative transfer of 
new technologies to developing countries. 
 
Trade 
 
 We have once again missed a deadline for delivering on the development promise of the Doha 
Round. Developing countries are strongly committed to a rule-based global trading system and have 
demonstrated their willingness to be flexible in arriving at an early positive conclusion of the Doha 
Round.  It must be recognized that, for several of the world’s poor, agriculture is not simply a commercial 
activity but a way of life and a means of subsistence.  The outcome of the Doha has to factor this in and 
ameliorate the distress of large sections of the world’s poor. Developed countries have to take the lead by 
bringing down the level of massive trade-distorting subsidies provided to their agriculture sector.  The 
Bank and the Fund should continue to focus their advocacy and research on highlighting these perils as 
also the development potential of trade liberalization. It is in everyone’s interest to save the Doha Round.  
 
 
Statement by Mr. James M. Flaherty, Minister of Finance, Canada12 
 
 Our discussions this weekend have a common theme: ensuring that the Bretton Woods 
institutions remain relevant and effective in an evolving global economy. Both the International Monetary 
Fund (IMF) and World Bank face situations in which many middle-income members that have 
traditionally relied on international financial institution financing are now increasingly able to access 
private markets. While this is a testament to the success of the development process, most of these 
countries continue to suffer from large and persistent pockets of poverty. The development issues 
associated with low-income countries, including fragile states such as Afghanistan and Haiti, also 
continue to pose challenges. And for all borrowing countries, there is a strong desire for a more effective 
voice to reinforce developing country ownership of World Bank lending programs and policy advice. 
 
 As discussion of IMF reform continues to gather steam, we need to constructively review the 
challenges facing the World Bank to ensure that it can continue to effectively and credibly fulfill its 
poverty reduction mandate. Recently, the Government of Canada announced a three-point program for 
enhancing the focus, efficiency and accountability to ensure the effective use of aid resources in our 
international assistance efforts. These principles are equally valid for international institutions. 
 
Focusing on Areas of Comparative Advantage 
 
 Our first priority is strengthening focus. Shareholders are looking to the Bank to sharpen its 
priorities and improve the focus of its operations. This will require a candid assessment of the budgetary 
pressures and spending trade-offs as well as a stronger focus on results. The Bank’s strategic vision must 
be aligned with its core competencies and comparative advantages. In this vein, we look forward to the 
Bank’s forthcoming analysis on its long-term strategy to identify priority actions and internal capacity to 
promote global poverty reduction efforts over the next 10 years. We would stress that it will be critical for 
                                                 
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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this exercise to take full stock of the Bank’s two-pillar development strategy—improving the investment 
climate and empowering people—to ensure that it can successfully meet these new challenges and take 
advantage of new opportunities. 
 
 As recommended by the report of the United Nations Secretary-General’s High-Level Panel on 
UN System-Wide Coherence, the Bank, IMF and UN must work more closely together to remove 
unnecessary duplication and build on their respective strengths. In this regard, there are two areas of 
comparative advantage where we see the Bank playing an increasingly important role. 
 
Provision of Global Public Goods 
 
 While much of the Bank’s work is undertaken at the country level, the institution also has a 
critical role to play in addressing issues that transcend national boundaries. In 2000, the Development 
Committee asked the Bank to focus on five broad priorities for global collective action: communicable 
diseases, economic governance and financial stability, the environmental commons, trade integration and 
the knowledge revolution. In our view, these issues are even more important today. Moreover, to the 
extent that the financing for public goods is critical for poverty reduction, there is even a larger role for 
the Bank.  
 
 Let me take this opportunity to also commend the Bank for several of its recent initiatives. In 
particular, we welcome: 
 

• The recent launch of the innovative Advance Market Commitment (AMC) initiative for a 
pneumococcal vaccine, to which Canada contributed $115 million. The discovery of such a 
vaccine is expected to save more than 5 million lives in the developing world by 2030. 
Ireland will follow the progress of this initiative and participate as an observer in subsequent 
AMC discussions. 

 
• The ongoing work of the Extractive Industries Transparency Initiative (EITI), to which 

Canada contributed $750,000 for this year. The EITI strengthens the transparency and 
accountability of resource-rich developing countries for the revenues received from foreign 
companies. 

 
• The recent launch of the Caribbean Catastrophe Risk Insurance Facility Trust Fund, to which 

Canada contributed $20 million. The facility provides small Caribbean countries with risk 
insurance against natural disasters—insurance is not currently available from private markets. 

 
• The Bank’s Action Plan on the Clean Energy for Development Investment Framework, which 

addresses the issues of energy access, mitigation and climate change. Going forward, the 
Clean Energy Investment Framework will need to be mainstreamed into the Bank’s work and 
anchored in its client-driven Country Assistance Strategies. 

 
• The Bank’s recent initiative to establish a Trust Fund for Statistical Capacity Building, to 

which Canada is contributing $6 million over the next three years. Improved statistical 
systems are essential for accountability, evidence-based policy development and the 
assessment of aid effectiveness. 

 
 Going forward, the Bank will need to clearly identify its areas of comparative advantage and 
adopt a collaborative approach in the provision of global public goods.  
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Promoting Gender Equality 
 
 The World Bank also needs to play a critical role in supporting women’s economic 
empowerment. At our 2006 Spring Meeting, Canada strongly encouraged the Bank to fulfill its 
commitment to develop a gender action plan that is integrated into its broader activities. Canada 
commends the Bank for having launched its Gender Equality as Smart Economics Action Plan, which 
outlines the Bank’s comparative advantages in and commitments to achieving the gender equality and 
women’s empowerment Millennium Development Goal. To underscore the importance of this work, 
Canada has contributed C$1.5 million to support this plan. We strongly encourage the Bank to devote the 
resources necessary to ensure full implementation of the gender action plan. 
 
Effective Aid for Differing Development Needs 
 
 Our second priority is improving efficiency. At the World Bank, this means providing aid that 
effectively addresses a spectrum of development needs. The 2005 Paris Declaration describes aid 
effectiveness in terms of a new partnership for development based on the principles of local ownership, 
alignment and harmonization, managing for results and mutual accountability. In addition to ownership, 
countries need the capacity to deliver their development agendas. The World Bank’s report on 
Harmonization and Alignment for Greater Aid Effectiveness recognizes the importance of building strong 
institutional capacity and the important role that the Bank must play to achieve sustainable development 
results. 
 
The Challenge of Africa 
 
 Now, more than ever, we have an opportunity to make real progress in Sub-Saharan Africa as 
governance reforms, higher commodity prices, increased aid flows and debt relief have significantly 
improved the region’s economic outlook. To take advantage of this opportunity, we must carefully 
consider those areas where donors and the Bank can have the largest developmental impact.  
 
 A key area is improving debt management policies and enhancing debt sustainability. The 
Heavily Indebted Poor Countries and Multilateral Debt Relief Initiatives have provided the world’s 
poorest and most indebted countries with an unprecedented opportunity to focus resources on poverty 
reduction. It is critical that we use this opportunity wisely and avoid the re-accumulation of unsustainable 
debt and another lend-and-forgive cycle. 
 
 Going forward, the Bank and IMF need to undertake a more rigorous analysis of mechanisms that 
can signal when a country’s debt accumulation threatens to become unsustainable. This should involve 
transparent guidelines for borrowers and creditors, which encourage responsible financing practices and 
create incentives for the provision of more accurate and timely data to the World Bank’s Debt Reporting 
System. 
 
 Investments in health and education are also key to ensuring that people can take advantage of 
stronger economic conditions. At the Annual Meetings in September, Canada joined the Netherlands, 
Norway, Sweden and the United Kingdom to release a statement in support of broad-based long-term 
predictable financing in education in order to realize the full potential of these investments. Canada is a 
strong supporter of the Education For All – Fast Track Initiative (EFA-FTI), which encourages donor and 
recipient countries to work in a spirit of partnership to achieve the education Millennium Development 
Goals. Last year, Canada announced a $25-million contribution to multilateral assistance through the 
EFA-FTI. This is in addition to the $240 million that Canada had earlier committed under its bilateral aid 
program in support of the EFA. We look forward to a successful meeting in Brussels in May. 
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Failed and Fragile States 
 
 Successfully reintegrating failed and fragile states into the global economy represents another 
major challenge. Almost 500 million people live in fragile states, with about half of these populations 
earning less than a dollar a day. Canada, Ireland and the Caribbean welcome the decision to include 
fragile states as a special theme in the IDA15 replenishment exercise. A key issue is how the International 
Development Association (IDA) can best help fragile states to strengthen their institutional capacity and 
improve their governance structures. Weak capacity and governance not only hinder development, but 
also limit aid allocations under IDA’s Performance-Based Allocation System. We must give priority to 
early efforts to build capacity in post-conflict countries and, as a matter of prevention, other fragile states. 
Analysis is also needed on possibly expanding the financial instruments IDA has available to meet the 
needs of fragile states, including both duration and eligibility for post-conflict allocations. A well-targeted 
and monitored capacity-building plan should be a central piece of the Bank’s overall reform program and 
Country Assistance Strategies in post-conflict and other fragile states. Further, we strongly suggest close 
cooperation with the UN in setting the stage for international efforts in early recovery and medium-term 
reconstruction. 
 
IBRD Partner Countries 
 
 We welcome the World Bank’s recent evaluation of its role in International Bank for 
Reconstruction and Development (IBRD) partner countries. The Bank’s engagement in these countries 
must be based on its comparative advantages and reinforce the institution’s poverty reduction mandate. A 
key comparative advantage of both Bretton Woods institutions is the provision of technical assistance to 
strengthen both economic policy-making and institutional capacity. This is clearly the best way to ensure 
that conditionality is kept at a minimum, while improving investment climates and reducing income 
inequalities. 
 
 While more can be done to streamline lending operations in many IBRD partner countries, we 
would underscore the continued need to maintain strong project social and environmental safeguards. 
These strong standards are critical to ensure that the Bank’s operations continue to have a strong 
developmental impact. It follows that the Bank needs to exercise caution that these standards are not 
eroded in countries, which have access to financing from private financial institutions. 
 
Small States 
 
 Efforts to advance the development agenda cannot overlook the particular challenges facing small 
states, particularly in the Caribbean region. The Bank has an important role to play in assisting small 
states to position themselves for success in an increasingly globalizing world. There is a clear need for 
additional analytical work on options to promote competitiveness, diversification and increased trade. The 
continuing loss of critical skills in many small states as a result of migration also presents an important 
challenge. Support for human resource development is crucial as these countries expand services and 
other exports in which they have a comparative advantage. On the related issue of remittances, we 
encourage the Bank to continue to work with other international financial institutions and partner 
countries to better understand these arrangements and improve their effectiveness. To that end, we look 
forward to upcoming work by the World Bank on the Canada-Caribbean remittance corridor. 
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Enhancing Accountability Through Improved Governance 
 
 Our third priority is increasing accountability. At the World Bank, we aim to do this in a variety 
of ways, including through governance reforms. The World Bank and IMF have different mandates, and it 
is not necessary for governance reform at the two institutions to proceed in lockstep. However, there is a 
clear need to assess how best to enhance the voice of developing countries within both institutions. The 
discussion in the Bank should include consideration of how to improve transparency and accountability of 
selecting the President, the scope to increase staffing resources for African Executive Board 
constituencies, and how developing countries could be encouraged to take up their full IDA subscriptions. 
The institution also needs to review how best to attract qualified developing country candidates to senior 
management appointments. On this point, I would congratulate the Bank on its recent appointment of two 
dynamic African women as new Vice Presidents. 
 
 In moving ahead with governance reforms, the differences between the two Bretton Woods 
institutions also need to be respected. In particular, World Bank reforms must appreciate the Bank’s 
capital structure and ensure the preservation of the IBRD’s credit rating in international capital markets. 
 
Conclusion: Ensuring a Strong Institution Going Forward 
 
 In closing, it is essential that the World Bank remain a strong and viable institution in a changing 
global economic environment. It has been almost a decade since the Bank’s financial situation was 
reviewed by an independent committee in the wake of the Asian financial crisis. For my part, I believe 
that serious consideration could usefully be given to a new exercise that would review the implications of 
the growing access of many middle-income country members to international capital markets for the 
Bank’s longer-term financial situation, as well as current proposals to consider more active risk 
management practices as a way to bolster its net income in the coming years. 
 
 
Statement by Mr. Awang Adek Hussin, Deputy Minister of Finance, Malaysia13 
 
Global Monitoring Report 2007:  Confronting the Challenges of Gender and Fragile States 
 
 At the Millennium Summit in September 2000, world leaders shared vision of a much improved 
world by 2015 where extreme poverty is cut by half, child mortality is greatly reduced, gender disparities 
in primary and secondary education are eliminated, women are more empowered and health and 
environment indicators improve within a global partnership for development.  Nearly seven years after 
the New York (Millennium Summit) and five years after Monterrey (Financing for Development 
Summit), progress toward achieving the Millennium Development Goals (MDGs) has been mixed.  
 
 We appreciate the decision to focus this year’s report on the MDG3, i.e. the promotion of gender 
equality and empowerment of women because gender equality is key to accomplishing the other goals.  In 
this regard, the adoption of the World Bank’s Gender Action Plan (2007-2010) is timely but we must 
ensure greater emphasis on its implementation. The Plan could well be the starting point for gender-
sensitizing and gender mainstreaming of the World Bank Group. Strategies and activities of the World 
Bank Group as well as other international financial institutions (IFIs) should encompass gender elements, 
which include targeting women in employment opportunities, access to credit, and ownership of land all 
                                                 
13  Representing the constituency of Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, 
Singapore, Thailand, Tonga and Vietnam. 
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of which will contribute to meeting the established MDGs. We note with concern the shortcomings and 
shortage of the official indicators for monitoring progress in attaining MDG3.  In this regard, we welcome 
the introduction of five supplemental indicators to better measure gender equality in the household (four 
indicators) as well as in the economy and market (one indicator).  
 
 We are pleased with the recent announcement by the Group of Eight (G8) Ministers, with 
responsibility for development policy, to set up microcredit facilities for the African nations with 
cooperation of the World Bank. This is expected to lead to increased availability of funds and improved 
access to credits among the poor, especially women.  Microcredit especially the group-based lending 
programs have empowered many women in my country and the countries that I represent with improved 
access to financing and self-employment opportunities.  The programs in my country have proven that 
women tend to be good paymasters as the rate of non-performing loans has been very small.  Therefore, it 
tends to show that women carry much lower credit risks than men.  
 
 I also wish to share that in our constituency, and my country in particular, there is a specific 
Ministry responsible for women issues. Since its establishment in 2001, the focus on women issues such 
as employment opportunities has been more apparent. The Ministry is continuously undertaking a number 
of efforts in addressing gender issues in tandem with the nation’s aspiration. In addition, there is a 
Cabinet Committee on Gender Equality, which was established in 2004. Tasked among others with the 
formulation of policies and strategies on achieving gender equality, the Committee is chaired by the 
Honorable Prime Minister. Its members are made up of authorities/agencies directly or indirectly involved 
in the interests and roles of women in the society. 
 
 Further, we welcome the special focus given to the fragile states that account for 9 percent of the 
developing countries population but with least prospect of achieving the MDGs due to weak institutional 
capacities and governance, political instability, and face disadvantages across most dimensions of 
development.  We are in full support that efforts to support their transition from fragility must be 
deepened through improving response time to crises and opportunities, increasing field presence, better 
inter-agency collaboration, and building on lessons from successful state-building transitions.  We share 
the view that emphasis should also be placed on country responsibility, but it must be complemented with 
coherent, coordinated and harmonized measures by other partners, including donors and developed 
countries.  
 
Accelerating Development Outcomes in Africa - Africa Action Plan 
 
 We are pleased with the continued progress in the implementation of the Africa Action Plan 
(AAP) and support the proposed revisions to the Plan to increase selectivity and sharpen the focus on 
results.  We share the view on the continued relevance of the original goals of the AAP, namely to 
support African countries’ efforts to accelerate pro-poor growth and maximize achievement of the MDGs. 
 
 We agree that the current AAP was too comprehensive, and did not distinguish adequately 
between achieving results in countries and internal Bank process.  Therefore, we welcome the proposed 
changes where the AAP will be more focused with clear targets for each of the eight flagships areas.  
These flagships areas are also in line with the MDGs for Africa; however, we are concerned about the 
ability to implement these plans since scaling up of aid has not yet been delivered and trade talk has been 
stalled. 
 
 With regard to strengthening the African private sector (Flagship I), there is a recognition that 
government needs to provide a predictable and attractive climate for enterprises to flourish – political 
stability, legal framework, policies, infrastructure, and investment incentives. 
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 On building skills for competitiveness (Flagship III), human capital development is the key to 
poverty alleviation and the rationale for providing good quality education in Africa is never more 
compelling.  Education contributes to economic well-being and cohesive, stable communities, and it 
empowers the poor to exit poverty.  The thrust should be on increasing accessibility, strengthening the 
delivery system and improving the quality of education.  Efforts should also be made to close the gap 
between rural and urban schools through upgrading of teaching and learning facilities and placement of 
more trained teachers in rural schools.  Policy makers must also ensure that teaching profession remains 
attractive, their wages are comparable to other services and appropriate incentives be introduced for those 
serving in the rural and remote areas. 
 
 We support the regular review of the progress of the AAP, but feel that the current review may 
be too early to determine the overall effectives of the AAP.  Therefore, we would like to propose that the 
AAP be reviewed every three or four years, and the progress of implementation be reported to the 
Development Committee every two years. 
 
Progress Reports on Voice and Representation; Bank-Fund Collaboration; Governance and 
Anticorruption; and Fiscal Policy for Growth and Development 
 
Voice and Representation 
 
 On the issue of voice and representation, we commend the Bank for coming out with the options 
paper to address this complex and multidimensional subject.  The paper could be a starting point for us to 
have a more focused discussion and consideration of this issue, which may take some time before we 
could reach satisfactory decision.  Our view is that the overall reform process should be guided by sound 
principles that will bring real enhancement of voting strength of the developing and countries in transition 
(DTC). In addition, we think that the options requiring structural changes, including the amendment to the 
Articles of Agreement, should be considered more cautiously in order to produce desired results.  
Notwithstanding the Fund and the Bank are two separate institutions, we acknowledge that this process 
requires close coordination between the two since they have common shareholders and similar 
development objectives. 
 
Bank-Fund Collaboration 
 
 Given the resource constraints, the Bank must be selective in its priorities, collaborative in its 
approach and prudent in its deployment of resources.  The External Review Committee recommends, 
among others, that the delineation of areas of responsibility for financial sector issues should be based on 
the comparative expertise of the institutions, along with the views of the country, and not based on a 
country's income levels. We therefore concur with the Committee's endorsement on the recommendation 
made by the Independent Evaluation Office (IEO) that “the Fund takes the lead where there are 
significant domestic or global stability issues, and the Bank takes the lead where financial sector issues 
are paramount". 
 
Strengthening World Bank Group Engagement on Governance and Anticorruption 
 
 We welcome the revised paper on the World Bank Group’s Governance and Anticorruption 
(GAC) Strategy, which has incorporated the concerns and issues raised by us, and the Board. Of 
particular note is that the Bank will remain engaged in all country circumstances, while government is 
repositioned as the Bank’s core counterpart in the implementation of the strategy.  In addition, the 
Strategy is not intended to be a one-size-fits all, but rather tailor-made to country specific circumstances.  
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We look forward to receiving the Implementation Plan in the coming months as well as its subsequent 
annual progress reports. 
 
Fiscal Policy for Growth and Development 
 
 Finally, we broadly agree with the fiscal policy approach that incorporates both the stabilization 
and growth perspectives. We also concur with the view that the design of a sound fiscal policy should 
take into account the different needs and constraints of countries at different levels of development. 
Moving forward, we welcome the Bank-Fund’s joint efforts on improving public finance data and greater 
collaboration with other relevant stakeholders in order to promote sustainable growth and poverty 
reduction. 
 
 
Statement by Mr. Li Yong, Vice-Minister of Finance, People’s Republic of China 
 
 We welcome the discussion by the Development Committee of the two agenda items of 2007 
Global Monitoring Report, and Africa Action Plan. I would like to share with you our positions on the 
agenda items as well as other items in the background papers. 
 
Global Monitoring Report and Aid Architecture 
 
 We are glad to note the further progress towards MDGs achieved by the developing countries in 
2006, and that poverty incidence declines somewhat in the low-income developing countries. However, 
progress varies in different regions. The overall population of the poor hardly diminishes, while the Sub-
Sahara Africa and South Asia remains off the track of most MDGs. As the year of 2015 approaches, we 
are facing the huge challenge of achieving MDGs. 
 
Aid Architecture 
 
 Official Development Assistance (ODA) plays a key role in facilitating developing countries to 
achieve the MDGs. In terms of the overall ODA volumes, the huge financing gaps still lie as the binding 
constraints for development. While debt reduction has enhanced the developing countries’ capacity for 
self-development, its direct impact on fiscal revenue is limited. Therefore, the developed countries should 
make concrete efforts to raise the ODA levels to the target of 0.7% of GNP. In terms of the ODA flows, 
the current tendency of the traditional donors’ withdrawing from the infrastructure and productive sectors 
should be rectified; more ODA resources should be shifted to infrastructure development and productive 
sectors, promoting growth and development in a more direct and effective way.  
 
 We maintain that a core role for the multilateral development institutions under the global 
development system is to facilitate the transfer of resources to the developing countries. Currently, it is 
critical for the IDA 15 Replenishment to mobilize more ODA resources. Thus we urge the developed 
countries to step up efforts to support IDA. We welcome the progress achieved on the innovative 
financing mechanisms, which should focus on increasing the overall level of ODA and ensure additional 
resources. 
 
 With enhanced economic development and growth, some developing countries are participating 
more actively in the international cooperation to provide assistance to the extent possible to other 
developing countries, adding fresh vigor to the “South-South Cooperation”. Such mutual assistance 
among developing countries represents equal development partnerships rather than the traditional donor-
recipient relationships. 
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Gender Equality 
 
 The essence of gender equality requires full and equal participation in the social and economic 
life by all human beings. Therefore, it should be applied as a principle to every specific area through the 
whole process of development, taking into consideration the different historical and cultural context in 
various countries. Being one of the MDGs itself, the gender equality delivers a great impact on the overall 
goal system. We believe that empowerment of women in the process of development will contribute to 
the improvement in education and health, which will speed up the pace towards economic growth and 
MDGs. While we support the adoption of the additional indicators to better monitor the gender issue, we 
believe more importantly, the role of women in social and economic life should be reflected in country 
and project level. 
 
Fragile Countries 
 
 The fragile countries deserve more attention and support. We believe that: First, the international 
community should scale up ODA to these countries. Second, the assistance strategy should be based on 
the country context and be aligned with the recipient country’s own development strategy. Third, 
attention should be given to rehabilitating and strengthening the country’s capacity both in public 
management and sustainable development on its own initiative so as to ensure the nation’s long term 
stability and prosperity. Fourth, the focus on basic economic and social infrastructure services should be 
maintained to promote the economic stability and growth, reduce poverty and improve human 
development indicators. 
 
Progress and Changes in the Africa Action Plan 
 
 Holding a key position to the global development, the African region especially the Sub-Sahara 
region faces substantial challenge in achieving the MDGs. The World Bank Group’s Africa Action Plan 
plays an active role in promoting the economic growth and social development in Africa. And we 
consider it necessary to review and adjust the Plan in the context of the changing situation and demand. 
 
 The implementation of Africa Action Plan should respect and support the ownership and 
leadership of the African countries in their own development. We fully support the country-based model 
adopted by the World Bank. The Africa Action Plan should also be consistent with the priority areas 
identified by the country-owned Poverty Reduction Strategy. 
 
 We concur with the vision of fostering shared growth of the Plan, and support the eight flagships 
and three cross-cutting objectives. While the critical development impact of infrastructure and agriculture 
should be emphasized in the new Plan, industrialization and private sector deserve more support to 
develop new growth impetus for a country’s economy. By doing so, economic stability and sustainability 
can be greatly enhanced to realize a growth with improved equality, which will lay a sound foundation for 
MDGs. 
 
 The Plan should also highlight the special role of regional cooperation and South-South 
cooperation in the development of the African region. Economies of scale could be achieved through 
regional cooperation, while South-South cooperation will add to the necessary development resources for 
the African countries. Also, South-South cooperation will contribute to the knowledge sharing and the 
formulation of new, equal and mutually beneficial development partnership among developing countries. 
We believe that the regional cooperation and South-South cooperation are feasible approaches for Africa 
to further participate in and benefit from the globalization, which should be advocated by and integrated 
in the Africa Action Plan. 
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Bank’s Action Plan of Clean Energy for Development Investment Framework 
 
 Addressing climate change and the related clean energy issue is an urgent global task ahead of us. 
The international community should take concrete action to push for substantial progress in the Clean 
Energy for Development Investment Framework (CEIF) proposed by the Bank. 
 
 Clean energy is a development issue as well as an environment issue, but first of all, it is a 
development issue. Only when meeting energy demand for development of all countries, can the human 
beings effectively arrest environmental issue related to energy. CEIF should be devoted to address such 
development-relevant key issues as energy supply, incremental cost, alternative energy and clean energy 
technologies. 
 
 The international community should pay close attention to expanding energy supplies to meet the 
demand in low-income countries. We support the Africa Energy Scale-up Plan outlined in the Bank’s 
Action Plan. We call on the international community to mobilize additional resources and innovate 
financial instruments so as to better meet the energy demand in developing countries. 
 
 A long-term and stable global clean energy policy framework should reflect the principle of 
“common but differentiated responsibilities. This principle not only demonstrates developed countries’ 
responsibilities to compensate for their greenhouse emissions to date, but also ensures that developing 
countries will be able to contribute to the global emission reduction without sacrifice of their economic 
development and achieve clean development. We support the proposed Carbon Continuity Fund in the 
Bank’s Action Plan and urge the international community to reach the consensus as soon as possible. 
 
 One of the most important roles of CEIF is to mobilize additional resources and compensate the 
incremental cost of developing countries during the process of clean energy development and emission 
reduction. We encourage the Bank to further explore new financing mechanisms and take the lead in 
contributing to CEIF. 
 
 We urge the international community to enhance the technology transfer so as to help developing 
countries develop clean energy. The international community should fully consider and respect the fact of 
the dominant role of the traditional energy in the next decades and support the developing countries in 
transfer, utilization and development of the clean energy technologies, and help improve their energy 
efficiency. 
 
Voice and Representation of the Developing and Transitional Countries (DTC) 
 
 Enhancing the Voice and Representation of DTC in the decision-making process of the World 
Bank Group is a fundamental requirement of the Bank as a multi-lateral development agency, an 
important safeguard for fulfilling the Bank’s mandates of poverty reduction and development and a major 
measure in promoting democratization in global economic relations. The primary principle and aim of the 
Bank’s reform is to increase the share of overall voting power of the developing and transitional countries 
and realize ultimately the allocation of 50% of the Bank’s capital to DTC. We do not advocate the 
Selective Capital Increase which reallocates the shares among the developing countries. Based on this, we 
are open to all specific options on reforming capital structure and voting power. 
 
 We support other ways of enhancing the participation of the developing countries in decision-
making process. We encourage the Bank to reinitiate the discussion on the selection process for the heads 
for the BWI. The Bank should increase the transparency of the selection process so that DTC nationals 
can also be considered. We support the increase of additional chair in the African constituencies in the 
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Board. We also support a higher representation of DTC nationals in senior management positions, and to 
this end, we hope the Bank can work out as soon as possible specific action plan.  
 
 Given the differences in mandates and priorities of the Bank and the Fund, there is no need for 
the Bank to copy mechanically the process of the Fund. However, we believe that the Bank can build on 
the success of the Fund reform and that principles followed by the Bank and the Fund should be 
fundamentally consistent. 
 
Strengthening Bank Group Engagement on Governance and Anticorruption 
 
 We welcome the document on Strengthening World Bank Group Engagement on Governance 
and Anticorruption that has been endorsed at the meeting of the Executive Directors and broadly support 
that the Bank further reinforces its governance and anticorruption (GAC) work. We appreciate some of 
the guiding principles outlined in the GAC document. Given the importance, complexity and sensitivity 
of this work, the Bank must unswervingly conform to its Articles of Agreement and Mandate, stick to 
development as Bank’s core mission, abide by the principle of non-politicization, respect country 
ownership and leadership of its members, treat governments of its member countries as the principal 
counterparts, focus on areas where the Bank has comparative advantage, help developing countries 
strengthen and improve governance in an equal manner. 
 
 We appreciate the Bank’s good practices during the process of formulating the GAC paper. We 
particularly appreciate the Management for conducting the extensive and inclusive consultation process, 
and respecting and heeding to all different messages according to the guidelines governed by the 
Development Committee Communiqué at the Annual Meetings in Singapore. Looking ahead, the GAC 
work will move on to the important task of implementation. We encourage the Management to apply the 
guiding principles laid down in the GAC paper and pay close attention to different views and suggestions 
of parties concerned to ensure Bank’s GAC work is always on the right track. 
 
Fiscal Policy for Growth and Development 
 
 Fiscal policy is one of the major tools for macroeconomic adjustment. It plays an irreplaceable 
role in stimulating economic growth while maintaining macroeconomic stability. We support the Bank’s 
role as a knowledge bank. We encourage the Bank to do more research and analytical work, and explore 
continuously fiscal policy which helps maintain economic stability and contributes to growth and 
development. We encourage the Bank to improve its policy advice so as to help promote economic and 
social development of the developing countries, scale up the process of poverty reduction and achieve 
MDGs. 
 
 We reiterate, when helping the developing countries in designing fiscal policy, the Bank’s advice 
should be tailored to their specific situations and different stages of  development, and complement other 
macroeconomic policy package of the client countries. 
 
External Review Committee on Bank-Fund Collaboration 
 
 We commend Mr. Malan and the External Review Committee for the tremendous efforts and 
effective work undertaken to produce the useful report. 
 
 We believe that as a prerequisite to enhance the Bank-Fund collaboration, both institutions should 
conduct a comprehensive review of its core business and responsibilities and their changes to date, and 
make a clear and realistic redefinition of its roles and business scopes in accordance with its own Articles 
of Agreement, so as to enhance its own core competencies and competitive edges and better meet the 
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different demands of the developing countries under the new situations. In collaborating work together, 
both institutions should adequately address the concerns of the developing countries, facilitating their 
roles in setting the rules and regulations of the international economic system, protecting the benefits of 
the developing countries, and promoting the establishment of a fair and equitable international economic 
order. 
 
 In line with the comparative advantages of the two institutions delineated in its Articles of 
Agreement and reinforced through years of experiences, the Fund should focus its role in providing stable 
monetary and financial environment, maintaining macroeconomic stability, enhancing surveillance on 
member countries, particularly international reserve currency countries, and strengthening the crisis 
prevention and management capacity of the member countries. The Bank should focus its role in 
promoting the effective allocation of productive factors such as domestic and international capital, labor, 
technology and natural resources, creating favorable conditions for sustained and balanced social and 
economic development, and playing an enhanced role in stocktaking of development experience and 
promoting diversified paradigms of development. 
 
 
Statement by Mr. Sergei Storchak, Deputy Minister of Finance of the Russian Federation, on behalf 
of Mr. Aleksei Kudrin, Minister of Finance of the Russian Federation 
 
Global Monitoring Report 2007:  Confronting the Challenges of Gender Equality and Fragile States 
 
 We have reviewed with interest the 2007 Global Monitoring Report. In our opinion, the Report 
enables an objective assessment of the progress towards the Millennium Development Goals (MDGs). 
We welcome the Report’s focus on the challenges of gender equality and acceleration of the fragile states’ 
development. Without giving adequate responses to these challenges, one cannot expect a major 
improvement in the quality of development assistance and in strengthening its impact on furthering the 
MDGs. 
 
 We are satisfied that the prospects for the reduction of the absolute poverty in the world 
significantly improved over the recent years. The stable growth of the word economy, in which the 
developing countries, including those from the Sub-Saharan Africa, play a growing role, underpins these 
prospects. We share the view that sustaining and increasing the rates of economic growth in the 
developing countries is key to meeting the MDGs.  
 
 However, we should not forget about the risks. The Report associates them, mainly, with the 
external shocks including the disorderly unwinding of global imbalances and the fall of prices of the key 
export commodities. We believe that both the international community and the aid recipient countries 
themselves should take steps aimed at making national economies more resilient to external shocks. This 
requires raising productivity and competitiveness, and increasing domestic resource mobilization for 
development. The long-term acceleration of growth cannot be achieved without bridging the huge 
infrastructure gap characteristic of the poor countries, without a decisive fight against the energy poverty, 
and without economic diversification and modernization based on industrial development and application 
of advanced technologies. 
 
 Although the Report discusses the factors that constrain the growth potential, the Report limits 
them, mainly, to deficiencies in the investment climate and governance. Without denying the great 
importance of these factors, we, nevertheless, believe that it is equally important to appreciate the 
connection between accelerating the growth and addressing the above fundamental problems. This is also 
important in light of the Clean Energy for Development Investment Framework – The World Bank Group 
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Action Plan presented to the Development Committee. A key element of the Framework is improving the 
poor countries’ access to the modern types of energy.  
 
 In some poor countries, accelerated economic growth has not had a tangible impact on the socio-
economic situation of a significant share of the poor. This worrisome trend deserves special attention.  
 
 We believe that the Bank should continue its work on developing a comprehensive analytical 
framework that links economic growth, poverty and environment. This is needed for scaling up the efforts 
towards the MDG-7 – ensuring environmental sustainability. Such an analytical framework is critical for 
the counties, whose economic growth relies, mainly, on the natural resources. It would be beneficial to 
continue, among other things, the analysis of the factors determining the adjusted net saving rate and, 
consequently, the opportunities for sustainable development. 
 
 We are quite satisfied that the Report, for the first time, pays significant attention to the 
qualitative side of international development goals. The Report, for instance, provides shocking facts on 
the quality of education and health services in the poor countries. We believe that the introduction of new 
qualitative standards would serve the interests of the both donors and aid recipients. Such standards 
should allow measuring the real progress in these areas. The need for measuring the quality is behind 
Russia’s initiative on improving the quality of basic education in the developing countries that G8 
approved at its St. Petersburg summit. Adequate measures of quality are critical for monitoring the 
implementation of multilateral projects, for instance, the Education for All Initiative. We would consider 
defining basic learning goals for primary school completion and building assessment systems to monitor 
the quality of education outcomes a step in the right direction. The same applies to measuring the quality 
of the health services. Many poor countries’ concern about losing skilled workers to other countries 
deserves attention – such countries should be assisted in putting in place appropriate incentives for their 
retention. 
 
 One of the central Report topics is strategies for meeting the MDGs to promote gender equality 
and empower women. We agree with the conclusion that addressing this challenge would not only 
produce humanitarian impact but would also speed up economic growth and poverty reduction. We also 
support the proposal on introducing additional indicators to measure progress in this area. 
 
 Nevertheless, an unqualified use of women’s share of nonagricultural wage employment as an 
integrated indicator of progress in their economic and social standing raises doubts. An increased 
employment of women in mining and other jobs overstretching their physical abilities and damaging their 
health can hardly be called a progress. The increased participation of women in the labor force can 
improve their position in the society only if their health and safety, and maternity are adequately 
protected. One should not neglect such considerations. We believe that the action plan in this area 
requires additional work. 
 
 The Report, for the first time, systematically examines the development challenges of the fragile 
states. It clearly demonstrates the conflict between the fragile states’ increased needs in external aid and 
its insufficient volumes, unpredictable flows, as well as donor fragmentation. Comprehensive 
mechanisms for working with the fragile states are only emerging. We believe that the IFIs need to 
intensify their work on the fragile states, particularly those that are emerging from crises and moving 
towards normal development. Because of the specific challenges facing the fragile states, the IFIs should 
rely, to a greater degree, on coordination and division of labor with other institutions, such as the 
specialized UN agencies. 
 
 We believe that the recently adopted strategy for the World Bank Group’s engagement with the 
fragile states is a good basis for consolidating efforts in this area. Nevertheless, one must avoid harmful 
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distortions in its implementation, particularly, as it relates to human resources polices of the Bretton 
Woods institutions. Furthermore, the criteria for classification of countries as fragile states require 
additional clarification. Such criteria are not entirely transparent and differ from the World Bank Group to 
the regional development banks and to the official donor agencies. One should avoid designating 
countries as fragile states based on unrelated characteristics. This leads to cutting such countries off from 
the regular sources of development financing. 
 
 The Report attempts to provide a comprehensive and objective assessment of the status of the 
international development assistance including its volume, instruments and quality. We would like to 
point to the following developments, which, in our opinion, reflect major structural shift in this area: 
 

• decreasing share of assistance provided by the multinationals, including IDA; 
 

• growing number of donors due to the increase in the new official donors and private donors 
that do not participate in the established aid harmonization and donor coordination 
mechanisms; 

 
• increase in the number and significance of the so-called vertical funds targeting specific 

global issues, which do not always coincide with the priorities of the aide recipients; 
 

• increase in the share of funds earmarked by the donors for specific purposes. 
 
 The increased donor fragmentation complicates the coordination and harmonization of 
development assistance at the national, regional and global levels. In this context, reduction in the 
multilateral development assistance is most alarming, as the quality of multilateral development 
assistance has proven superior to assistance delivered through other vehicles. The advantages of the 
multilateral form of development assistance include coherence, consistency with the priorities of the 
recipient countries, selectivity, predictability, flexibility as well as its more rigorous evaluation. The 
Report discusses additional problems brought about by the increased complexity of the international aid 
architecture. 
 
 We believe that in light of the above issues, the IFIs should take a critical look at themselves in 
order to understand why they are gradually losing their significance despite their comparative advantages. 
Both the Repot and the paper on Aid Architecture point to a steady decline in the aid financing of the real 
sectors of the developing countries in favor of debt write-offs and social sectors support during the 90s. 
At the same time, the nontraditional donors finance mainly the real sectors, which do not receive 
sufficient funding through the traditional mechanisms. We believe that improving the sectoral allocation 
of the multilateral aid and strengthening its focus on economic growth and productivity remain priority 
objectives for the IFIs.  
 
 It appears that the Bretton Woods institutions can play a stronger catalytic role in mobilizing 
resources for development through both official and private channels. Improved growth rates and social 
indicators in many poor countries evidence their growing absorptive capacities vis-à-vis additional 
resources. It is important that the IFIs provide to their development partners accurate assessments of 
resource needs and fiscal space for growth. 
 
 As the global aid architecture becomes more complex, and donor fragmentation increases, the 
role of the IFIs in aid coordination and harmonization becomes more prominent and, perhaps, even 
overtakes, in its importance, their role as the providers of financial resources. There needs to be a 
breakthrough in the improvement of the quality of aid, primarily, with respect to its flexibility and 
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predictability. Other things equal, this would amount to the increase in the aid volume. Moreover, an 
increase in the share of the multilateral aid would by itself alleviate many of the above problems. 
 
Accelerating Development Outcomes in Africa - Progress and Change in the Africa Action Plan 
 
 We closely follow the implementation and first results of the World Bank’s Africa Action Plan.  
 
 We believe that the World Bank’s main objectives should be removing the obstacles to economic 
growth and increasing the region’s resistance to possible external shocks. 
 
 Overall, we agree with the proposed changes directed at increasing the Plan’s selectivity and 
strengthening its focus on results. We support, among others, the idea of concentrating on 8 priority areas 
– “flagships” – in response to the growing demand from the aid recipients. At the same time, the national 
development strategies of the African countries should remain central during the Plan’s implementation. 
 
 We have no objections to the proposed new classification of the African countries that allows 
taking into account their individual characteristics more fully in providing them with financial and other 
assistance. Here, we would like to emphasize the importance of preserving the Performance-Based 
Allocation System for IDA. 
 
 We believe that the World Bank Group’s knowledge, skills and experience should be applied at a 
greater degree to the development of large-scale, primarily, infrastructure projects, whose implementation 
requires joint efforts and coordination of multiple players: government and private, lenders and donors, 
both bilateral and multilateral. 
 
 
Statement by Mr. Sung Jin Kim, Deputy Minister for International Affairs, Ministry of 
Finance and Economy, Republic of Korea14 
 
Introduction 
 
 It is heartening that in 2006, GDP growth further accelerated to about 6% in both low income 
countries and middle income countries, far outstripping the growth of just under 3% in high income 
countries.  Per capita incomes in the developing world grew strongly and the incidence of poverty 
continued to fall.  Even the absolute numbers in poverty are now falling, notwithstanding population 
growth.  Sub-Saharan Africa’s growth is also strong, and its acceleration started with domestic policy 
reforms before the recent surge in commodity prices, which has certainly also assisted growth in 
commodity exporting countries. 
 
 The acceleration in economic growth in most developing countries has been led by extraordinary 
growth in trade.  Sub-Saharan African exports grew at 30% in 2006, and developing countries’ exports by 
22%.  Industrialized countries exports grew by 12%, still well above the global 1995-2004 average of 8%. 
 
 The implications are clear. Beating poverty will be greatly assisted if we can continue robust 
economic growth, assisted by further trade liberalization. Both rich and poor have an enormous stake in a 
successful completion of the Doha round. 
                                                 
14  On behalf of Australia, Cambodia, Kiribati, Republic of Korea, Republic of Marshall Islands, Federated States of 
Micronesia, Mongolia, New Zealand, Republic of Palau, Papua New Guinea, Samoa, Solomon Islands and Vanuatu. 
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Constituency developments 
 
 The tragic loss of life in the Solomon Islands in this month’s tsunami is a powerful reminder that 
the poor, particularly in fragile states, remain especially vulnerable to natural disasters.  We appreciate the 
Bank’s offers to contribute to the overall reconstruction effort. The costs of disasters are compounded by 
poor infrastructure and limitations to government responses imposed by delicate fiscal positions. 
Potentially, there could be great benefits, throughout the Pacific, Indian Ocean and the Atlantic, of a 
broader version of the World Bank’s recently initiated catastrophe risk insurance in the Caribbean.  Such 
innovative insurance, together with better disaster planning, can greatly help governments’ timely 
response to catastrophe.  We look forward to reviewing the impact of this scheme in the Caribbean and 
the soundness of its underlying financial structure as a step towards it possible wider application. 
 
 The Bank is now well advanced in consultations with the Mongolian and Papua New Guinean 
authorities towards the preparations of Country Assistance Strategies, and we urge steady progress 
towards these desirable frameworks for the Bank’s contribution to the Governments’ priorities in 
development. 
 
 As the Global Monitoring Report 2007 notes, Cambodia has made notable progress against 
HIV/AIDS, TB incidence and in preventing Malaria.  Well-designed and randomized evaluation of 
improvements in health service delivery show how countries can deliver on the quality objectives that 
underlie the MDGs, not just the form of the quantitative goals.  Cambodia’s macroeconomic stability and 
adherence to core labour standards have helped its important garment sector withstand the rigors of 
transition to a ‘post quota’ world and the intensification of Chinese export competition with the latter’s 
entry to World Trade Organization membership. 
 
Quality of MDG progress 
 
 There can be no doubt that inadequate data and insufficient attention to the quality of outcomes 
can compromise progress towards the MDGs. For example, rapid increases of enrollments in primary 
education have occurred in parallel with weak or deteriorating quality of education outcomes. But better 
data and quality standards are not objectives in themselves, but means to the national ends of improving 
delivery performance, and thereby improving citizens’ welfare.  Better data and quality standards are 
most important when they are deployed as national tools of monitoring and accountability between 
governments and their citizens. We would therefore urge that the Bank’s further work on improving data 
and introducing quality measurements be founded in nationally-owned, affordable processes rather than 
additional  globally-mandated standards that may be inappropriate to local conditions and insufficiently 
‘owned’ by the authorities that have to make them work. 
 
Fragile states 
 
 Fragile states demand greater attention from the international community generally and the World 
Bank in particular.  Fragile states comprise one-fifth of the population of low-income countries and an 
estimated one-third of the extremely poor. The Global Monitoring Report 2007 powerfully illustrates the 
extent to which fragile states lag in progress towards the MDGs. The export performance of the 35 fragile 
states identified in the Global Monitoring Report 2007 has remained very weak, and their economic 
growth rates continue to languish below rates of population growth.  80% of the states classified as 
‘fragile’ in 1980 remain in that category today, locked in extreme poverty by a combination of weak 
institutions, poor policies, corruption, and often, conflict or post-conflict failures of the rule of law.  
Increasingly, our focus must turn to how to help them better; they are now the most significant group of 
countries most likely to fail to achieve all the MDGs. 
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 The World Bank, working with others such as the OECD, has developed a sound policy platform 
for fragile states and is gradually reflecting the policy framework in some operations.  But progress has 
been too slow and too inconsistent - the Bank must now rapidly accelerate its efforts, in partnership with 
the UN system and other donors. 
 
 Fragile states have a limited capacity to absorb additional donor financing and we are not calling 
for a marked increase in Bank lending.  We do, however, call for a marked increase in effective 
engagement.  This constituency, and the East Asia and Pacific region, contains more fragile states than 
any others outside Sub-Saharan Africa.  We have first-hand experience of the vital need for a strong ‘on-
the-ground’ presence given the fundamental importance of building functioning and effective political 
and bureaucratic institutions.  The traditional “mission model” of the Bank simply will not work.  The 
Independent Evaluation Group has found that achieving development impact in fragile states requires 
higher levels of country knowledge, which can only be achieved with a sustained in-country presence.  
The Bank must also improve the relevance of its analytic work and be more proactive in promoting the 
Principles of the Paris Declaration.  Fragile states can not afford to expend limited capacity struggling 
with convoluted Bank reports and incoherent donor approaches. 
 
 We welcome the commitments in the recent report ‘Strengthening the World Bank’s rapid 
response and long-term engagement in fragile states’, particularly the pledge to increase staff presence in 
those states by 30 over the next year, within its ‘zero real growth’ budget constraint.  We call for 
management to focus on ensuring implementation of the full range of recommendations in the report.  But 
the report’s recommendations must be seen as just the start of improved engagement.  Further action is 
needed, particularly in enhancing staff presence in fragile states across all regions, including in Sub-
Saharan Africa, the Caribbean, Central Asia and the Pacific.  The number of Bank staff based in fragile 
states will remain very low relative to other Bank clients with much higher domestic capacities, even after 
the additional 30 staff are mobilised. 
 
 Senior Bank management has an obligation to ensure a clear and consistent message is sent to 
staff that fragile states are a priority, including through allocating adequate resources in forthcoming Bank 
Group budgets.  We believe that Bank management should propose options for how to systematically 
measure results and success in fragile states, taking into account both the poor applicability of the generic 
results framework and the desire to minimize the reporting burden on fragile states themselves.  
Governors should have a dedicated opportunity to discuss this, perhaps at the 2008 Spring Meetings. 
 
Gender 
 
 We welcome the focus on gender at the Development Committee.  MDG3 on gender is all too 
often neglected by both governments and donors.  The Global Monitoring Report 2007 presents a strong 
case for why progress towards gender equality is so critical for sustained development.  Improving gender 
equality speeds poverty reduction and growth through the effects on child and family welfare and through 
women’s greater labour force participation, productivity, and earnings.  
 
 Despite the Bank’s improved analysis and its rhetoric on the importance of gender, we question 
whether this is having sufficient impact on Bank operations.  The Gender Action Plan launched last year 
was a very modest plan and has suffered from a lack of profile.  The Global Monitoring Report 2007’s 
section on promoting gender equality through the work of the international financial institutions 
themselves is particularly weak.  As a matter of priority, World Bank management should detail how the 
gender action plan will be effectively implemented over the coming year, ensuring that it dovetails with 
international agreements and initiatives in this area.  The Bank must be accountable for moving beyond 
“abstract mainstreaming” of gender equality issues.  Gender equality mainstreaming must be embedded 
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more effectively in programs; the focus on gender equality outcomes must strengthened in program and 
project implementation; and monitoring efforts for both existing and new indicators must be improved. 
 
Official Development Assistance trends and the aid ‘architecture’ 
 
 Donors are only willing to write off excessive debt overhangs once, and it is of course natural that 
the valuable contribution of Multilateral Debt Relief Initiative and recent round of bilateral debt 
forgiveness to the surge of aid in 2005 and 2006 will soon pass from measured aid volumes.  But why has 
the determination of many donors to double aid over a relatively short period not increased other (i.e. 
non-debt-relief) forms of ODA in 2006?  The numbers suggest it is a contraction in other forms of ODA 
to Sub-Saharan Africa that has limited global ODA growth.  One prominent problem is that 19 of the 
world’s 35 fragile states are in Africa, and their weak institutions, policies and governance limit their 
ability to quickly absorb intended strong growth in aid.  In these instances considerable assistance is 
nonetheless provided by the international community in the form of addressing immediate humanitarian 
and security needs.  
 
 The context for international development has changed dramatically over the past decade.  Non-
aid flows, particularly through private investment, remittances and philanthropic foundations, have 
increasingly been recognised as being important.  The proliferation of aid channels through the vertical 
funds, private foundations, and more recently emerging donors have provided welcome additional 
resources, but increased the challenge of coordination.  Technological changes have also empowered 
individual philanthropy, such as through direct sponsorship of families and provision of funds to 
microfinance institutions for on-lending to specific small businesses and entrepreneurs. Through all these 
changes, the Bank’s share of global development expenditure has declined dramatically.  The Bank 
should take stock of its role in the international development community to ensure it is positioned for 
maximum development impact, and propose its path forward in a clear statement of its strategy and 
envisioned role.  
 
 We believe a focus on issues of clear comparative advantage for the Bank is essential.  We see 
key areas of comparative advantage for the Bank as: key growth-related sectors including infrastructure, 
the productive sectors (such as agriculture and forestry); and the financial sector; strengthening 
governance, health and education systems; a narrow set of global public good issues including energy and 
climate change; analytical work at a country, regional and global level on development challenges; and 
promotion of the Paris Declaration principles to help improve the development effectiveness of all 
donors.  Aid fragmentation is only a feature of the multiplicity of public and private donor agencies, 
however.  The Bank must also urgently review and rationalize its own fragmentation, transaction cost, 
coordination lapses and waste across affiliates of the Bank Group, trust funds, and special purpose 
vehicles. 
 
 A lack of focus will not only waste Bank resources in areas where others have greater expertise; it 
will leave the Bank with insufficient resources relative to total flows to have a significant impact in any 
area.  The need for focus is particularly important in consideration of the Bank’s involvement in global 
public goods.  Where other agencies have a clear mandate, the Bank should be willing to ‘play second 
fiddle’ or exit altogether. 
 
 The GMR poses challenging questions in identifying that no country has a fully-funded medium-
term expenditure framework to meet the MDGs.  When considering this area of aid architecture, we must 
also recall our mutual commitments under the Monterrey Consensus. We should not focus on one 
particular means of assistance, such as IDA grants, in mobilizing the financing for development which 
will assist countries to reach their MDGs.  Instead a range of tools and instruments is required including 
aid for trade, debt relief, FDI, remittances, as well as domestic savings and tax mobilization.  A 
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comprehensive approach is required to mobilize domestic and external finance, spend efficiently and 
effectively, and report results to taxpayers and stakeholders. 
 
Africa Action Plan 
 
 We welcome the revisions to the Plan that improve its focus on results, and on 8 key ‘flagship’ 
areas of work. 
 
 The Africa Action Plan is a plan for all Africa, so it is important that the Plan encourages Bank 
engagement not only with good performers, but also in situations where relationships may be difficult and 
performance falls short of what may have been hoped for. 
 
 In particular, we welcome the Plan’s approach to strengthening governance and institutional 
capacity to help address the large regional shortfalls in the gender, maternal and child health and mortality 
Millennium Development Goals. We also stress the importance of the Bank taking actions, through the 
Plan, that support longer-term issues of sustainable development. We welcome the Plan’s sharper focus 
on the productive sectors of the African economies, such as in raising agricultural productivity, and 
expanding and upgrading road networks and transit corridors. We also consider the existence of a well 
functioning financial sector as fundamental to the sustainable development of the private sector as well as 
mobilizing domestic resources and would have wanted more of these important issues to be reflected in 
the Plan. 
 
 We appreciate that the revised Plan is moving in the right direction, although we would 
encourage even greater focus in the Plan. As the Plan continues to be implemented, we look forward to 
reports and actions that clearly demonstrate of the Plan’s additional contribution to accelerating 
development in Africa. Demonstration of results requires the Plan to include measures that are both 
achievable and attributable to the Plan’s implementation.  
 
Poverty reduction, energy use, forestry and climate change 
 
 Present poverty levels carry with them enormous disease and mortality burdens, here and now, 
and with certainty. Each year, preventable or curable diseases kill some 10 million children; about 2 
million people die of tuberculosis; about 2 million die from respiratory consequences of reliance on 
biomass fuels; 1 million die from malaria, and 0.5 million women die in childbirth.15  
 
 The economic growth that will finance the health and education systems to reduce these deaths 
rests heavily on increasing access to modern energy. As developing countries increase their energy 
consumption, their share of global greenhouse gas emissions will rise from 30% today to over 50% by 
2020. No national, regional or international, approach to global greenhouse gas emissions can succeed 
without including the developing economies. 
 
 Almost 20 per cent of global greenhouse gas emissions come from clearing the world's forests - 
second only to emissions from burning fossil fuels to produce electricity, and more than all of the world's 
emissions from transport. Deforestation arises disproportionately in developing countries, and from 
fragile states with currently poor growth prospects, weak governance and limited capacity to control 
illegal deforestation. Fragile states have only about 8% of forests, but give rise to almost 30% of 
deforestation. 
 
                                                 
15  Not all these numbers can be summed – eg some of the estimated total deaths from malaria are also counted in 
the 10 million childhood deaths. 
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 If the world could halve the rate of global deforestation, we could reduce greenhouse gas 
emissions by three billion tonnes a year - about ten times the emissions reductions that will be achieved 
during the first commitment period of the Kyoto Protocol. Effective, mutually beneficial ways to avoid 
such deforestation must be developed as a matter of urgency, balancing the pressing environmental 
imperatives with growth and development objectives.  We call on the Bank to play its part, with its 
partners, in building an effective forestry strategy that rewards avoided deforestation in developing 
countries. 
 
Governance structures and leadership of the Bretton Woods Institutions 
 
 The effectiveness and legitimacy of the IMF and World Bank must be enhanced through 
comprehensive governance reform and strategic policy review. 
 
 We are strongly committed to the successful completion of a comprehensive set of IMF reforms 
under the second stage of the process announced at the Singapore meetings last year, and delivered within 
the timeframes agreed by IMF Governors.  We agree that it is sensible, as proposed in the background 
paper to this meeting, for the Word Bank Group to continue considering its own reforms, with a first 
phase of measures to help build momentum, and a second phase that would address more challenging 
structural options for which it may be possible to build consensus.  In this context we would urge that all 
parties explore a consensus that realistically reflects the changing world around us. There should be 
further development of the issues at Management and Executive Board level before a package is brought 
forward for consideration by Governors. 
 
 We agree that second phase options should be developed in parallel to those at the Fund and take 
account of the consensus already taking shape there.  The Bank has some catching up to do, including in 
setting a framework for consideration of capital share options.  The aim should be to secure simultaneous 
governmental/parliamentary approvals for necessary amendments of the Bank’s and Fund’s articles, 
although not at the cost of timeliness or a good outcome. 
 
 We believe that the selection of senior management of the IMF and World Bank should be based 
on merit and ensure broad representation of all member countries. Our Chair will continue to push for 
rapid movement towards merit-based selection of the IMF Managing Director and the World Bank 
President. 
 
 Finally, we welcome the report of the External Review Committee on World Bank-IMF 
collaboration.  We look forward to concrete proposals from President Wolfowitz and Managing Director 
de Rato to promote improvements in the ‘culture of collaboration’ between the two institutions. 
 
 
Statement by Ms. Doris Leuthard, Federal Councillor, Federal Department of Economic Affairs 
Switzerland16 
 
 We welcome the substantial progress achieved by the World Bank Group in preparing new 
transversal and sector policies since the last Development Committee Meeting in Singapore. The 
Governance and Anti-Corruption Strategy has now been approved by the Board, and substantive work is 
underway to revise the Financial Sector Strategy as well as the Health, Nutrition and Population Strategy. 
                                                 
16  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia, Switzerland, Tajikistan, Turkmenistan and 
Uzbekistan. 
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These efforts are important as they are part of a renewal process that our institution needs to undertake 
regularly.  
 
 In view of the rapidly evolving international context and the daunting challenges posed by the 
Millennium Development Goals (MDG) agenda, we believe that the World Bank Group has to reassess its 
strategic vision and objectives. This is crucial for the institution to remain responsive to the priority needs 
of developing and transition countries, and to ensure high development effectiveness of its interventions. 
We therefore welcome the decision of President Wolfowitz to establish a high-level working group to 
conduct a comprehensive review of the World Bank Group Medium-Term Strategy.  
 
 Through its ability to mobilize international expertise and resources, the World Bank Group plays 
a unique role in assisting its partner countries in responding to key global challenges like climate change 
and access to clean energy. It is important that our Development Committee discussion on the issue of 
clean energy will provide renewed impetus and guidance to the World Bank Group on how to address this 
challenge, which is highly relevant for poor people. 
 
Global Monitoring Report (GMR) 
 
 Half way through 2015, we are faced with the key question of what are the achievements vis-à-
vis the MDGs and how we can accelerate progress. The Global Monitoring Report sheds light on several 
important issues. This year’s edition highlights solid progress achieved on poverty reduction and 
identifies some significant successes in primary education and health indicators. These encouraging 
findings, however, contrast with significant difficulties experienced still by many countries in getting on 
track to meet the MDGs, particularly in Africa. 
 
 The GMR also provides stimulating insights on a set of issues that are critical to the MDG 
agenda. Four of them seem particularly important to us: gender equality, fragile states, the link between 
growth and poverty reduction, as well as aid architecture. 
 
 Gender equality has long been a priority for us. The fact that women remain highly vulnerable 
and disadvantaged in accessing health, education and economic resources is a serious problem in itself. 
Therefore, economic policies and institutions have to address the issue of women’s exclusion in order to 
close gender gaps and protect human rights. However, the GMR rightly also reminds us that enhancing 
economic empowerment of women offers a substantial yet so far largely untapped potential for 
accelerating poverty reduction and growth. 
 
 I would call on the Bank and the broader development community to step up efforts on many 
fronts towards meeting the MDGs on gender. The Bank’s new Gender Action Plan provides useful 
guidance for rapid and effective action in this regard. Two areas for intervention deserve particular 
attention: First, to collect gender-disaggregated data and use the enhanced indicators in order to identify 
effective solutions to gender issues; and second, to introduce gender responsive budgeting in public 
finance management. 
 
 The MDG agenda calls for special attention to fragile states. Achieving concrete results in fragile 
states will demand innovative approaches based on local knowledge, as well as putting in place conducive 
organizational structures and staff incentives. The main focus should be on helping establish sovereign 
and capable states, and restoring legitimacy and accountability. This is key for creating an enabling 
environment for putting the economy on a sustainable path of recovery and achieving social and political 
stability. 
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 Over the recent years, solid economic growth has contributed significantly to poverty reduction. 
But there remain wide differences between and within countries. We have also learned that the impact of 
growth on poverty reduction is not direct and automatic. For this to take place, growth should occur in 
sectors and regions where most poor live and derive their incomes from. In light of this, we encourage the 
Bank to scale up its work on agriculture, small scale enterprise development, and other employment 
intensive sectors. 
 
 Accelerating progress towards the MDGs requires not only more aid but also more effective aid. 
We need to make sure that the evolving aid architecture contributes to this objective. Large increases in 
aid volumes channeled through emerging bilateral donors and private foundations are a great opportunity 
to bridge existing financing gaps. However, they also pose challenges as regards aid effectiveness, in 
terms of harmonization and alignment, as well as debt sustainability. I therefore call on all development 
partners to abide by the principles of the Paris Declaration on Aid Effectiveness, as well as to have their 
financing decisions guided by the Debt Sustainability Framework.  
 
 Experience from our constituency members from Central Asia confirms clearly that the most 
appropriate focus for integration of “new” and traditional aid interventions is the country level, within the 
framework of national poverty reduction strategies. The Bank with its strong country focus has an 
important convening role to play in this.  
 
 I also believe that our considerations on aid architecture should capture important developments 
related to non-aid components of resource transfers to low-income countries, such as private capital 
flows, private donations and remittances. Development partners like the Bank should intensify their 
efforts on how to help the governments use these flows most effectively. 
 
Africa Action Plan 
 
 The news from Africa is encouraging in terms of acceleration of economic growth, as well as 
significant improvements in child mortality, access to primary education, coverage of 
telecommunications, and public finance management capacity. These achievements should however not 
deflect from the fact that the continent is not on track towards achieving the MDGs. As a consequence, 
the Bank should maintain its priority focus on Africa, while trying to enhance its impact in key areas, 
such as through boosting agriculture productivity, ensuring better access of the poor to the markets and 
improving gender equity.  
 
 The proposed changes in the Action Plan, particularly the sharper thematic and sector focus are 
useful in enhancing the Bank’s impact, as well as better monitoring and demonstrating results. It is 
important that these innovations do not alter proven principles of Bank engagement, in particular the 
performance-based resource allocation system and the country-based approach centered on national 
poverty reduction strategies. Similarly, while welcoming the thrust on generating positive growth 
examples, we urge the World Bank to support an agenda that fosters mutual positive influences between 
equity, poverty reduction and growth. Finally, while we fully support the Plan’s proposed emphasis on 
agricultural development in Africa, we believe that a more thorough review of the Bank’s approach and 
comparative advantages in this sector is warranted.  
 
Voice and Representation 
 
 Our constituency supports the Bank’s efforts towards improving the voice and representation of 
transition and developing countries to better reflect today’s global realities. This exercise is important to 
ensure the legitimacy and continued relevance of the World Bank Group. We welcome this process, and 
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believe that its scope should not be limited to institutional issues, but should also cover the Bank’s 
decision-making process at the management, strategy and project levels. 
 
 The current discussion at the International Monetary Fund is obviously relevant for the Bank’s 
voice and representation reforms; but at the same time, we have also to take into consideration the Bank’s 
development mandate. In particular, the reforms should strengthen the voice of poor countries and lead to 
an outcome that properly reflects the role of the contributors to IDA. 
 
 The list of options proposed in the submitted report is comprehensive and provides a useful 
platform for our discussion. Some measures have already been identified or agreed upon and they should 
be implemented as part of a reform package They include determined efforts to increase diversity of staff 
at senior management level, the inclusion of communication components in Bank-finance projects, and 
further encouragement of full payment by the developing countries of their allocated IDA subscription. In 
this context, we would like to highlight the report's recognition of the positive contribution of mixed 
constituencies to enhancing voice and representation. 
 
 We are confident that we will succeed in reaching a consensus on a comprehensive reform 
arrangement. In view of this, we should now find a clear understanding of the various steps to be 
undertaken. We encourage the Board and Management to deepen their discussion and to review concrete 
scenarios based on the proposed options. An information note on the progress achieved should be made 
available to the Governors at the 2007 Annual Meetings. 
 
Fiscal Policy for Growth and Development 
 
 We commend the Bank’s recent work on a growth and development oriented approach to fiscal 
policy. This provides a valuable complement to the IMF's work in supporting macro-economic stability. 
The Bank needs to reestablish its relevance and competence in advising partner governments on fiscal 
policy, by improving the quality of its advice as well as render it more practical and timely. We strongly 
support the proposed strengthening of Bank capacity in this field, as well as the suggestions for enhanced 
Bank-Fund collaboration.  
 
 We encourage the Bank to continue implementing the related work program at the country level 
in order to consolidate and deepen the lessons learned. The new and enhanced approach to fiscal policy 
should then be gradually streamlined into the Bank’s public expenditure work in all partner countries. 
This will require a more systematic integration of fiscal policy analysis, such as public expenditure 
tracking surveys, in country programs. In all of this, successful and sustainable transfer of knowledge to 
local partners should be seen as the critical test of success.  
 
 We broadly agree with the emerging lessons from the country cases, in particular: the need to 
consider fiscal policies as outcomes of political processes, the centrality of the quality of budget processes 
and institutions, the need for an integrated approach to fiscal policy encompassing also the revenue side, 
and the importance of recognizing that any fiscal policy advice has to be country specific.  
 
 We expect that this report will be followed-up by concrete further analytical and operational 
work, to which Switzerland would be willing to actively contribute. Key areas which deserve additional 
analysis include the assessment of fiscal policy in the context of the different stages of development 
cycles, the identification of priorities for public investments, and the analysis of “productive” versus 
“unproductive” spending.  
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Governance and Anti-Corruption (GAC) Strategy 
 
 We appreciate the Bank's efforts since the last Development Committee to better integrate the 
views of member states in the GAC Strategy. The extensive external consultations and the numerous 
iterations with the Board have been particularly helpful in this regard. The revised GAC Strategy now 
provides an appropriate platform for the World Bank Group to enhance its engagement in this area.  
 
 The process has not always been an easy one but the outcome is positive; we must learn from this 
experience and draw lessons for future interactions between Management, Board and other stakeholders. 
Looking ahead, the true test for the Strategy will lie in its implementation; we urge Management to give 
special attention to providing clear guidance to staff and continuing close consultation with the Board. We 
have noted positively that the Board will review the Implementation Plan by the end of the current fiscal 
year. 
 
 Enhancing the demand side of governance is a key dimension and it is essential that the Bank 
works with multiple stakeholders, with a view to establish effective checks and balances in public 
institutions, and by involving affected stakeholders in devising and implementing anticorruption 
measures. We welcome the coherent and reasonable approach to this defined in the Strategy. 
 
 Finally, the Strategy rightly stresses the need for the Bank to better define and enhance its role in 
global initiatives on governance and anti-corruption. This includes the important issue of facilitating 
illegal asset recovery through global advocacy, technical assistance in specific cases and ensuring 
effective use of restituted funds. Switzerland is committed to further cooperate closely with the Bank and 
is keen on sharing its own experience in this field.  
 
Report on the External Review Committee (ERC) on Bank-Fund Collaboration 
 
 We are convinced of the importance of improving Bank-Fund Collaboration to support economic 
stability and more effectively reduce poverty. The discussion on the Malan Report is an important step 
towards a more effective and efficient collaboration with a clearer delineation of the respective 
responsibilities of the Fund and the Bank. We expect that the findings and recommendations will be 
further analyzed in order to provide operational answers to the issues raised. We would support the idea 
of subsequently holding a special joint IMFC and DC meeting in order to give this issue the needed 
political mandate. 
 
 A better delineation of areas of competences between both institutions is key to improve Bank-
Fund collaboration and has to be based on countries’ central issues rather than levels of income. With 
respect to the role of the Fund in LICs, it should concentrate on macroeconomic policy advice, as 
described in the Medium-Term Strategy. Moreover, it has to stand ready to provide short-term financing 
in case of balance of payment needs, as well as technical advice in the area of its core competencies. The 
Fund continues to play an important role in LICs, and the Poverty Reduction and Growth Facility remains 
a valuable instrument to this end. 
 
Clean Energy for Development and Investment Framework 
 
 We welcome the refined version of the Clean Energy Investment Framework (CEIF). The Action 
Plan constructively builds on previous guidance by the Development Committee on the enhancement of 
synergies between IFIs, bilateral donors and the private sector as well as the best possible use of existing 
financial instruments. 
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 Access to energy is one of the key issues affecting poor people. We concur that a special effort is 
needed to improve access to energy in Sub-Saharan Africa (SSA), where gaps remain large. However, 
important shares of the population of other regions, such as Central Asia, are also deprived of access to 
energy, and should also benefit from activities under this Pillar. 
 
 We believe that there is a large potential for win-win situations, whereby access can be 
improved while moving at the same time towards low carbon economies. We consider Public-Private 
Partnerships (PPPs) as a very promising way forward, where the World Bank Group can play a catalytic 
role, in supporting the creation of appropriate regulatory frameworks and in crowding in the private 
sector. We also believe that the Bank can be instrumental in fostering interactions with the private sector 
and other actors to promote transfers of knowledge and technologies. 
 
 We welcome the Bank's efforts to help build continuity in the carbon market beyond 2012. 
These efforts are an important complement to the negotiations currently taking place under the UN 
Framework Convention on Climate Change. Yet, binding commitments by governments remain the key 
element to create a regulatory framework for a well-functioning carbon market. Therefore, we call upon 
the international community for rapid progress in negotiating a post-Kyoto framework. 
 
 We also support the efforts to better integrate the adaptation dimension in the Bank’s sectoral 
programs, in particular in infrastructure. Insurances and other risk transfer mechanisms have a key role to 
play in reducing vulnerability to climate change. We encourage the Bank and the IFC to explore, with the 
private sector, innovative approaches to ensure that climate change related risks are mitigated. 
 
 
Statement by Mr. Guido Mantega, Minister of Finance, Brazil17 
 
 On behalf of the 9 countries of this constituency, I take this opportunity to warmly welcome 
Minister Agustín Carstens as the new Chairman of the Development Committee (DC) and wish him 
success. At the same time, we thank Minister Carrasquilla for his outstanding, albeit short, tenure as 
Chairman of the DC. 
 
Global Monitoring Report 
 
 Once again we are here to appraise the progress towards the Millennium Development Goals 
(MDGs). This year’s Global Monitoring Report (GMR) depicts a somewhat mixed landscape, in which 
the pressing challenges remain pungent while some emerging features suggest that there is ground for 
hope. Unfortunately, progress has not been such that may disallow the blunt conclusion of the first GMR 
four years ago which clearly stated that “on current trends, most MDGs will not be met by most 
countries”. The agenda to reverse this trend is well known and to a large extent consensual, even though it 
has not made the challenge any easier so far. 
 

                                                 
17  On behalf of Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, Philippines, Suriname and 
Trinidad and Tobago. 
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Growth and Poverty Reduction 
 

The main source of good news is the high and resilient growth in the world economy, which 
includes heartening rates of per capita growth in low income countries as a whole. A remarkable feature 
of the current economic growth is that it has been generally supported by largely sound macroeconomic 
policies in developing countries, and in particular in low income countries. Prospects remain encouraging, 
notwithstanding the protracted imbalances in the global economy and risks of a disorderly slowdown 
seem to have reduced. However, any significant reversal in non-oil commodity prices, given the 
presumed relative downward rigidity of oil prices, could have serious adverse consequences on a 
considerable number of developing countries. Other risks cannot be dismissed as well, including a most 
unwelcome protectionist backlash in global trade. Yet, more worrisome is the fact that even on current 
high growth trends, Sub-Saharan Africa is still bound to miss the poverty reduction target by a substantial 
margin. Under those assumptions, by 2015 the region will be home to over 45% of the world’s extreme 
poor. 
 

We particularly appreciate the environmentally-augmented growth analysis provided by the 
paper, which takes into account the effects of resource depletion. It is frustrating to realize that “the net 
creation of wealth [in Sub-Saharan Africa] has been effectively zero over the last three decades”. It means 
that in addition to not being enough to reduce poverty rates at the expected pace to meet the MDGs, 
current growth might be curtailing the welfare and potential growth of future generations. National 
strategies aiming at diversifying the sources of growth, enhancing upward and downward linkages, 
creating more and better jobs and increasing the formation of net wealth are essential, and might be 
particularly difficult in the face of strong comparative advantages in extractive industries. On the other 
hand, there is an unavoidable global dimension related to this question, based on the fact that externalities 
from natural resource depletion are also of a global nature, as is the case of impacts on climate and 
biodiversity. The responsibility of the international community is inescapable and cannot be 
overestimated. Sustainable exploitation of global natural resources requires global transfers in volumes 
that effectively compensate for the actual and opportunity costs incurred by developing resource-rich 
countries. 
 
Aid Volumes and Architecture 
 

In the context of a striving global economy, low-income countries have performed generally well 
despite the lagging aid agenda. Unfortunately, the progress in Official Development Assistance (ODA) 
that had been verified since 1997 reversed in 2006, and the level of ODA is projected to remain stable in 
real terms in 2007. Although not a sufficient condition, scaling up aid is of the essence if the MDGs are to 
be met and we are left with ailing hopes as the report mentions a bleak prospect for boosting aid to Sub-
Saharan Africa and other most needed countries. Innovative financial mechanisms continue to be an 
important avenue to be pursued towards the expansion of the development resource base. 
 

Furthermore, resources for core development programs have not been growing at a satisfactory 
rate, with IDA-eligible countries still receiving less than what they used to in the early 1990s for that 
purpose. It is highly rewarding to see that IDA has been a large and growing provider for core 
development programs in IDA-eligible countries and that IDA flows have been more stable than the total 
core-development ODA. However, it is paramount that we dismiss any risk of decline in IDA resources 
for core development programs. A major threat comes from the fact that the foregone reflows due to debt 
relief have not yet been properly and timely matched by new additional and unconditional long-term 
donor pledges. In that sense, the developmental success of the MDRI will hinge on the ability to fulfill 
that commitment. 
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 The ever more complex aid architecture has aggravated the shortage of aid. The growing number 
of donors – not only the expanded pool of bilaterals, but the vast number of international organizations, 
funds, and programs – has been associated with greater earmarking and fragmentation, leading to more 
acute problems of aid harmonization and alignment with countries’ strategies. The case of Rwanda, 
depicted in the DC paper, was very forceful in showing the heavy burden inflicted by proliferation of 
channels, verticalization and aid fragmentation, and how those features pose a real threat for aid 
efficiency and effectiveness. This burden is particularly harmful in the case of fragile states, where 
divergent donor demands might turn into an insurmountable obstacle, undermining the implementation of 
vital projects. 
 

What is most disquieting here is the perception that proliferation, verticalization and 
fragmentation seem to be somehow part of an unavoidable trend; and it might well be true that, to some 
extent, resource mobilization can be magnified by vertical funds. If that is the case, our effort should be 
aimed not at defeating the wave itself but at trying to bring it into a more constructive stream, reducing 
the damage caused by the most burdensome traits. The Paris Declaration is a well-crafted and widely 
accepted blueprint for the tackling of this problem, reinstating the importance of harmonization and 
alignment and also providing a very sensible framework for the achievement of complementarity across 
national, regional and global development priorities.  
 

Additionally, the need to strengthen countries’ capabilities and rely more on reinforced country’s 
systems is required to make effective use of potential scaling-up of programmatic aid. We welcome the 
growing consensus around the need to move to country systems not based on absolute benchmarks, “but 
on country-specific trends in the quality of these systems”. The more that tendency towards proliferation 
and fragmentation advances, the more it makes sense to work within a partner country-centered 
framework. Success of high level coordination among the main aid institutions will depend, most of the 
times, on the ability to coordinate at the country level, and within the framework of country strategies of 
unquestionable deep-rooted ownership. 
 
Gender Equality as a Development Propeller 
 

We welcome the focus of GMR on gender issues. Discrimination on the basis of sex, race, 
ethnicity or religion is pervasive and hideous, a deeply ingrained and hard to overcome hurdle even in the 
richest and most developed countries. The construction of inclusive societies, where opportunities are 
equally accessible to all its members, is a major development goal in itself. Moreover, gender equality in 
access to opportunities – and an enhanced role for women in the household, in the economy and in society 
at large – is an important tool to promote development and achieve several of the MDGs. The report 
forcefully argues for the need to better monitor and pursue gender disaggregated targets as an efficient 
way of reaching the overall targets. The causal links between women’s earnings and achievements on one 
hand, and the children’s well-being, economic growth and poverty reduction, on the other hand, even 
though hard to determine by regression analysis, can be convincingly established theoretically, as 
illustrated in the report. We encourage the Bank to undertake deeper qualitative and quantitative 
assessment of the impacts of gender-informed programs in which it is engaged, as is the case of several 
conditional cash transfer programs. I believe we have a lot to learn from them. We also support the 
inclusion of the proposed new gender-specific indicators, understanding that the costs to be eventually 
incurred will be dwarfed by the benefits stemming from measuring results and being better equipped to 
design more focused policies. 
 
Facing the Challenge of Fragile States 
 
 The daunting reality of many fragile states, a situation that occurs in every developing region, 
heightens up the challenges faced in meeting the MDGs. The report glimpses on some telling figures, 
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such as the fact that fragile states account for over a fourth of the world’s extreme poor, while being home 
to only 9% percent of developing countries’ population. This is aggravated by the fact that growth in 
fragile states has consistently lagged other low income countries and the prospects in terms of poverty 
reduction remain dismal. We welcome the recently taken measures to strengthen the Bank presence on the 
ground in fragile states. In these difficult environments, staff with the adequate set of skills and detailed 
knowledge of country circumstances is key for an effective response. Moreover, as data shows that 
recovery from conflict has proven to be a protracted process and the risk of reversion is higher even after 
post-conflict elections have taken place, the needed rapid response must necessarily be complemented by 
prolonged, effective engagement. Firm commitment, field presence with the required skills, donor 
coordination and predictability are at the crux. The recent decision of the Bank Board is in the right 
direction, but I suspect our instruments could be refined to ensure both agility and predictability in long-
term engagement. 
 
Africa Action Plan 
 

The Africa Action Plan (AAP) remains an extremely important tool to help the continent to meet 
the MDGs. Since the formulation of the AAP, oil and commodity prices have risen and steadied at prices 
substantially above those on which the AAP was based. Emerging market economies have scaled up 
assistance to Africa, and play a much larger than envisaged role in financing infrastructure investments. 
Foundations and corporate responsibility have made more resources available for development. However, 
as mentioned above, apart from debt relief and special initiatives, the Gleneagles Summit pledges of rapid 
aid increases have not materialized. In addition, while trade preferences have provided some new market 
opportunities, the Doha round has failed to provide augmented and secure market access for Africa. 
 

Whilst progress on the implementation of the AAP has been broadly satisfactory, given that Sub-
Saharan Africa is not growing fast enough to reach the poverty Millennium Development Goal (MDG), or 
to reach all of the human development targets embodied in the other MDGs, we concur with the Bank re-
evaluation of its approach to the AAP. Also, given high commodity prices, we agree that particular 
attention has to be paid to resource-rich economies to ensure the efficient and effective use of these 
additional resources towards the reduction of poverty.  
 

We welcome the fact that the plan will focus on the eight flagships identified, supported by three 
crosscutting themes: good governance, environmental management, and development partnerships. 
Moreover, emphasis should be placed on country results rather than on Bank processes, making Country 
Assistance Strategies context-specific and based on each country’s individual poverty reduction 
strategies. We share the view that a more focused, outcome oriented AAP has the potential to make a 
greater contribution to the development of Africa, accelerating its progress towards the MDGs. We also 
support the adoption of the new country classification, based on economic and social performance and 
institutional capacity; as well as the need to increase the leverage of IDA by adapting the Bank’s strategy 
for scaling up resources. 
 

As noted above, the most significant progress in the implementation of the AAP has been under 
the pillar of shared growth. Much of this progress is due to the joint efforts of IDA, IFC, MIGA and other 
donors and investors in private sector development, infrastructure, and skills development. It proves the 
importance of implementing the Paris harmonization agenda and working with non-OECD/DAC partners, 
such as emerging bilateral donors, foundations, and the private sector, to bring them more fully into the 
country-based model. This will go a long way towards helping countries increase access to resources from 
traditional and non-traditional development partners. 
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Statement by Mr. Trevor Manuel, Minister of Finance, South Africa18 
 
Global Monitoring Report 
 

We welcome this fourth Global Monitoring Report (GMR), especially its focus on “confronting 
the challenges of gender equality and fragile states”.  Achieving universal primary education and 
eliminating gender disparity at all levels is a challenge that all of us, working together, must confront 
head on, to enhance our chances for meeting the MDGs.  
 

The 2007 GMR continues to raise issues that are very pertinent to our development agenda.  The 
Report raises questions which should help us determine whether we are making progress on those 
internationally agreed millennium development goals (the MDGs) and, if not, what the constraints are and 
how to go about addressing them.  In this regard, we believe that the report should continue to play this 
critical role of monitoring progress and focusing on results, to ensure that these issues are kept on the 
agenda of the Development Committee.   
 

The Report clearly spells out the link between growth and poverty reduction and it is most 
refreshing to note the progress achieved in Sub Saharan Africa (SSA), with many countries continuing to 
register growth rates above 5.5 percent during the last seven years. Not only has growth steadily 
accelerated, but reforms on the macroeconomic and political fronts have also been consolidated and on-
going implementation of the Africa Peer Review Mechanism (APRM) is helping African leaders to 
become more accountable to their people.  At the global level, the provision of additional debt relief has 
allowed expansion of basic health and education services.  However, results have been uneven, with 
performance varying across regions and countries.  More importantly, the SSA region continues to lag 
behind on almost all the MDG targets and getting back on track would require the sub-continent as a 
whole to achieve significantly higher growth rates than hitherto. 
 

We have noted with concern that while concerted efforts were made in the last two years to 
increase financing towards meeting the MDGs, total ODA actually declined in real terms in 2006.  As 
2015 is quickly approaching, we call upon our development partners to live up to the commitments made 
at Monterrey and more recently at the Gleneagles Summit.  It is against this backdrop that we view the 
IDA 15 replenishment process as providing a great opportunity for scaling up, building upon the 
momentum that began in 2005.  
 

We welcome the new and emerging donors and recognize the contribution that they could make 
towards closing the infrastructure gap especially in SSA.  We see the implementation of the Paris 
Declaration as key to managing the increasing number of donors and the fragmentation of aid; to ensure 
that all aid is channeled in a manner that achieves results on the ground. 
 

At the same time, there is a need to ensure that these new financing initiatives provide long term 
and predictable flow of resources, overcome bureaucratic red tape and reach beneficiaries much faster. In 
this environment, it is also critically important for the Bank to play a leadership role in promoting the use 
of country systems and to support countries’ own national development strategies.  
 

                                                 
18  On behalf of Angola, Botswana, Burundi, Eritrea, Ethiopia, The Gambia, Kenya, Lesotho, Liberia, Malawi, 
Mozambique, Namibia, Nigeria, Sierra Leone, South Africa, Sudan, Swaziland, Tanzania, Uganda, Zambia, 
Zimbabwe. 
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Improving market access should continue to be high on our agenda as trade has the potential to be 
a significant driver of growth on the continent.  In this regard, we have been disappointed with the 
continuing deadlock in the Doha Development Round negotiations and we urge for an agreement to be 
reached soon.  
 

The report spells out the important link between improving gender equality and poverty reduction 
and growth. Many countries have made progress in improving gender parity in education and the Bank’s 
Gender Action Plan should facilitate mainstreaming of gender issues in all the other social sectors.  
However, to lift more women out of poverty, gender mainstreaming will need to go beyond looking at the 
provision of social services to include issues of access to finance, as this is a critical element in efforts to 
empower women economically.  In order to monitor progress going forward, there is a need to improve 
the statistical capacity of governments to produce better and disaggregated data that will ensure clear and 
measurable targets towards promoting gender equality. 
 

Fragile states pose very unique development challenges.  Many of these countries are emerging 
out of conflict and would, therefore, require significant capacity building, rehabilitation and 
reconstruction of infrastructure in order to deliver basic social services. In these circumstances, 
sequencing, timing and speed are important.  Experience and lessons have also shown that operations in 
fragile states require a much closer coordination amongst development partners and that if service 
delivery is to be effective, more resources should be made available early enough, while providing 
predictability throughout the transition period. 
 

There is consensus emerging in Sub Saharan Africa that more fiscal space is urgently needed to 
scale up public sector investments needed to meet the MDGs.  If national development plans or PRSPs 
are to be bold and ambitious, it is clear that the overly restrictive macroeconomic policy frameworks 
would need to be re-assessed.   
 
Africa Action Plan 
 

Overall, Africa has had a strong growth performance, and commitment to sound economic 
management continues to be high on the agenda of many countries.  In spite of this, the majority of 
African countries are off-track to meeting most of the MDGs by 2015 and policy makers have to confront 
challenges linked to diseases such as TB, Malaria and HIV/AIDS.   
 

African governments are committed to urgently scaling up public sector investments in 
infrastructure, agriculture, health and education, which are the foundation for private-sector-led growth.  
In this regard, we believe that the refocused African Action Plan presents a window of opportunity to 
better direct and target resources to the critical development areas, as well as to better structure its 
intervention to the needs of each country.  It is, therefore, important for the Bank to forge a better 
alignment between the goals of the AAP and national country strategies, but that the original goals of the 
AAP, namely to accelerate shared growth and achieve as many MDGs as possible, should guide this 
alignment. 
 

In countries that have sustained growth rates of over 4-5 percent, there seems to be justification 
for increasing fiscal space in a manner that will not introduce debt sustainability challenges.  The 
approach being explored, that of using the Bank’s global knowledge and skills to support countries that 
appear poised for growth acceleration to help identify the constraints to future growth, is a commendable 
one that could be replicated across the continent.  The Bank will, therefore, need to facilitate efforts to 
share experiences among developing countries and promoting peer learning.  
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The poor state of infrastructure in Africa is a major impediment to enhancing economic growth.  
It is evident from past experience that SSA stands a better chance of addressing its infrastructure deficit 
through regionally funded projects, as these projects tend to be very large and almost invariably trans-
national in nature.  
 

The lack of an appropriate financing instrument specifically for regional infrastructure projects 
has limited the Bank’s ability to engage effectively in this sector in SSA.  On the other hand, the Bank’s 
regional integration work has been limited by the manner in which IDA 14’s regional window is 
structured.  The link between the AAP and regional infrastructure, therefore, becomes critical, particularly 
in addressing those constraints that have inhibited progress to bringing significant investments in sectors 
such as energy, transport and telecommunications.  The Bank would need to collaborate with NEPAD, 
regional groupings and the African Development Bank in addressing these constraints, if the continent is 
to significantly move towards rapid economic growth. 
 

The African Action Plan should be a living document and, therefore, by its very nature, should be 
seen as evolutionary and flexible to reflect the specific country circumstances and experiences as to what 
works well and what needs to be improved.  We support the proposal to refocus this plan.  We view this 
AAP as providing the Bank with a scorecard to measure its own engagement in the region and we 
welcome the time-bound targets to achieve results. 
 

The African continent is a major supplier of energy and yet has the lowest energy penetration 
rates.  Scaling up of investments in SSA, as articulated in the Africa Action Plan; can be achieved through 
increased and focused investments in energy producing infrastructure and this would need to be 
articulated in country assistance strategies and PRSs.  Given the scale of resources required, public-
private partnerships can play a significant role in increasing investments in this sector.   
 

The impacts of green house gases and the transition to low carbon economies pose special 
challenges for low income countries.  The Global Environment Fund should be complemented through 
the search for more flexible instruments to help countries deal with adaptation to climatic variability and 
strengthening of policies to help countries deal with these emerging threats.  The transition to low carbon 
economies will require new innovative strategies by the Bank.  We look forward to the Bank’s 
engagement in this area, working in partnership with other donors and multilateral organizations.  
 

Enhancing the voice of developing and transition countries in the World Bank Group is key to 
strengthening the credibility and legitimacy of this institution.  We are however disappointed that after 
three years, we have yet to arrive at meaningful proposals that would allow us to move forward.  We 
therefore look forward to an assessment of modalities for each of the options for the next stage of the 
reform process. 
 
 
Statement by Mr. Koji Omi, Minister of Finance, Japan 
 
 At the outset, I would like to extend my warmest welcome to Mr. Carstens at his first chair of the 
Development Committee. With his profound knowledge on development, I am confident that this 
Committee will become a more important and useful forum. 
 
International Aid Architecture 
 
 Total aid volume is projected to increase toward 2015, to achieve the MDGs, whereas donor 
coordination has become more challenging. We have seen increased transaction costs of development 
assistance that undermine aid effectiveness as a result of a proliferation of aid channels and ODA 
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fragmentation which includes increasing numbers of so called vertical funds. Against these backdrops, I 
would like to highlight the following four points.  
 
 First, the proactive development activities of emerging donors and others which have contributed 
to increasing total aid volume are welcomed. At the same time, however, their activities need to be 
aligned with internationally agreed upon frameworks in which the development support is integrated into 
the national poverty reduction strategy that is formulated by recipient countries with their strong 
ownership. We should emphasize that in order to maintain total aid effectiveness, responsible lending that 
takes debt sustainability of recipient countries into account should be secured by all donors. Transparency 
of aid of all donors is imperative as a precondition for donor harmonization. 
 
 Second, debt relief initiatives have increased the fiscal space of recipient countries.  Debt relief in 
general is a straightforward budget support to recipient countries, provided that their repayment 
obligations have been fulfilled and their public financial management capacity is sufficient enough for the 
freed up resources to be used properly. Therefore, we are seriously concerned about the discussions which 
underestimate the development impact of debt relief. In order for debt relief to be truly effective, it is 
imperative for recipient countries to strengthen their own efforts to enhance their public financial 
management capacity with the World Bank Group supporting those efforts through technical assistance. 
 
 Third, while financing terms should be decided based on the Debt Sustainability Framework to 
avoid having the debt-forgiveness cycle repeated, we have heard increasing voice of recipient countries 
on stronger financing needs for growth. In light of such recipient countries’ needs and the comparative 
advantage of IDA, we should reiterate that the core business of IDA is providing loans and underscore the 
importance of keeping the grant share of IDA, currently around 20 percent, at an appropriate level over 
the middle term. 
 
 Fourth, the World Bank Group whose shareholders cover most of the donor countries and with its 
field offices in most countries is well positioned to promote donor coordination through board discussions 
and harmonization efforts on the ground. The World Bank Group should play a more proactive role in 
maintaining overall aid effectiveness through donor coordination. 
 
Global Monitoring Report 
 
 We highly appreciate the Global Monitoring Report focusing on gender equality and fragile 
states, as these two issues should be addressed in the context of “Human Security”. This aims to promote 
social development by protecting individuals from pervasive threats to human lives and enhancing the 
capacity of individuals to protect themselves, while emphasizing a human-centered perspective as Japan 
has been advocating. 
 
 We fully agree with the need to mainstream gender equality in development. In our view, gender 
mainstreaming should be implemented both at the policy level and at the community level in an 
inseparable manner. 
 
 Regarding fragile states, we welcome the World Bank Group strengthening its support. In future 
discussions on this issue, we believe that the following four points should be kept in mind. 
 
 First, the World Bank Group should tailor its engagement to each state so that underlying causes 
of poor performance can be addressed properly. Fragility is a broad concept and the underlying causes of 
which are wide-ranging from long-lasting conflict to weak governance. 
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 Second, the discussions should be made with a global perspective which includes the Asia Pacific 
region, not just the Africa region. 
 
 Third, the core principle of the current resource allocation system of IFIs, which is an incentive 
for recipient countries pursuing better performance, should be maintained. 
 
 Fourth, close cooperation with other agencies such as the United Nations and identifying the role 
of the World Bank Group based on its comparative advantage should be fully elaborated to enhance 
development effectiveness. 
 
 We welcome continuous poverty reduction through robust economic growth which is highlighted 
in the report.  On the other hand, it has raised serious concerns that the current growth in many 
developing countries has been achieved at the expense of depleted natural assets and environmental 
pollution.  The environmental sustainability relates to stable access to safe water and food, which is a 
foundation for the continuous existence of humankind.  In light of its urgency, we would like to propose 
that the Global Monitoring Report next year focus MDG7 on environmental sustainability. 
 
Africa Action Plan 
 
 We welcome the first revision of the Africa Action Plan which was initiated in September 2005 
and is now revised to select eight flagships such as private sector development based on recipient 
countries’ demand for the World Bank Group and its comparative advantage.  Recognizing the 
importance to achieve poverty reduction through sustainable economic growth under this action plan, we 
would like to highlight three points for its successful implementation. 
 
 First, we highly appreciate the action plan placing a strong focus on the private sector which is 
vital to sustainable growth.  In our view, private sector development assistance should be provided in a 
comprehensive manner, including investment climate improvement, infrastructure development, and 
MSMEs development.  For such comprehensive support, two years ago we set up the joint initiative with 
the African Development Bank, EPSA for Africa, providing more than US$1.2 billion in assistance over 
five years.  We expect that the World Bank Group as a whole would exert synergies through IDA, IFC 
and MIGA each playing a role.  We support IFC to further scale up its already increasing activities in 
Africa. 
 
 Second, we welcome the action plan focusing on raising agricultural productivity as one of the 
eight main business lines, which is key to poverty reduction in Africa.  While increasing productivity can 
be achieved by comprehensive measures which include irrigation, proper water and land management, 
and adoption of better seeds, this would play a key role based on the experience such as the green 
revolutions in Asia in the 1960’s and the successful development of New Rice for Africa, which is also 
known as NERICA, in the 1990’s.  We think further efforts to improve agricultural technology are 
necessary.  We will continue our proactive support in this area as part of our agriculture and rural 
development support. 
 
 Third, we fully recognize the importance of infrastructure such as roads, water, and energy and 
Japan will continue its support for infrastructure development in Africa.  In scaling up infrastructure 
development support, we need to keep in mind the capacity building of the RECs (Regional Economic 
Communities) as the strong ownership of African countries is key for smooth preparations and 
implementation of regional projects.  Most of the infrastructure projects need to be implemented with 
technical assistance such as administration and maintenance capacity building and a related reform of the 
tariff system in case of road network and transit corridor projects.  We also need to emphasize the 



 87

importance of community level projects, along with large scale ones, such as small off grid generation 
and solar power generation. 
 
 Japan is now preparing to host the Tokyo International Conference for African Development, 
TICAD IV, next year, recognizing that both developed countries and developing countries must make 
greater efforts in Africa toward the MDGs.  We will make our utmost effort to gather cutting edge 
knowledge, expertise and resources for Africa, underscoring the importance of ownership of African 
countries and global partnerships, and prioritizing the promotion of human security and south-south 
cooperation.  We will closely collaborate with joint hosts such as the United Nations, the UNDP, and the 
World Bank Group. 
 
Clean Energy for Development Investment Framework 
 
 Regarding the climate change issue, it is critically important for the developing countries 
themselves to take strong ownership to ensure that environmental sustainability is mainstreamed into their 
development strategy.  In this respect, we expect that ongoing country case studies by the World Bank 
Group for Brazil, China, India, Mexico and South Africa will facilitate the efforts of these countries to 
formulate a comprehensive strategy backed by their strong commitment. 
 
 Going forward, the World Bank Group should play two important roles to help recipient countries 
tackle climate change.  First on analytic work, policy measures that are consistent with reducing green 
house gas emissions should be proposed.  This includes promoting energy efficiency through regulations 
and facilitating technology transfer through strengthening the institutional framework for intellectual 
property rights protections.  Second, on the financing instrument, various innovative schemes to mobilize 
private capital are strongly expected, which include guarantees and are not limited to carbon finance 
related ones. 
 
Voice and Participation 
 
 We welcome the continuous discussions over governance reform of the World Bank Group to 
maintain momentum for this important issue.  For the World Bank Group as a multilateral development 
institution to continue serving recipient countries’ needs, the following two points are critical. 
 
 First, we fully agree with the importance of greater voice for developing countries.  For this 
purpose, increasing the opportunity to express their frank opinions in the decision making process is 
considered to be effective.  We should start introducing measures such as inviting representatives of 
recipient countries to participate in board discussions on their country assistance strategy.  In this respect, 
we need a very cautious discussion on increasing the total number of Executive Directors, as the 
efficiency and effectiveness of board discussions and decision making, as well as budget implications, 
need to be closely examined. 
 
 Second, long-term contributions to development aid activities should be properly rewarded and 
reflected in IBRD capital shares.  There is an argument for IBRD capital shares to be reviewed based on 
the most recent contributions to IDA, in order to assess the readiness for future contributions.  It should 
be noted, however, that nearly half of the current IDA operations are financed by reflows, which are 
backed by the cumulative past donor contributions.  We should appreciate the past contributions that have 
not yet been considered in the capital increase. 
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Closing 
 
 Finally, I would like to underscore the important role that science and technology could play in 
sustainable growth and poverty reduction. 
 
Innovation in science and technology will enhance our efforts in addressing important challenges such as 
environment and infectious diseases.  Joint research between developed and developing countries and 
capacity building of developing countries will make a crucial long-term contribution to the prosperity of 
humankind. 
 
 I am convinced that such an approach will provide a “win-win” solution to both developed and 
developing countries.  For this purpose, it may be worthwhile to direct a portion of official development 
aid (ODA) to co-operation in research activity and capacity building in the science and technology area.  
In order to develop this idea in more specific form, Japan intends to give it further thought in the coming 
months. 
 
 
Statement by Mr. Fathallah Oualalou, Minister of Finance and Privatization, Kingdom of 
Morocco19 
 
 On behalf of the group that I represent, I would like first to congratulate Mr. Agustin Carstens, 
Mexican Minister of Finance, on his appointment as Chairman of our Committee and to wish him great 
success in his new assignment.  I am confident that his experience working with international 
organizations and managing public affairs will prove to be extremely enriching for our Committee. 
 
 I also wish to avail myself of this opportunity to congratulate the teams from the World Bank and 
other development institutions for the quality of the working documents submitted by them for this 
session of the Development Committee, and more specifically for their contribution to the Global 
Monitoring Report 2007, which has become an indispensable tool for the periodic tracking of progress 
made with achievement of the Millennium Development Goals (MDGs). 
 
Global Monitoring Report 2007 and Africa Action Plan 
 
 In our view, the emphasis placed in this report on promoting gender equality and strengthening 
the role of women reflects extremely sound judgment, insofar as it mirrors the international community’s 
recognition of the need to step up efforts to curb the constraints that block access by half of the world’s 
population to rights, resources, and political representation. 
 
 Cognizant of the fact that gender equality and an expanded role for women in society foster an 
increase in universal primary education rates, reduce infant mortality, improve maternal health, and 
reduce the odds of contracting HIV/AIDS, I fully endorse the notion that gender equality is key to 
achievement of the MDGs. 
 
 The specific development challenges faced by fragile states must also be tackled if the MDGs are 
to be achieved by 2015.  These challenges create risks that spawn wars, public health hazards, and 
humanitarian crises that can extend beyond the borders of these countries. 
                                                 
19   On behalf of Afghanistan, Algeria, Ghana, the Islamic Republic of Iran, the Kingdom of Morocco, Pakistan, and 
Tunisia. 
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 In addition, we would like to take advantage of this opportunity to underscore the importance of 
the issues set forth in the World Bank’s Africa Action Plan, as well as their assessment and updating, and 
to thank our Committee for selecting this topic as one of its agenda items.  This will enable to us to 
expedite achievement of the MDGs in Africa by 2015. 
 
 In this regard, we are pleased to note that implementation of the Africa Action Plan over the past 
18 months has been broadly satisfactory, that economic and social trends on the continent have been 
positive, and that the pace of achievement of the MDGs is more sustained.  Indeed, despite the oil shock, 
average growth stood at 5.5 percent in 2005 and at 5.3 percent in 2006.  Similarly, in 1990, 47 percent of 
Africans were living in poverty while in 2007 this figure stood at only 41 percent. 
 
 However, while the Africa Action Plan has to a large extent served as a successful framework for 
World Bank Group commitment to Africa, we share the view that this Plan requires adjustment in order to 
make it a more useful results-based management tool, with a view to accelerating achievement of the 
MDGs. 
 
 We therefore welcome the new approach of this Action Plan based on eight flagship areas that 
focus on those sectors of greatest concern to countries, among them energy, water, and infrastructure and 
private sector development.   
 
 We also support the new classification identifying four categories of countries.  This will likely 
sharpen the Bank’s focus on real needs in each category and lead to the identification of specific 
strategies and the provision of assistance to countries with implementation of these strategies. 
 
 However, our satisfaction with implementation of this Plan notwithstanding, the progress made 
with achievement of the Millennium Agenda for Africa falls well short of our expectations. 
 
 Indeed, as the 2015 deadline draws closer, the international community is facing major 
challenges.  While the work of the international development community needs to be stepped up on all 
fronts, we think that priority should be accorded to greater consistency of national policies, closer 
alignment of international organizations and other development partners with national strategies, as well 
as greater coordination and a higher volume of international aid. 
 
Aid Architecture and the Main Trends in Official Development Assistance 
 
 Total aid plummeted to approximately US$100 billion in 2006.  This figure demonstrates that 
international aid is declining in relative terms owing to insufficient international commitment.  If this 
downward trend continues, the objective of doubling aid to Africa by 2010, as recommended at the 
Gleneagles Summit, will clearly be unattainable, a situation that will jeopardize chances of achievement 
of the MDGs. 
 
 We have also noted that while the volume of aid increased by more than 50 percent between 2001 
and 2005, this increase was, regrettably, concentrated in a small number of countries, given that aid rose 
by 50 percent or more in only 16 of the 81 IDA-eligible countries.  In this instance also, this high 
concentration of aid is hardly supportive of efforts to make the MDGs accessible to as many countries as 
possible. 
 
 Nonetheless, with regard to the projected trend in development aid architecture, we have reason 
to feel some satisfaction, given that despite the decline in aid from DAC (Development Assistance 
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Committee) donors in 2006, aid from non-DAC donors and new donors is rising.   The latter category of 
donors is expected to double its aid to over US$2 billion by 2010. 
 
Strengthening World Bank Group Engagement on Governance and Anticorruption 
 
 We are pleased that the management of the Bank responded favorably to our Committee’s desire 
for this institution to engage in a broad consultative process related to the Bank’s governance and 
anticorruption strategy. 
 
 These consultations have led to a better strategy that revolves around seven leading principles.  
We have been particularly receptive to the principles enshrining the concept of governments as the main 
interlocutors of the World Bank with respect to implementation of this strategy and to the principle that 
stresses the use and strengthening of country systems. 
 
 We are mindful of the implementation difficulties posed by this strategy, whose success depends 
on achievement of a broad consensus and firm commitment at the international level with respect to 
governance reforms.  We therefore hold the view that the successful implementation of this strategy is 
contingent on close collaboration among the Bank, governments, and all the other development partners.  
It is also important to ensure the establishment of reliable indicators that are adapted to situations on the 
ground.  This must be done in consultation with governments.  Similarly, we support, without reservation, 
the full involvement of the Board in every phase of implementation of this strategy as well as in its 
supervision. 
 
Fiscal Policy for Growth and Development 
 
 We welcome the preparation of case studies, which have permitted us to draw useful lessons from 
best practices related to the design of fiscal policy targeting the stimulation of growth and development. 
 
 We are pleased to note that the working document prepared by the World Bank teams recognizes 
once again the value of fiscal policy as an instrument of economic growth and stresses its importance to 
poverty reduction.  
 
 This extremely relevant work contributes significantly to the process of formulating a sound 
fiscal policy aimed at maintaining a balance between growth and macroeconomic stability as 
interdependent and complementary goals of fiscal policy. 
 
 In this regard, we view the role of and collaboration between the Bank and Fund as important to 
assisting developing countries that are undertaking work in this area, with the aim of providing them with 
the support and expertise necessary for coordination at all levels so that fiscal policy can be oriented 
toward this dual objective. 
 
Bank-Fund Collaboration (Malan Report) 
 
 We salute the initiative of the President of the World Bank and Managing Director of the 
International Monetary Fund to call on an external committee to review collaboration between the two 
Bretton Woods institutions.  We are grateful to the group, headed by Mr. Malan, which has been formed 
at just the right time, given that the two institutions are currently reviewing their intervention strategies. 
 
 Given their undeniably positive effects on aid effectiveness to developing countries and on the 
global economy in general, we forcefully endorse the proposals and initiatives put forward to strengthen 
Bank-Fund collaboration at all levels. 



 91

 
 In this regard, we share the view that the strengthening of this collaboration should take place in 
the context of shared roles and responsibilities at the global, regional, and country levels and in all areas 
of intervention, taking into account the skills residing within each institution, their expertise, as well as 
their comparative advantages, while making the concerns, priorities, and constraints of the countries 
themselves central to the process. 
 
Voice and Representation of Developing and Transition Countries in International Financial Institutions 
 
 We must thank the World Bank teams for the preparation of the highly useful document on the 
thorny issue of voice and representation of developing and transition countries, an item that has appeared 
time and time again on our Committee’s agenda. 
 
 Given our belief that the ultimate aim of strengthening voice and participation is to strike a better 
balance between developed countries on one hand, and developing and transition countries on the other, 
we endorse the proposal to restore basic votes to their initial level established when the Bank was 
founded.  Also, the introduction of a mechanism in the future capable of guaranteeing that basic votes are 
maintained at the desired level is highly recommended. 
 
 We agree with the priority accorded to the establishment of additional seats for Executive 
Directors, a move intended to benefit constituencies with large numbers of member countries, in 
particular those representing Sub-Saharan Africa. 
 
 Furthermore, we urge the management of the Bank to make every effort to recruit more senior 
staff from developing and transition countries to high-level positions at the Bank. 
 
 Lastly, given the fact that progress in the area of strengthening the voice and representation of 
developing and transition countries has thus far been slow, and with a view to achieving progress on this 
front, we suggest adopting an approach which, in the first phase, encompasses all proposals to enhance 
representation on which a consensus has been or is likely to be quickly reached before tackling, in the 
second phase, those sensitive issues on which achievement of consensus is more difficult. 
 
 We call the attention of the World Bank and IMF to the need to strengthen their commitment to 
middle-income countries, which alone are home to more than 70 percent of the world’s poor, but also to 
the need to enhance the ability of these institutions to react to and tailor their assistance to the specificities 
of these countries.  In the case of the World Bank, this commitment could be reflected in the enhanced 
competitiveness of financial instruments offered by making financial terms and conditions more 
attractive.  In this regard, we stress the need to continue efforts aimed at reducing transaction costs 
through greater transparency and streamlining of the cost and financial fee structure of the Bank.  Clearly, 
greater use of country systems represents a step in this direction. 
 
 We therefore deem it imperative for the Bank to retain its multi-dimensional role of providing 
funding, fulfilling the role of catalyst, and serving as a knowledge bank.  
 
Debt Relief Trends 
 
 We are pleased that the Multilateral Debt Relief Initiative (MDRI) has actually been implemented 
by the African Development Fund (AfDF), IDA, and the IMF.  This implementation demonstrates the 
great importance of strong international commitment to the success of initiatives of such scope. 
 



 92

 It is heartening to note that currently, 21 HIPC countries that have reached the completion point 
have benefited from the MDRI, thereby benefiting from full relief of their US$38 billion in debt.  We are 
also pleased to note the substantial progress made with the HIPC Initiative, as evidenced by the 30 HIPC 
countries that have reached the decision point, thereby making them eligible for debt relief. 
 
Global Trade Developments 
 
 We reiterate our belief that a rapid and balanced conclusion to the Doha Round would potentially 
brighten prospects for global well-being as a result of trade expansion and would facilitate achievement of 
the objectives outlined by the stakeholders in this round with respect to development assistance and 
poverty reduction.  In this regard, we think that the Bank plays a key role in promoting, relaunching, and 
contributing to the successful outcome of these negotiations.  
 
 We regret the fact that despite all the work done to conclude the Doha Round in 2006, 
negotiations were suspended in July of that year, owing to disagreement on access to the agricultural 
market and the lowering of subsidies.  Nonetheless, we hope that in the wake of the informal agreement 
reached last February to continue negotiations, the parties will conclude an agreement on the main issues 
during the first half of 2007.  Failure by the international community to conclude the Doha Round is 
certain to send a strong negative signal to the global economy regarding the ability of countries to forge 
ahead on a path of multilateralism. 
 
 
Statement by Mr. Mario Draghi, Governor of the Bank of Italy20 
 
General Remarks 
 
 We wish to extend our warm welcome to Mr. Agustin Carstens as the new Chairman of the 
Development Committee.  We are confident that under his leadership this Committee will provide a 
strong guidance toward the achievement of the Millennium Development Goals (MDGs). 
 
 This meeting is taking place as we approach the mid-point of the 15 year time horizon set for the 
achievement of the MDGs.  The international community must remain committed around the objective of 
a more equitable global development.  At this critical juncture, we have the opportunity not only to 
reinvigorate development partnerships between North and South, but also to expand South-South 
cooperation.  We are witnessing a historic change in the global architecture of aid with many new actors 
playing an increasingly active role in supporting developing countries in achieving the MDGs.  This is a 
welcome event which, however, should be carefully monitored in order to preserve the effectiveness of 
our Official Development Assistance (ODA), prevent the build-up of undesirable debt burden and further 
fragmentation of aid. 
 
Toward the achievement of the MDGs 
 
 The 2007 Global Monitoring Report (GMR) provides a good account of the progress in achieving 
the MDGs.  Some of the poorest regions — such as South Asia, Latin America, and East Asia — are 
roughly on track for halving poverty, but regional averages mask critical situations in many Low-Income 
countries, as well as in some areas of Middle-Income countries.  
 
                                                 
20  Constituency of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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 Poverty reduction is particularly challenging in fragile states, which are home to over one-fourth 
of the extreme poor and remain off-track in meeting most of the MDGs.  Instability is likely to spill 
across state boundaries and the Bank should aim at developing regional approaches to deal with fragile 
states.  Efforts at coordination, especially with the UN and regional agencies, are urgently needed.  In 
order to be more effective, the Bank should strengthen its support to state and capacity building. 
 
 Among the MDGs, those related to gender equality require greater attention by the international 
community.  A central theme of the 2007 GMR is the recognition that we will not reach the MDGs unless 
women are afforded the same freedom and opportunities as men.  More is needed to meet national 
development targets on women’s rights and gender equality.  The World Bank should promote the 
development of additional indicators to measure progress on gender equality.  These indicators would 
provide sex-disaggregated information on progress towards other MDGs, such as child mortality, 
reproductive health and primary education. 
 
 The achievement of the MDGs will not be possible without a more coherent order in the global 
aid architecture.  New funding arrangements are globally emerging, with a proliferation of donors on the 
scene and an increased fragmentation of aid.  Moreover, over the last few years about 70 percent of total 
ODA flows have been provided through bilateral organizations and only 30 percent through multilateral 
channels.  We believe that multilateral institutions, including IDA, should better equip themselves to 
attract additional ODA resources and convince donors to better balance their efforts.  Italy, with 62 
percent of its 2000-2005 ODA already delivered through multilateral channels, remains strongly 
committed to supporting multilateral engagement. 
 
 Progress toward the implementation of the Paris Declaration on Aid Effectiveness is needed, both 
for bilateral and multilateral organizations.  Italy is currently reviewing its national aid system, with the 
aim of strengthening synergies between multilateral and bilateral cooperation channels. 
 
Africa still lags behind 
 
 In Africa, despite recent progress in growth, the increase in the population, the emergence of 
conflicts, and the spread of HIV-AIDS and other communicable diseases have left the number of poor at a 
critical level.  Many African countries are caught in a poverty trap, and are therefore unable to make the 
investments in human capital and infrastructure that are required to achieve self-sustaining economic 
growth.  We concur with the proposed changes to the African Action Plan, with a better prioritization and 
sequencing of actions, and we expect that the Bank will continue to monitor the implementation of this 
strategy in the future. 
 
 Although health financing has nearly doubled in real terms since the MDGs were adopted, 
communicable diseases remain a lethal plague in Africa.  Thousands of children die each year from 
diseases that are currently vaccine-preventable.  Many more could be saved if new vaccines against so 
called neglected diseases were available.  As part of the endeavor to make such new vaccines available, 
Italy has taken a leading role in the successful launch, last February in Rome, of the first Advance Market 
Commitment (AMC) initiative.  The first AMC pilot aims at fostering research and development of a new 
vaccine for pneumococcal disease.  Donors committed US$1.5 billion to the pilot project - which is 
estimated by international organizations to save 5.4 million lives by 2030 - with Italy committing up to 
US$635 million. 
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Further actions to promote successful development 
 
Good governance 
 
 Actions to promote good governance are critical to poverty reduction, and we support the Bank’s 
effort to implement the new governance and anticorruption strategy.  Good governance enables a 
government to deliver services to its people efficiently, while corruption deteriorates capacity and 
undermines the ability of governments to function properly.  We should not forget that it takes two to be 
corrupt.  Investing in anti-corruption measures must be an integral part of national development strategies.  
We also endorse the Bank’s commitment to stay engaged with countries with severe governance problems 
and to seek, to this effect, the full support of its Executive Board. 
 
Energy for Development 
 
 The demand for energy is expanding more rapidly than ever.  Without energy, countries and 
people can not achieve their development potential, nor reduce poverty.  At the local level without access 
to reliable and affordable energy, people are denied basic health or education services and opportunities 
for improving their lives.  Therefore, access to energy is an overarching and crucial condition to achieve 
all the MDGs, from education, to health care, to gender equality and ensuring environmental 
sustainability.  The World Bank Group—and particularly the IFC—should increase its efforts in Sub-
Saharan Africa, where access to energy is still a privilege of few rather than a service to the community.  
It should also stay engaged in setting standards, promoting good governance, and institutional building in 
this field, whilst assisting poor countries to include energy policies in their development strategies. 
 
 Open, transparent, efficient and competitive energy markets are the cornerstone for a common 
energy security strategy.  We recognize that governments and relevant international organizations play an 
important role in this area.  In particular, the Bank could facilitate the transition to a low carbon economy, 
particularly through its experience in carbon finance, which should contribute to increase the transparency 
of the newly born carbon market.  Carbon financing offers an important opportunity to speed up transition 
to more sustainable energy systems and to bring in additional and significant resources for sustainable 
development.  We also support the Bank’s new activities on adaptation to climate change, which should 
be an integral part of Country Assistance Strategies.  
 
Institutional challenges 
 
 A better division of labor and coordination between the Bank and the Fund can improve the 
effectiveness and quality of the assistance provided to member countries.  Strengthened cooperation is 
particularly needed in the fields of debt management, financial sector issues and public sector 
management.  New guidelines for the collaboration between the Fund and the Bank should be based on 
the following principles: i) both institutions should have a set of clear responsibilities; ii) the division of 
labour should be based on the respective comparative advantages; iii) each institution should be 
exclusively accountable for the matters of its own responsibility; iv) duplication of work should be 
avoided.  
 
 The Bank must be able to adapt to changing realities.  We understand the desire of emerging-
markets and developing countries for a greater voice in the deliberations of the institution, commensurate 
with their role in the global economy.  We share the desire to keep the Bank relevant to all its members as 
it moves forward with its mission, in an ever-changing global economic and policy environment.  
However, our expectation is that the reform process will take into account the “development relevance” of 
each member, be it a donor or a client.  In this regard, in Italy’s opinion we should consider members’ 
contributions to IDA, to Trust Funds, and, more broadly, to ODA flows.  A selective capital increase 
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seems to be a viable option to correct specific cases of under-representation, while for the poorest and 
smallest members we support an increase in basic votes as well as the establishment of a mechanism in 
the Articles for preserving their relative weight as a share of total votes. 
 
Conclusion 
 
 In the new global landscape of development, the World Bank Group has a critical role to play in 
coordinating efforts to revise the aid architecture and make it more effective.  The proliferation of actors 
on the scene, although very welcome, calls for much stronger efforts to harmonize our actions in order to 
achieve the MDGs.  Finding appropriate solutions demands the participation of all—including emerging 
market economies—both to meet their domestic challenges and to actively engage them as contributors to 
international efforts.  
 
 Looking ahead, new challenges are posed by the provision of global public goods.  Health, 
climate, environment are increasingly interconnected at a global level and only few institutions are 
equipped to address them beyond national or regional boundaries.  The World Bank is one of them.  Its 
convening power and its global experience in addressing the provision of public goods are largely 
recognized.  Nevertheless these tasks have enormous implications for the institution.  Innovative 
combinations of advisory and financial products will have to be defined and new sources of revenue 
devised.  These challenges suggest important developments ahead as well as a new way to start looking at 
the World Bank Group’s business model and at its long term role in the global financial architecture. 
 
 
Statement by Mr. Henry M. Paulson, Jr., Secretary of the Treasury, United States 
 
 Over the past five years the world economy has grown at a pace not seen in over three decades.  
This robust growth has been particularly strong in low income countries and has helped reduce poverty.  
The world is well on its way to halving the share of people living in extreme poverty.  While this is a 
remarkable accomplishment, progress is neither great enough nor balanced enough for us to congratulate 
ourselves.  The Global Monitoring Report appropriately highlights the difficulties with progress in fragile 
states, many of which are located in sub-Saharan Africa, and draws attention to the need to ensure that the 
benefits of growth are equally open to all members of society, both male and female.  
 
 While the community of donors recognizes the need for continuing substantial aid flows, one of 
the most critical of the many lessons we have learned in the 60-year history of the World Bank is that 
higher aid flows by themselves do not guarantee less poverty.  Assuring that our assistance is directed to 
effective, efficient, well-coordinated projects that can make lasting changes in people’s lives remains a 
key and daunting challenge.  It requires intellectual vigor, the willingness to constantly reassess and 
question the effectiveness of our approaches, and a true hard-nosed dedication to the pursuit of 
measurable results at all levels of our programs.  It also means that resources need to be applied to their 
most efficient use, and that institutions focus on their core competencies.  
 
Sub-Saharan Africa 
 
 We are heartened by the early indications of success with the Bank’s Africa Action Plan (AAP).  
It is too early to determine the long-term effectiveness of the AAP, but there is sufficient evidence that 
results are moving in the right direction.  We are particularly pleased with positive country policy 
performance, a key ingredient for development results.  One area highlighted in the AAP where more 
work should be done is statistical capacity building.  Without data, African countries will always be at a 
disadvantage in policy creation and adaptation, and private sector firms will be less confident in investing.  
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 As we think about a post-2015 Africa, many areas of activity, such as infrastructure, the private 
sector, and governance deserve significant attention.  While we support the IDA-IFC micro, small and 
medium-size enterprise facility, the AAP needs a greater focus on private sector support and improving 
financial sector access.  It is the financial sector that provides a loan to start an enterprise, grow a 
business, or buy a house.  Access to capital helps people acquire assets that give them a foothold in the 
economy – personal financial wherewithal they can leverage into greater prosperity and economic 
security.  
 
Trade 
 
 Reducing trade barriers is also essential for providing people opportunities.  The best way to 
alleviate poverty and raise living standards is through greater openness, so more people can benefit from 
the expanding global economy.  The most important driver for poverty reduction has been the rapid 
growth of developing countries that opened to trade, notably in several Asian economies.  For instance, 
Mexico’s poverty rate fell by more than 20% and its rate of extreme poverty fell by more than 30% 
between 1994 and 2005 – the years following the passage of NAFTA. 
 
 We need to continue pushing forward on the trade agenda, including a successful Doha Round of 
negotiations, to keep all our economies growing.  The case for trade liberalization is clear and compelling.  
And if we want more people to support it, we need to ease anxieties and help more people realize the 
benefits of trade.  The Aid for Trade agenda launched at the Hong Kong Ministerial can help allay these 
fears. 
 
Fragile States 
 
 Fragile states pose a special development challenge because they are frequently unable to sustain 
any forward momentum on reforms and growth.  As such, fragile states do not typically respond to 
standard development interventions and require a rethinking of donor engagement to ensure positive 
results.  Paramount among these is careful consideration of resource investment.  Due to weak 
governance and weak institutional capacity, the ability of fragile states to absorb and effectively utilize 
resources is limited.  This is particularly relevant given the potentially negative macroeconomic 
implications of scaling up in low-capacity countries. 
 
 Given the challenges posed by fragile states and the limited applicability of standard development 
tools to their situations, a new framework needs to be developed to assist donor institutions to engage 
effectively.  Key elements of such a framework include: (1) developing a cohesive definition of fragility 
that focuses on the sources of fragility and not its outcomes; (2) developing and adopting an approach of 
selective intervention; and (3) developing a high quality and integrated monitoring and evaluation system. 
 
Governance  
 
 Finally, we welcome and support the updated version of the World Bank Group’s Governance 
and Anticorruption (GAC) strategy.  We applaud the Bank for an extensive public consultation process, 
which has helped to sharpen the GAC’s approach and has opened the door to new partnerships. 
 
 We are confident that the strategy will strengthen the Bank’s role in helping borrowing countries 
promote good governance and fight corruption and in playing a leadership role with global partners.  We 
believe the GAC rightly focuses on the most important issues: building effective and accountable 
institutions; country ownership; and government commitment to governance and anti-corruption.  Further, 
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we support the call to help countries address the problem of asset seizure and repatriation and greater 
disclosure of assets by public officials.  The core proposal to revamp the country assistance strategy 
(CAS) process to systematically address governance issues in country strategies assumes a continuing 
framework for fighting corruption in a way that applies central principles to country-specific 
circumstances.  Going forward, we would like to see more use of the Public Expenditures and Financial 
Accountability indicators within the Bank fiduciary diagnostics and their link to the preparation of 
country assistance strategies. 
 
Conclusion 
 
 The challenge of global poverty can be overcome only when the appropriate resources are 
married to the right policies.  The MDGs intentionally set a very high bar, and achieving them will require 
that we remain focused in our purpose and efficient in our methods.  We look forward to working closely 
with all our partners to achieve our common goal: to create the conditions and opportunities for the 
world’s poor to improve their livelihoods and overcome poverty. 
 
 
Statement by Mr. Didier Reynders, Deputy Prime Minister and Minister of Finance, Belgium21 
 
 Despite the increasingly clear prospects of missing a number of Millennium Development Goals 
(MDGs) in too many countries, progress toward reaching the MDGs has been reasonably good, if uneven 
across countries and sectors.  While some MDGs appear out of reach in all of the countries, almost all 
MDGs appear out of reach in some of the countries.  We had already predicted this likely outcome two 
years ago.  The fact that the general trend is broadly in line with our expectations may indicate that we are 
improving our ability to link resource levels with outcomes.  We are also willing to read into this trend a 
better targeting of aid flows to promising policy initiatives, a sounder understanding of the mechanisms 
by which this aid is allocated within the country, and perhaps also more reliable Public Financial 
Management.  
 
 During the past year, the World Bank has made strides to operationalize important themes: 
Governance and Africa.  The Governance and Anti-Corruption Strategy is a sound overarching document 
to guide the World Bank Group’s activities over the medium term.  We look forward to supporting its 
implementation on a country-by-country basis, consistent with the Performance-Based Allocation 
framework.  We do however encourage Management to work on specific technical issues – such as 
governance indicators - to take as much political judgment out of its future decisions.  The Africa Action 
Plan has become more focused and manageable; the linkages between objectives, activities and resources 
are clearer. 
 
Taking Stock of the Uneven Progress towards the MDGs 
 
 The contrast between the real progress in growth performance and the disappointing outcomes in 
human development is worrisome.  We do not believe that the targets set for human development are 
unrealistic, and note that they are strongly correlated with polices and activities that are mostly associated 
with state provision and state financing.  We are therefore concerned that the state in many countries is at 
pains to fulfill its role of providing equal chances in life to all.  The state’s ability to deliver on these 
promises requires close scrutiny at various levels: policy direction in some cases, choice of public vs. 

                                                 
21  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, Slovenia 
and Turkey. 
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private provision, access, teacher or doctor training, standardized testing, funding mechanisms, etc.  
Different countries may adopt different approaches to tackle this problem.  We encourage MDBs to 
intensify the dialogue with the client countries, and together find solutions that meet the countries’ needs. 
 
 Next to the MDGs, there is a need for a new set of international goals to tackle global public 
goods, such as climate change or pandemics.  We support the discussion of an explicit set of objectives 
under a ninth Millennium Development Goal to track progress on these global public goods that cannot 
be addressed adequately through the eight existing ones.  Deforestation and greenhouse gas emissions 
should figure prominently among them. 
 
Addressing Shortcomings in Human Development  
 
 Shortcomings in Human Development often point to the need for policy adjustments, not policy 
reversals.  The increasing prominence of the issue of quality in education – and perhaps health – is one 
dimension of the broader problem of unsatisfactory human development indicators.  It comes, quite 
naturally, on the heels of a first wave of reforms (e.g., primary enrollment) that has often been 
successfully undertaken with the support of the Education For All – Fast Track Initiative.  It serves to 
underscore that policy-making is a multifaceted endeavor, requiring tight coordination of the multiple 
facets of policies to deliver on its promise.  We support defining equivalent levels of learning across all 
countries.  We also support the development of standardized testing for monitoring and evaluation – with 
a light and nimble international coordination framework.  We have always been proponents of a strong 
results orientation, and are therefore also backing basic learning goals, albeit on a country-by-country 
basis, to take into account the diverse set of initial conditions and resource availability.  As regards 
implementation, we encourage client countries and donors to review their funding mechanisms, including 
the use of vertical funds, and adapt them to meet the challenge of the new generation of reforms. 
 
Mainstreaming the Promotion of Gender Equality 
 
 We note the uneven progress on gender equality, and share the concerns expressed in the Global 
Monitoring Report for 2007.  We are all the more disappointed that many indicators should be easily 
actionable (e.g., primary school enrolment ratios or secondary school enrolment ratios where primary 
school parity is achieved).  We agree with the proposed approach to recognize the cross-cutting nature of 
gender issues and emphasize gender in advice and lending operations.  Consistent with this view, we also 
advise strongly against addressing gender issues by launching gender-specific projects, and developing 
within the Bank and other Multilateral Development Banks a line department for gender.  Rather, we see 
a case for strengthening a small and capable unit within a network to support gender mainstreaming 
across regions, in all operations that have the potential to improve gender outcomes.  We also support the 
use of a limited number of novel indicators and targets to better track progress on gender equality.  
 
Making Fiscal Space to Scale Up Public Interventions 
 
 Fiscal space is an issue that needs to be tackled on three fronts simultaneously: the definition of 
sustainable fiscal imbalances, resource mobilization, expenditure effectiveness over the medium term.  
Resource mobilization has been addressed by donor commitments and the Multilateral Debt Relief 
Initiative.  Without prejudice to our call for increases in foreign aid, we see greater promise in practical 
efforts to improve resource allocation, through wider uses of medium-term budgeting frameworks and 
improved Public Financial Management.  Fiscal space is also at the heart of the relationship between the 
IMF and the Bank.  In that connection, we noted the Malan Report’s findings that Bank-Fund 
collaboration has changed little.  We believe that the division of labor between the two institutions 
remains appropriate, but encourage more formal inter-institutional transparency for all policy matters, 
since there is never more than one or two degrees of separation between them.  
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Improving the International Aid Architecture 
 
 The general assessment of the functionality of aid architecture paints a picture of goodwill and 
inefficiency.  While we do not necessarily share the message that the situation has degenerated, we agree 
that the current situation can be improved by leaps and bounds.  Many fast responses to developing crises 
have required ad hoc and country-driven arrangements for the delivery of aid.  We believe that, in the 
short run, many of these have been useful (e.g., tsunami response mechanisms, Pakistan earthquake relief, 
etc.) and the best alternative under the prevailing circumstances.  The real issue arises when these 
mechanisms are not abandoned or streamlined into a broader template for international aid architecture 
once their raison d’être has faded.  
 
 We see two main entry points into the reform of the international aid architecture: through the 
intended beneficiaries, and through the main multilateral aid agencies.  As a matter of elementary good 
governance, and in line with the Paris declaration, we strongly believe that sustainable development will 
come from working through country systems and from the development of national strategies aiming at 
strengthening the fiduciary systems.  In practice, the impetus needs to come more consistently from the 
institutions that stand to gain from improvements in the international aid architecture.  These are the 
ministries of finance of client countries; they are clearly tasked to (i) mobilize resources; and (ii) ensure 
the integrity and efficiency of Public Financial Management.  The convening power of the Ministry of 
Finance is second to none for all interested donors; and, when harnessed methodically, the multiplication 
of donors should help generate more resources without the added burden from fragmentation.  Some of 
the largest recipients have already recognized this, and have set up units within their administration 
entirely devoted to donor coordination – with convincing results.  These units are also well positioned to 
track down donors’ performance, and provide this information to support a donor peer review mechanism.  
Not unimportantly, such country-led initiatives generate dynamics that make donor coordination 
increasingly easy as a critical mass of donors establish generally accepted fiduciary rules and procedures.  
It may also be worth noting that there are risks to successful donor coordination: aid dependency, and 
confusion on the government’s part regarding its accountability to both beneficiaries and donors. 
 
 At the same time, we recognize that many countries do not have the capacity to design and 
implement a clear and consistent donor coordination mechanism acceptable to all donors.  When the 
country’s leadership is genuinely interested in pursuing the general interest, donors should be willing to 
reconsider their stand-alone approach.  Multilateral agencies are often a natural coordinator on the donor 
side, and are a repository of knowledge, a point that underscores the need for a successful IDA15 
replenishment, reflecting the full additionality that all donors agreed on in the context of the Multilateral 
Debt Relief Initiative.  The IMF, by fulfilling its mandate as leading international adviser on macro-
financial policy, has its role to play.  Bilateral donors should also make an effort to gear themselves for 
coordinated engagement.  They have done so by declaring their support for the principles in the Paris 
Declaration.  We urge those that have not done so to reconsider – especially emerging non-traditional 
donors.  Some, including the Bank, have already reviewed their internal policies to be more flexible in 
terms of resource levels and Public Financial Management procedures.  The Bank has also shown greater 
flexibility in reassigning internal resources on short notice.  Increasingly, as donors fall in line, the 
spotlight will turn to recipient countries, and, in a number of situations, to the transition between 
emergency interventions and traditional donor support.  
 
Addressing the Special Cases of the Fragile States 
 
 Situations when the state has virtually collapsed are alarmingly frequent.  Such situations have 
terrible consequences for the people in fragile states, but also for neighboring countries.  It is not a 
surprise to us that civil conflagrations engulfed Democratic Republic of Congo, Rwanda and Burundi in 
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close succession; or that Liberia, Sierra Leone and Cote d’Ivoire also experience such collapses.  In all 
cases, the dynamics of civil strife have ignored borders, or used them to their advantage.  
 
 These catastrophes are associated with fundamental governance problems, and their onset is 
usually closely related to a hollowing out of the state.  At this juncture, there is a need for creative 
thinking in assessing and addressing the needs.  First and foremost comes the need to reestablish the 
authority and functionality of the state on a minimal scale.  We take this opportunity to reiterate our 
strong call for the Bank and donors to support fragile states with which the partnership is strong enough 
with a redesign of the state’s core administrative frameworks (administrative, human resource 
management, Public Financial Management) to promote simplicity and reliability.  We also find that, at 
this stage, the hiring of international experts to carry out critical functions in the operations of the state 
(especially Public Financial Management) for a number of years, and at the request of the client country, 
is probably the only way to mobilize the critical mass to make it functional again – while helping to build 
capacity along the way for sustainability.  It has already been done successfully in a number of countries.  
The technical nature of their positions would not undercut country ownership of the key policy decisions 
– to the contrary, their actual implementation would reinforce the willingness of stakeholders to 
participate in the key decision-making processes. 
 
 Since we advocate interventions in fragile states that are among the most difficult in terms of 
policy advice, we must also stress the importance of putting the very best Bank staff on these cases.  The 
Bank’s human resources framework has improved, but still requires additional changes.  At this stage, 
promotions to higher administrative grades require experience in fragile states.  But if the Bank is serious 
about putting the very best bankers in the most demanding situations (passing mature judgments in fast 
changing situations with compressed checks-and-balances processes), it should raise the relative 
attractiveness of positions associated to fragile states.  Bank staff should not get to higher level positions 
only because they deserve to.  They should also get to higher level positions because the institution has a 
need for these positions. 
 
 Adjustments in human resource management in the Bank may not be enough.  There may also be 
a case for a more structural adjustment.  Africa is rightly becoming a region of focus, and decentralization 
of Bank operations has logically progressed apace.  However, finding top level staff to work in some of 
the most dangerous regions is exceedingly difficult.  We urge Management to think through these issues. 
 
 Enhancing Voice and Representation is another way to enhance Bank responsiveness.  We are 
strong proponents of increasing diversity among staff and especially senior management.  Regarding 
structure of the shareholding and the composition of the Board, we are interested in proposals that reflect 
the principles of accountability to shareholders, and functionality of constituencies at the IMF and the 
World Bank.  In the near term, we support ad hoc increments in the shareholding at the Bank of the 
countries for which a clear case for correction has been established and broadly accepted.  The concept of 
basic votes is also consistent with the principles we hold dear. 
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Statement by Pedro Solbes Mira, Vice-President of the Government and Minister of Economy and 
Finance, Spain22 
 
Global Monitoring Report 2007: Confronting the Challenges of Gender and Fragile States 
 
 The latest issue of the Global Monitoring Report provides a detailed update of the progress made 
in achieving each of the Millennium Development Goals and also dwells specifically on the analysis of 
gender equality and the situation of fragile states.  The report highlights the fact that economic growth has 
not been distributed evenly across geographic areas.  On current development trends, meeting the MDGs 
on a global basis might be the exception more than the rule.  These calls for a strengthening of efforts by 
the international community to scale up aid and to better coordinate their aid policies.  
 
Aid Architecture: an overview of the main trends in Official Development Assistance Flows 
 
 We would like to thank IDA management for this paper that provides a comprehensive overview 
of the main trends in ODA flows and is a extremely useful tool to analyze the problems and challenges 
ahead.  
 
 We acknowledge that the World Bank Group has been instrumental in raising awareness of the 
need to create effective coordination mechanisms between donors based on the active participation and 
ownership of the recipient countries.  At this stage, we do believe it has become necessary to devise 
further concrete coordination measures in this context that could give a more defined sense of purpose to 
this otherwise already well-rooted message.  The Bank should try to involve non-DAC donors and private 
foundations in this dialogue.  In our view, sustained and general poverty reduction will only be 
accomplished in the long run if substantial and predictable aid increases can be channelled through 
flexible and nimble aid and technical-assistance delivery systems closely aligned with national strategies.  
The World Bank Group is uniquely positioned to carry out this important task. 
 
 Aid architecture has become increasingly complex due to proliferation of aid channels both 
bilateral, including non traditional donors, and multilateral, public and, to a great and growing extent, 
private.  This increases transaction costs for donors and recipients and reduces the effectiveness of aid.  
Consequently, we strongly believe that the Paris Declaration constitutes an extremely relevant step 
forward to address these problems and that its effective implementation is needed if further progress is to 
be made in achieving the Millennium Development Goals.  In this regard, the World Bank could play a 
leading role in providing coherence.  We would like to suggest that the World Bank, together with other 
bilateral and multilateral IFIs try to set up a Good Practices Framework for Effective Coordination on the 
ground. 
 
 The paper points out the significant earmarking of aid resources for specific uses or for special-
purpose organizations, including vertical funds, and that this may lead to a misalignment between donors 
and recipient countries’ priorities.  We believe that vertical funds can be very effective and complement 
country-based approaches as long as they are aligned with the government development strategy and also 
with that of the International Financial Institutions. 
 
 Finally, we would like to express our support to an effective multilateralism in the new aid 
panorama.  We think that a shift towards increasing multilateral aid, versus bilateral aid, would help 
countries with weak institutional capacity to address and effectively use their aid flows in this over 

                                                 
22  On behalf of Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain, and República 
Bolivariana de Venezuela. 
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crowded aid scene with many bilateral donors, many different multilateral institutions, many private 
foundations and many different vertical and global funds.  
 
The Challenge of Gender Equality 
 
 Fostering gender equality has become an important element in the formulation of national and 
multilateral development policies in the recent past.  However, progress in this area may be described as 
moderately satisfactory from the point of view of the increasing aid flows directed to this topic since 
1995.  
 
 Our expectation is that the newly approved World Bank Gender Action Plan will contribute 
towards the attainment of this Millennium Development Goal.  The achievement of concrete results in 
this area has further demonstrated to promote economic equality, support progress towards other 
Millennium Development Goals and ultimately have an important impact on economic growth.  We also 
believe that putting in place adequate mechanisms of aid attribution to trace results linked to fostering 
gender equality would also advance us in reaching our common goals.  
 
Fragile States 
 
 The review of the fragile-state strategy contained in the report reveals the difficulties associated 
to the attempt of creating a general assistance framework for this type of countries.  In this case, the 
relative importance of bilateral assistance activities in comparison to multilateral action seems to be a 
long-lasting trend that will be followed in the foreseeable future.  We think World Bank efforts in fragile 
states should be oriented towards enhancing their weak institutional capacity and coordinating 
international aid before scaling up in non-core competencies areas.  The proliferation of donors in 
countries with weak institutional capacity makes coordination and alignment with country strategies more 
needed than ever.  
 
Accelerating development outcomes in Africa - Progress and change in the Africa Action Plan 
 
 The document summarizes the results of the first review of the Africa Action Plan since its 
inception eighteen months ago and suggests the introduction of eight flagships designed to accelerate 
shared growth that will be supported by increased and more effective action in three cross-cutting themes.  
We believe that the announced changes, and specially the introduction of greater selectivity, will make 
the Africa Action Plan more proactive and result-oriented in the countries where it is being or will 
prospectively be implemented.  Through them, the World Bank Group will be able to reposition itself 
both strategically and operationally in a region that has still to confront enormous development 
challenges.  We concur with the document’s conclusion that enhancing growth in certain countries would 
have spill over effects over the neighbouring countries.  However, the Bank should not neglect the 
support provided to slower growing economies in Africa.  We find it worth commending that 
management has been especially candid in the assessment of potential risks that may affect the normal 
execution of the plan.  On these grounds, we think that this enhanced approach will lead towards a higher 
degree of development effectiveness in the fulfilment of the Bank mission in Africa. 
 
 The Revised plan suggests a new classification of countries and gives a snapshot of the World 
Bank’s main actions in each group of countries.  While we acknowledge that classifying countries can 
help staff operate and implement the Plan we must also caution against the confusion that the proliferation 
of country classifications can introduce.  
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Clean Energy for Development Investment Framework: The World Bank Group Action Plan 
 
 We welcome the revised Clean Energy Investment Framework Action Plan (CEIFAP) prepared 
by the World Bank.  We believe that we cannot miss the opportunity to tackle the challenge of enhancing 
access to energy and promoting an efficient use of energy, including low pollutant energy coming from 
fossil fuels, addressing Climate Change and mitigating its impact.  In this sense, we strongly support the 
involvement of the International Financial Institutions in this field.  In this sense, this new Action Plan 
rightly takes into account the different energy initiatives undertaken by other multilateral financial 
institutions.  However, there is still a need to set up explicit mechanisms to coordinate these initiatives 
and to share knowledge and experiences among institutions, with a view towards avoiding the excessive 
fragmentation of resources and duplication of projects.  We expect the World Bank Group to continue to 
assume and expand the leadership of these coordination efforts in the future. 
 
 At the national level, even though industrialized countries are bound to take the lead in the post-
2012 scenario, the World Bank may help to design incentives In order to help developing countries in 
reducing their emissions and achieving a higher degree of energy efficiency.  
 
 We endorse the special attention paid to increasing access to energy in Sub-Saharan Africa, 
although we would like to emphasize the relevance of channelling a proportional amount of resources to 
confront the needs present in other regions.  In particular, initiatives in some countries in Asia and Latin 
America may be key to achieving the final goals of this strategy.  Attention should also be placed on 
efficient use of low pollutant and fossil efficient energy. 
 
 Carbon finance, and particularly CDM and JI mechanisms are highly valuable tools to reduce 
developed countries’ emissions and increase investments in cleaner energy projects in developing nations.  
We fully endorse the work the World Bank is carrying out in this respect and encourage the institution to 
take a leading role in defining the post-2012 scenario.  In this respect, we believe that the creation of a 
new carbon facility to purchase credits beyond the current Kyoto period in parallel with the existing ones 
will help to reduce uncertainty in the carbon market.  In any case, more action is needed to facilitate 
agreements on international climate change policy.  
 
 From a strictly operational perspective, we particularly welcome the Bank’s initiative to estimate 
the impact of any Bank activity and to identify whether there are feasible opportunities to reduce this 
footprint.  We also strongly support the involvement of the private sector in the investment framework, as 
a key partner that will provide the investments and technology transfer required to meet the ambitious 
goals set in the document.  Notwithstanding, more remains to be done in order to develop incentives and 
mechanisms to spur the participation of private firms, investors and financiers in the discussion, design, 
execution, and evaluation of projects.  We would also like to emphasize that the efficient provision of 
technical assistance may be crucial to ensure the successful implementation of the CEIFAP.  
 
 Finally, we would like to ask management to provide a precise estimation of the financing gap to 
carry out all the activities included in the Action Plan. 
 
Strengthening World Bank Group Engagement on Governance and Anticorruption 
 
 We fully support the strategy endorsed by the Board.  We strongly believe that strengthening 
good governance and fighting corruption is necessary to reduce poverty.  It is also clear that the strategy 
has also benefited from an unprecedented and extensive public dialogue and process of consultation 
conducted during these last months.  
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 We are particularly pleased by the fact that the strategy upholds the principle of country 
ownership, affirming the significance of the Country-Assistance-Strategy documents as the main 
instrument available to the World Bank Group for promoting good governance and fighting corruption.  
In addition, we welcome the assurance provided by the institution that neither the IDA performance-based 
allocation mechanism nor other Bank resource-allocation systems will by altered.  We believe the 
aforementioned principles should guide the implementation and supervision of this Strategy.  
 
Options Paper on Voice and Representation – Update Report 
 
 We welcome the discussion on voice and representation.  We concur with the document on the 
importance of having an adequate voice and representation from developing countries and with the need 
of having a better reflection of the countries relative position in the world economy.  
 
 Other issues that need to be taken into account in the discussion are: the timing of the process 
considering the great similarities with the IMF and the possibility of building on it; the contributions to 
IDA and ODA and the need to ensure that the creditworthiness of the Bank.  Is not compromised 
 
 We agree with the document’s suggestion of having a two phase reform program.  And we would 
like to express our complete readiness to participate in an open and constructive dialogue on these 
important issues and on the relative merits of the different options presented. 
 
Report of the External Review Committee on Bank-Fund collaboration 
 
 We welcome the Report of the External Review Committee on Bank-Fund Collaboration, which 
is in our view a valuable contribution to the debate on the future of both multilateral financial institutions.  
We think it is a good starting point though there is still significant work ahead for both institutions in 
taking the concrete measures and actions to improve collaboration.  The report provides many 
recommendations that need to be assessed thoroughly.  In particular, there are some grey areas such as 
financial sector, fiscal policy and low income countries in which technical papers from staff would be 
helpful in leading our discussions.  
 
Fiscal Policy for Growth and Development – Further Analysis and Lessons from Country Case Studies 
 
 The document reiterates that the appropriate way to enhance the growth impact of fiscal policy 
varies with country circumstances and underscores the importance of identifying and incorporating how 
public spending, taxation, aid and borrowing may stimulate long-term growth in any country.  We 
welcome this kind of approach that does not rely on general rules widely applicable but on country 
special circumstances and characteristics.  
 
 We think that the document might have an excessive focus on the growth impact of fiscal policy.  
Of course, experience shows that growth remains essential to poverty alleviation but we have also come 
to learn the importance of how to effectively translate economic growth into poverty alleviation.  
 
 We have been following with interest the discussion about the theoretical definition and the 
practical application of the concept of fiscal space at both the International Monetary Fund and the World 
Bank Group.  On this issue we concur with staff that, under certain circumstances, countries should have 
the possibility of raising target deficits to accommodate projects that will provide a higher financial return 
overt time.  But these decisions should be taken on a case by case basis, only after taking into account 
country specific conditions and after a careful assessment of the project itself.  Besides, the execution of 
fiscal policies that ensure macroeconomic stability is a necessary condition to reach sustainable 
development levels in the long run. 
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Statement by Mr. Eero Heinäluoma, Minister of Finance, Finland23 
 
The Global Monitoring Report 2007: Confronting the Challenges of Gender and Fragile States 
 
 The Nordic and Baltic countries welcome this year’s annual stocktaking of progress towards the 
Millennium Development Goals (MDGs) presented in the Global Monitoring Report (GMR).  The 
GMR’s focus on gender and fragile states is highly relevant and the report clearly documents that 
addressing challenges in these areas is key to reaching the MDGs.  

 
 It is encouraging that overall growth trends look positive and that some regions are on track for 
halving poverty by 2015.  Averages at regional levels should, however, not mask critical concerns in 
many countries, particularly in Africa where, on current trends, the achievement of many of the human 
development goals by the year 2015 remains unlikely.  It is also worrying that observed progress in 
school enrolment and completion is not being translated into better cognitive skills.  We therefore 
welcome the discussion of how to improve quality in the education sector.  
 
 The World Bank plays an important role in identifying and addressing country-specific 
constraints to higher and shared growth.  To that end different fiscal policy scenarios must be analyzed, 
as there is no one-size fits all solution.  Moreover, further efforts are needed by developing countries in 
improving their business and investment climate in order to foster continued high long-term and 
sustainable growth.  Growth, with benefits from it being widely shared in the population, is central to 
successful poverty reduction and to reach the MDGs. 
 
 The progress in scaling up aid has been very disappointing, particularly in Sub-Saharan Africa, 
and the GMR clearly shows that developed countries - not least some of the G8 countries - need to 
strengthen their efforts in assisting the poorest countries in achieving the MDGs.  Commitments on 
official development assistance, debt relief and arrears clearance, need to be translated into 
disbursements, by means that ensure additionality and safeguard the financial integrity of the international 
financial institutions.  Furthermore, acknowledging the importance of trade expansion for growth and 
development, we call on all parties to show the necessary flexibility to achieve a pro-development 
outcome of the Doha trade negotiations.  
 
 In the area of governance progress is mixed and the need for further efforts is clear.  The Nordic 
and Baltic countries are strong supporters of the World Bank Group’s governance and anticorruption 
agenda, and strongly endorse the updated strategic framework, which in our view will prove to be 
instrumental in addressing this serious issue.  The global consultation process since the Annual Meeting 
in Singapore has been very useful and has provided us with a set of excellent core guiding principles for 
the work going forward.  We hope that full attention can now be given to ensuring the framework’s 
implementation. 
 
 Improved aid efficiency is fundamental to improved results, as well as a prerequisite for 
additional development financing.  The Bank has committed itself to playing a role in ensuring that 
development assistance becomes better harmonized amongst development partners, aligned with country 
priorities and oriented towards development results.  We have seen good progress in some recipient 
countries, while much remains to be done in others.  We strongly encourage all stakeholders, including 
the Bank, to strive for further progress in this area.  The principle of mutual accountability should remain 

                                                 
23  On behalf of the Nordic and Baltic Countries. 
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at the centre of this process and implementation of the Paris Declaration on Harmonization and 
Alignment should be kept at the forefront. 
 
Gender 
 
 The Nordic and Baltic countries warmly welcome gender as one of the GMR’s main themes.  The 
link between economic empowerment of women and economic performance remains a largely untapped 
source of progress in many countries, and greater attention needs to be given to women’s rights and 
access to the productive sectors.  Experience shows that the greatest gains countries can achieve, 
economically as well politically, come with empowering women, ensuring equal opportunity, health care 
and increasing the ratio of women’s active participation in working life and the economic sector.  The 
World Bank estimates that unequal education and employment opportunities for women in sub-Saharan 
Africa have retarded per capita growth by 0.8 percentage points per year between 1960 and 1992.  This is 
truly significant and shows the appalling costs of gender inequalities.  We therefore urge all donors, 
bilateral and multilateral, to invest in the empowerment of women. 
 
 In light of the above, we note with disappointment the gap between words and deeds of the 
development community’s commitments to gender equality.  While the importance of the issue is 
generally accepted, accountability for results is lacking.  We expect the Bank to give high priority at all 
levels to gender issues, especially with regard to PRSP-processes and Bank operations in the economic 
sectors, and to ensure full implementation of its new Action Plan for Economic Empowerment of 
Women.  Gender related results targets and monitoring of gender-sensitive indicators are central to 
ensuring results on the ground and we therefore warmly welcome the recommendations for additional 
indicators to measure progress towards MDG3. 
 
 The Nordic and Baltic Countries believe that actions are needed in the following key areas: 
 
 First of all, political leadership is necessary – both in partner countries and amongst development 
partners.  Special initiatives are needed, but donors must also continue to align themselves and harmonize 
much more thoroughly with national and international commitments on gender equality. 
 
 Secondly, non-discriminatory legal frameworks must be put in place.  Women’s equal access to 
land, property and inheritance rights is a prerequisite for their economic empowerment.  However, law 
reform alone is not enough as people must be conscious of their legal rights, and how to enforce them.  
Here, partnerships between governments, the private sector and civil society are important to raise 
awareness of legal rights. 
 
 Finally, the promotion of an enabling business environment is central, including access to 
finance, especially for small-scale female headed businesses in the informal sector.  At the same time, 
practices, which deprive women of a voice in decision-making and limit their employment possibilities, 
need to be addressed.  In this context, we would like to emphasize the importance of strengthening 
women’s reproductive and sexual rights and access to health services.  The Nordic and Baltic countries 
see the implementation of the Bank’s new health strategy as another important tool for reaching gender 
equality. 
 
Fragile States 
 
 The GMR rightly highlights the development obstacles facing fragile states.  Being home to a 
large number of the poorest people of the world, and in light of possible negative regional spillovers, 
these countries continue to represent a major challenge where further involvement by the international 
community is crucial.  Such involvement needs to be well adapted to country specific needs and 
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conditions.  The Nordic and Baltic countries therefore remain strong supporters of the Bank’s work in 
fragile states and we welcome the Bank’s new strategy for rapid response to crises and emergencies. 
 
 Bridging the gap from post-conflict recovery to development is one of the main challenges in 
fragile states.  As pointed out in the GMR, average aid per capita to such countries is lower than aid to 
other low-income countries.  These limited resources should be used more efficiently by focusing on 
results, minimizing the need for parallel systems and by strengthening coherence between aid 
commitments and delivery.  Moreover, lack of donor coordination and division of labour between 
development partners has serious adverse impact on results.  It is therefore essential that cooperation 
between the Bank and the UN is improved, not the least when working through Multi Donor Trust Funds.  
We also emphasize the need for the Bank to focus on issues which fall within its comparative advantage. 
 
 As immense challenges remain to improve women’s access to health, education and economic 
opportunities in fragile states, we feel that the gender perspective in fragile states should have been better 
reflected in the GMR.  It is particularly important that the UN Security Council Resolution 1325 on 
Women Peace and Security is given due attention in the Bank’s, and other donors’, work. 
 
The International Aid Architecture 
 
 The International Aid Architecture is getting ever more complex with large private funds, 
“emerging” official donors and vertical programs becoming increasingly important providers of 
development assistance.  While this presents opportunities, as new resources become available, a growing 
number of donors and increased earmarking of funds also pose a challenge in avoiding transaction costs 
and duplication of development efforts.  
 
 Strengthened donor harmonization and alignment is therefore fundamental to making effective 
use of the opportunities presented in the evolving international aid architecture.  The Nordic and Baltic 
Countries expect the Bank to provide leadership in that regard, and to demonstrate clear progress when it 
comes to a stronger field presence and increased selectivity in its country programs.  We encourage the 
Bank to further define its comparative advantages and strive for increased complementarily and division 
of labour.  In this respect, we attach great importance to the Bank’s role as a lending institution.  
Furthermore, we encourage “emerging” official bilateral donors to give due attention to already 
established systems of donor cooperation with partner countries, not least in providing debt relief and 
ensuring debt sustainability.  
 
Accelerating Development Outcomes in Africa: Progress and change in the Africa Action Plan 
 
 Assisting Africa in addressing its formidable development challenges is one of the most 
important tasks of the international community.  Improvements in business climate and stronger growth 
performance in Africa create opportunities for accelerating progress, as does the improved fiscal situation 
for countries benefiting from substantial debt relief.  The World Bank plays an instrumental role in taking 
advantage of this window of opportunity, be it through its financial resources, its knowledge services or 
by acting as a convening agent. 

 
 The Bank’s Africa Action Plan (AAP) provides an important framework for the Bank’s assistance 
to Africa and we welcome the significant progress already made under the AAP.  However, we realize 
that although considerable, these results dwarf compared to the challenges Africa continues to face, and 
we emphasize that continued scaling up of both the Bank’s and other donors’ efforts are needed in order 
to assist African countries’ efforts to accelerate progress towards sustainable human and economic 
development. 
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 The Nordic and Baltic countries strongly support the revised AAP and view it as an important tool 
to bring about development results on the ground.  The principle of country ownership is key, and 
although the revised AAP focuses on sector flagships and cross cutting themes, we underline that the 
Bank’s point of departure should always be the client countries’ own priorities, as expressed in their 
Poverty Reduction Strategies.  The eight selected flagships are in our view very relevant and in light of 
the poor progress made in the area of gender under the original AAP, we support the decision to make the 
economic empowerment of women a specific flagship, although it must not diminish efforts in the area of 
gender mainstreaming. 
 
 The Nordic and Baltic countries are strong supporters of the World Bank Group work on clean 
energy and development globally and we therefore highly endorse the choice of making this a flagship for 
the Bank’s work in Africa.  It is important that the Bank Group actively continues efforts to increase 
financial resources to meet the energy needs of all developing countries, as well assist them in a transition 
towards a low-carbon economy.  The Bank also needs to accelerate measures that assist developing 
countries adapting to the consequences of climate change.  In the area of energy development we 
encourage the Bank to ensure a gender specific approach, which is not clear in the Bank’s Action Plan for 
Clean Energy and Development.  
 
 The main focus in the revised AAP continues to be economic growth and productivity.  While 
recognizing that economic growth is a prerequisite for development, the Nordic and Baltic countries want 
to stress that employment opportunities and income distribution issues for both women and men, are 
important to address in order to strengthen the link between growth and poverty reduction.  Employment 
also plays a vital role in efforts to avoid civil instability.  We encourage the Bank and other stakeholders 
to take this into account when formulating their strategies and programs. 
 
 It is only through real results at the country level that we can evaluate achievements made and 
adapt our strategies accordingly.  We therefore welcome the results focus of the AAP, as expressed in the 
specific targets under each flagship.  While doing so, however, we caution against excessive focus on 
delivering on those targets, at the expense of broader development outcomes, and underline that our 
fundamental goal remains the achievement of the MDGs.  Moreover, it is important that the flagships, and 
their specific targets, are well aligned with the Bank’s sector strategies and action plans.  
 
 It is of utmost importance that the implementation of the AAP is done in close cooperation and 
consultation with other development partners, both at the global and the local level, and is guided by an 
appropriate division of labour.  Here, we note with satisfaction the progress made on the Bank’s 
decentralization agenda, but believe that further efforts could be pursued in that regard.  The indicators in 
the Paris Declaration provide the best basis for measuring progress in this area and should in our view 
also be the basis for measuring progress in ensuring aid effectiveness in Africa.  
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation and 
Development, Germany 
 
 We are currently at an important juncture – halfway to 2015.  The challenges still ahead require a 
strong institution.  This again is a prerequisite for a substantial IDA15 replenishment.  The Bank must 
concentrate all its energies on fighting poverty as well as combating and adapting to climate change.  We 
can neither allow a standstill nor a distraction from these important tasks.  
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Promoting Gender Equality and Empowering Women 
 
 Redressing gender disparities and empowering women is an important development objective on 
the grounds of both fairness and efficiency.  But in order to realize MDG3, we – IFIs, bilateral donors 
and partner countries – need to step up our efforts on many fronts.  Vast challenges persist: more than 
two thirds of the one billion people living in absolute poverty are women; in fragile states, women remain 
particularly vulnerable and disadvantaged regarding their access to health, education and economic 
resources; access to basic services varies widely within countries among minority and indigenous groups; 
challenges also persist in universal primary education in sub-Saharan Africa and South Asia, and in 
helping young women transit from education to quality employment.  Where governments demonstrate 
the political will to promote social inclusion and gender equality, they thus improve the environment for 
poverty reduction.  And we must be aware that gender equality and women's empowerment are essential 
for realizing all MDGs. 
 
 Nowhere is our lack of progress more striking than in sub-Saharan Africa.  Women in Africa 
receive less than ten per cent of all credit going to small farmers, and one per cent of the total credit to the 
agricultural sector, while they make up the majority of agricultural workers.  Evidence from Burkina Faso 
and Kenya suggests that agricultural productivity could be raised by as much as twenty per cent simply by 
reallocating existing agricultural inputs more equally between men and women.  It is urgent to recognize 
the economic opportunities that are actually lost by not facilitating women's contributions to growth, for 
example by significantly improving women's chances of acquiring land titles. 
 
 Eliminating gender inequality means that we need to make further efforts to achieve greater 
strategic and operational effectiveness of our gender policies.  It requires stronger integration of gender 
equality and women's empowerment issues into IFIs' results frameworks and agendas.  In this regard, 
closing the gap between general policies and project design on the one hand side and implementation on 
the other is an urgent priority.  We need visible progress, especially with regard to women's access to 
bank credit and financial services, the protection, ownership and acquisition of land titles by women, 
access to the labor market, and support for women who start their own business. 
 
 Germany welcomes the fact that the World Bank Group management has identified gender as one 
of the Bank's emerging strategic priorities.  As the world's most important development institution, the 
World Bank needs to be at the forefront of our effort to boost gender equality in society and in the 
economy.  We therefore consider the Gender Action Plan to be of the utmost importance.  Even if it will 
initially focus on measures in a small number of countries, successful activities should be scaled up as 
soon as possible.  As part of Germany's effort to place women's economic empowerment on the 
international development agenda, I have assumed the role of champion for this Plan.  In the context of 
the German Presidency of the Council of the European Union, I have been strongly advocating the topic 
of gender and development.  Germany calls for senior management leadership to ensure that the positive 
results of the Gender Action Plan are replicated and integrated across the Bank's operations. 
 
 In implementing the Gender Action Plan, the following issues are of decisive importance: 
 

• Increasing cross-sectoral support, e.g., through budget support operations.  If investments 
supporting the empowerment of women and gender equality are to be sustainable and 
effective, they will need to be accompanied by the necessary policy and institutional changes.  
We therefore strongly encourage exploring the options for increased support from cross-
sectoral lending instruments to gender equality.  This requires more analytical work but also 
the leadership to translate it into an increasing number of gender-responsive and informed 
budget support operations.  Gender-informed budget analysis and public financial 
management is a promising approach for anchoring gender in public policy processes and 



 110

country programs.  Many interesting approaches have been tested, such as South Africa's 
Women's Budget Initiative, the inclusion of gender as a cross-cutting theme in Chile's 
performance-based national budget, and Uganda's Gender Budget Project Analysis. 

 
• Exploring the links between women's economic empowerment and shared growth.  The 

economic empowerment of women remains a largely untapped opportunity for accelerating 
poverty reduction and economic growth.  Poverty incidence is lower in countries with more 
gender equality.  If women enjoy equal rights and equal access to economic resources, the 
utilization and distribution of available resources improves and more economic opportunities 
emerge.  A gender assessment for Uganda has shown that by eliminating gender inequality, 
Uganda would be able to generate as much as two percentage points of GDP growth a year.  
In our quest to achieve the MDGs, we cannot afford to neglect this potential.  We therefore 
strongly encourage more research on the economic benefits of women's economic 
empowerment, on the macroeconomic links between gender and growth, and the micro 
foundations of such growth.  

 
• Integrating gender into growth diagnostics and investment climate assessments.  There has 

been renewed interest in growth analysis and diagnostics in the Bank's country advisory 
work.  We look forward to the findings of the World Bank's Commission on Growth.  
Discrimination of women in terms of their access to economic resources and rights as an 
institutional barrier to growth should be carefully examined in this context.  This year's 
Global Monitoring Report alerts us to the need for policy-relevant indicators and data to 
identify areas in which public policy can foster gender equality, poverty reduction and 
growth.  This data will be a vital tool for supporting partner countries in the conception of 
development policy strategies.  The Bank needs to further develop the relevant indicators in 
its investment climate assessment reports, such as the Doing Business Reports; gender issues 
must be systematically integrated in such work. 

 
• Taking account of the increasing share of women among those affected by HIV/AIDS.  Given 

that the rate of new infections is particularly high among women and especially among young 
girls under 15, the strengthening of women and girls and their protection against HIV/AIDS 
is an important issue.  This should be taken into consideration whenever action plans to fight 
the epidemic are devised.  Care must also be taken to ensure that women enjoy appropriate 
representation, on an equal footing, in relevant national and international bodies.  During our 
G8 Presidency, we are focusing on the fight against HIV/AIDS and on strengthening health 
systems in Africa.  In this regard, the fight against the epidemic's increasing spread among 
women is also being taken into account.  The Bank also needs to step up its efforts to fight 
HIV/AIDS and to strengthen health systems. 

 
• Recognizing, and taking account of, the importance of sexual and reproductive health and 

rights for women's empowerment, health and development potential and, thus, for the 
overarching goals of poverty reduction and development.  Essential elements in this regard 
include access to family planning information and services and access to HIV/AIDS 
prevention services.  We feel that these aspects have not been given sufficient attention in the 
Bank's new health strategy.  Germany expects Management to take a clear stance in this 
regard.  The issue of family planning must continue to constitute an essential element within 
the health sector approaches laid down in the CASes.  

 
• Germany is pleased to see that its partner governments are taking the lead in strengthening 

regional and national efforts, for example with the Solemn Declaration on Gender Equality 
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in Africa, the Protocol on the Rights of Women of the African Charter on Human and 
Peoples' Rights or NEPAD's gender task force.  

 
 We as shareholders must offer political leadership.  At an international conference held in Berlin 
on 22-23 February 2007, Germany, represented by Chancellor Merkel as Chair of the G8, and 
representatives from the UK, Norway, Denmark, Sweden and Canada expressed their support for the 
World Bank Gender Action Plan.  I know from subsequent meetings that many of my colleagues who 
were not able to attend that day share our point of view. 
 
Implementation of the Africa Action Plan (AAP) 
 
 With regard to the implementation of the AAP, progress has been achieved.  Germany welcomes 
the focus on eight flagships, which enables a more efficient division of labor among donors and improved 
results orientation of the World Bank in these areas.  We encourage the Bank to continue enhancing the 
focus of its activities in Africa and to align its activities with the flagships.  In implementing the AAP, the 
following issues need to be tackled: 
 

• Given the challenges ahead, the plan's objective should be sufficiently ambitious.  For the 
private-sector, clean energy and gender flagships in particular, the objectives should be scaled 
up.  For instance, the management targets of at least nine countries showing improvements in 
the doing business indicators by 2009 and of commercial banks in four countries receiving 
IFC lines of credit for lending to women entrepreneurs by 2009 would be achievable even if 
the situation in a majority of countries deteriorated. 

 
• The flagships should take full account of the Bank's relevant sector strategies.  The flagships 

touch upon a variety of sectors, but there seems to be little if any connection to the Bank's 
strategies in these sectors.  Harmonizing the flagships and the sector strategies could enhance 
the flagships' focus and their integration into the system of programming new operations.  
Here we are referring, in particular, to the Governance and Anti-Corruption Framework, the 
Strategy on the Economic Empowerment of Women, the Education Strategy and the Strategy 
on Health, Nutrition and Population, as well as the Making Finance Work for Africa 
initiative. 

 
• We strongly believe that the issue of agricultural productivity should be treated in a more 

holistic way, giving special attention to the close connection between agriculture, private-
sector enhancement and trade.  Moreover, approaches such as the integration of small-scale 
farmers into agricultural value chains are missing.  We would be glad if these issues were 
tackled in this year's World Development Report, which is dedicated to agriculture.  

 
• The AAP should take appropriate account of climate change and strengthen the Bank's role 

in this area, including in particular with regard to promoting renewable energy and energy 
efficiency.  This refers especially to clarifying the linkages between the flagship areas and 
climate change.  Although developing countries – particularly in Africa – have only made 
minor contributions to global warming, they will be affected most by the negative impacts of 
climate change. 

 
• We encourage the Bank to promote regional integration in Africa on a comprehensive scale.  

Indeed, the recent IEG evaluation of the Bank's work on regional integration clearly indicated 
the significant value added of such work.  It also called for specific steps towards 
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mainstreaming the regional approach into the Bank's work.  What is needed are specific 
targets, actions and policies to ensure close cooperation with other relevant institutions. 

 
• We welcome that the AAP will put much more focus on an effective development partnership.  

In implementing this, Germany looks forward to closer cooperation with the Bank.  The 
selected priority areas are a good reflection of the most important concerns of Germany's 
current G8 Presidency, because governance and investment in Africa are major foci of our 
G8 agenda.  We strongly support the Making Finance Work for Africa initiative and we are 
discussing new means of adapting to climate change, supporting the protection of forests as 
well as measures to fight corruption.  At the G8 summit in Heiligendamm, Germany would 
like to attain substantial results concerning the fight against poverty.  And we are looking 
forward to continuing the discussion with our African partners in Heiligendamm. 

 
Addressing the Special Challenges in Fragile States 
 
 In line with the OECD-DAC Principles for Good International Engagement in Fragile States and 
Situations, our central objective of engagement in these countries is to promote state-building and 
capacity development.  Germany therefore appreciates the fact that the GMR addresses the risk of 
international engagement – by establishing parallel institutions – undermining the state in the long run 
and impeding the strengthening of weak state institutions in such countries.  International engagement for 
state-building also includes support for non-state institutions and actors.  Civil society has a key role both 
in building the relationship between state and society and in service delivery.  
 
 The international community should review its strategic approaches and instruments regarding 
non-conflict countries in which the governance situation is deteriorating.  This sub-group of fragile states 
facing a deteriorating governance situation and an increasing risk of conflict does not receive sufficient 
attention in the GMR.  
 
 Common analysis and perceptions as well as harmonized and coordinated approaches are vital 
for the international community's prospects of successful engagement in fragile states.  It will also be 
increasingly important to include the growing number of new and emerging donors in such coordination 
and harmonization.  
 
 We appreciate that the World Bank will scrutinize its strategy, instruments and financing for 
fragile states in the context of IDA 15.  While we believe that the Bank has an important role to play in 
these countries, for instance concerning the (re)establishment of effective service delivery systems and 
infrastructure (re)construction, it needs to define its priorities of engagement more clearly and clarify its 
division of labor with bilateral and multilateral institutions, especially the UN.  
 
 There is a case for developing regional approaches to fragile states, because instability is likely 
to spill over across regions, and, on the other hand, the causes of state fragility often have a regional 
dimension.  Germany therefore welcomes the discussions under way in the regional organizations on this 
topic, as well as the initiatives to build structures to prevent conflict and state fragility.  Greater emphasis 
by donors on regional approaches to fragile states will also include fostering the capabilities of regional 
organizations.  The German G8 Presidency therefore encourages G8 partners and all other donors to 
strengthen the capacities of regional organizations. 
 
Improving the Global Aid Architecture 
 
 In order to enhance the World Bank's effectiveness, its business model needs to be adapted to the 
changing environment, such as the growing differentiation among "clients," improving availability of 
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other financial resources, and the emergence of new donors.  The GMR also rightly points out that 
international financial institutions can play a central role in the provision of Global Public Goods, and the 
DC has already requested the Bank to develop a framework for its role in this area.  In this context, 
Germany shares the view that environment, including climate change, should be the focus of next year's 
GMR.  Germany welcomes Paul Wolfowitz's call for a long-term equitable global regulatory framework 
to reduce greenhouse gas emissions. 
 
 It is important that all donors adhere to common principles and ensure speedy implementation of 
the Paris Declaration.  The global aid scene has become increasingly complex, with numerous new 
donors and aid organizations.  This is a positive development, because it implies an opportunity for 
mobilizing more aid resources for the achievement of the MDGs.  Besides, it facilitates learning from the 
new donor countries' own development experience.  But there are also challenges, as this evolution might 
complicate alignment, donor harmonization and coordination. 
 
 All donors, including the World Bank, should focus their activities on fewer sectors and areas 
where they boast special expertise, based on their respective comparative advantages.  We should 
promote and strengthen concentration in order to lower transaction costs for the partner countries and to 
increase overall efficiency.  The EU plans to act as a driving force for complementarity and division of 
labor within the international donor process, following an inclusive approach that is open to all donors.  
As a first step, the Member States and the European Commission plan to adopt and implement a Code of 
Conduct on Complementarity and Division of Labor in Development Policy.  At the international level, 
too, innovative solutions are needed, such as the establishment of coordination councils, a proposal that 
was discussed at the joint BMZ/OECD workshop on Performance and Coherence in Multilateral 
Development Finance in Berlin in January this year.  Such councils, on which the recipient government 
and the major donors would be represented, would constitute a forceful incentive for specialization on the 
donor side. 
 
 Proper implementation of the Paris Declaration on the ground requires a change in incentive 
structures and management instruments in many donor institutions (ideally, implementation of Paris 
Declaration principles should be a part of staff evaluation).  We welcome the fact that the World Bank is 
taking the first steps in this regard and encourage the Bank to undertake further measures.  
 
 In future reports, the part on "Monitoring the Performance of the IFIs" should be strengthened.  
IFI performance should be monitored taking into account the development of the broader debate on aid 
architecture. 
 
Clean Energy for Development Investment Framework:  The World Bank Group Action Plan 
 
 Germany fully supports the World Bank Action Plan for the Clean Energy for Development 
Investment Framework.  In view of recent data on the negative impact of climate change on developing 
countries, the World Bank needs to step up its activities in this area.  The Stern Report and the report of 
the Intergovernmental Panel on Climate Change (IPCC) leave no doubt that we are in the midst of climate 
change.  Climate change is human-made.  And those who suffer most under climate change are those who 
have contributed to it the least: the poorest of the poor.  Germany advocates a substantial increase in the 
targets for scaling up relevant World Bank support; the Bank should try to increase its support for "new 
renewable energy" and energy efficiency by an annual 50%, and a separate target for renewable energy 
should be agreed.  The World Bank should also commit itself to substantially increase the share of such 
activities in its overall energy portfolio.  For the achievement of the MDGs, it is of top priority that the 
World Bank take a leading role in addressing the issues of energy for development and climate change 
consistently.  The Action Plan's concentration on World Bank activities is therefore welcome, and the 
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clear commitment to donor coordination, country ownership and alignment throughout the document is 
appreciated. 
 
 20 to 25% of global greenhouse gas emissions result from the cutting down of rain forest.  The 
protection of rain forests needs to play a central role in the fight against climate change.  In particular, 
we need to reach international agreement on mechanisms for the financial compensation of developing 
countries which put a halt to logging, because they are rendering a service to the global climate.  The 
Bank's Forest Carbon Partnership is one such approach.  Germany will use its G8 Presidency to promote 
this initiative. 
 
 We must devote special attention to the forests of the Congo basin in Central Africa.  They are the 
world's second largest contiguous forest, with unique biological diversity.  We support the World Bank's 
high level of activity in this area.  Even if it is working in an extremely difficult post-war environment, 
the Bank needs to insist, time and again, that its Congolese partners comply with minimum social and 
ecological standards, and it needs to advocate the prolongation of the logging moratorium. 
 
 We highly welcome the Africa Energy Scale-up Action Plan with its proposal to apply a sector-
wide programmatic approach (SWAP) – beginning with Senegal and Zambia as pilot countries.  The 
implementation of the SWAP will critically depend on partner countries' ownership.  In addition, the 
following topics deserve strong attention: regional and sub-sectoral approaches, capacity building, 
linkages to agriculture, education and health, improvements in traditional biomass.  Focusing solely on 
large investment projects would not sufficiently address MDG requirements. 
 
 We appreciate the improvements that have been made since the Singapore meeting regarding 
proposed action to reduce CO2 emissions: the entire energy system is being taken into account; reference 
to "unproven technologies" has been limited; the complementary roles of the Bank and GEF have been 
clarified; and the call for new financial instruments has been scaled down. 
 
 With regard to carbon finance, Germany generally supports the idea of the ENVCF-led carbon 
finance facility.  However, this must not jeopardize the negotiations on a future post-2012 regime.  
Carbon markets play a very important role in encouraging investment in emission-reducing technologies 
and low-carbon alternatives.  This was recently underlined by the EU Council when it committed 
unilaterally to reduce greenhouse gas emissions by at least 20% by 2020.  The World Bank will be an 
important voice in the upcoming negotiations for a post-Kyoto agreement.  It should promote wider and 
more inclusive participation of countries, the inclusion of deforestation, and the establishment of deeper 
and more transparent carbon markets.  The World Bank Group's position on post-Kyoto should be defined 
under the Board's guidance. 
 
 Germany welcomes the activities of the World Bank Group outlined in the Action Plan to cope 
with the adaptation challenge.  We support the planned shift from technical assistance for vulnerability 
assessments and capacity building towards the piloting of concrete projects to implement adaptation 
strategies.  The proposed work by the Bank on climate risk assessment also appears to be a good approach 
to tackle the problem.  However, clarification is needed on how the Action Plan relates to adaptation 
measures already taken by other donors (including GEF) as well as on the issue of the suitability of 
instruments and resources available within the World Bank Group. 
 
Scaling up Aid and Using Fiscal Policy to Foster Pro-Poor Growth 
 
 Germany fully supports the main statements contained in the report on fiscal policy.  In many 
developing countries, fiscal policies in the 1980s and 1990s focused very much on the goal of 
stabilization.  The financing of investment in infrastructure and in education and health was neglected.  
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While stabilization is necessary for economic growth, it is not sufficient.  We have pointed this out time 
and again: in the BMZ paper on the Post-Washington Consensus and in the most recent Development 
Committee meetings.  We thank the World Bank for the work it has done and support the research 
program outlined in the paper.  This program should be linked closely to the work on promoting broad-
based economic growth. 
 
 In the coming years, the international community will increase ODA considerably.  In that effort, 
we must ensure that these additional resources will indeed result in more social justice, growth, and 
increased productivity.  This means that it is advisable to invest in public infrastructure, something which 
has been neglected for many years not least due to the mistaken belief that the private sector would step 
into the breach.  But other investment, too, has been shown to contribute to economic development and 
competitiveness – particularly investment in education and in gender equality in economic and political 
life. 
 
 In line with the findings of a recent evaluation of the IEO, the IMF must be more proactive in 
helping countries to create the scope for additional productive and cost-effective public investment in a 
way that is consistent with macroeconomic stability and debt sustainability.  The IMF, together with the 
World Bank and key donors, should establish a work program with the objective of identifying additional 
spending opportunities at the country level.  This program would encompass a systematic analysis of 
absorptive capacity constraints and of the supply-side impact of the various expenditure categories, as 
well as measures to increase the relevant countries' absorptive capacity. 
 
 Also, closer attention has to be given to the financing side of the budget, both in analytical and 
operational terms.  Until now, many developing countries have relied on expenditure reductions rather 
than on revenue enhancement as the principal means of fiscal adjustment.  It is worrying that a number of 
countries have seen a decline in the share of revenue intake in budget financing.  We must make sure that 
external financing does not reduce the incentive for governments to improve their revenue mobilization 
efforts and to combat tax evasion.  Insufficient domestic revenue mobilization is not only an economic 
issue but also has social and political implications: transparent domestic resource mobilization fosters 
accountability vis-à-vis the citizens. 
 
Coherently Promoting Governance and Anti-Corruption 
 
 Germany strongly supports the Bank's enhanced focus on issues of governance, including anti-
corruption.  The new strategy deals comprehensively with the issue of corruption, placing it in the 
broader context of governance.  Corruption is always a symptom of deficits in governmental and societal 
structures.  We welcome the Bank's recognition of country ownership as a key factor, the maintenance of 
IDA's performance-based allocation system as well as IBRD's resource allocation system, the integration 
of the governance/anti-corruption agenda into the CAS process in order to ensure consistent treatment 
across countries, the intention to seek creative ways of staying engaged even in difficult circumstances, 
and the Bank's commitment to work with other donors to ensure a harmonized approach, based on 
comparative advantages and on the principles of the Paris Agenda.  We also appreciate the intention to 
include the private sector, civil society, parliamentarians and the media in the Bank's efforts in the future. 
 
 Now, implementation of the strategy will be the crucial task for the months to come.  We look 
forward to discussing the Implementation Plan before the end of the fiscal year.  The Implementation 
Plan should clarify a number of issues and make them operational: 
 

• It should outline how the Bank's intention to strengthen country systems can be made 
operational.  In implementing the strategy the Bank should rely, as far as possible, on national 
processes and existing institutions.  The EU's recent governance initiative is exemplary in that 
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it is primarily aimed at supporting peer review mechanisms where they exist (e.g., NEPAD's 
African Peer Review Mechanism) and arriving – by means of dialogue – at governance 
assessments shared by the EU and partner countries. 

 
• The sensitive issue of governance indicators should be further developed and current 

international endeavors in this regard should be taken into account (e.g., within OECD-
GOVNET, EU governance profiles). 

 
• More guidance on the special tools for the Bank's work in high-risk environments, such as 

anti-corruption action plans, will be necessary.  In this connection, the Implementation Plan 
should also clarify under which conditions a project must be labeled "high-risk." 

 
• "Rules of engagement" have to be established with other relevant actors: with governments 

and parliaments, UN organizations, RDBs and other donors.  
 

• Management should present a Progress Report two years after the Implementation Plan was 
endorsed. 

 
• It is important that the industrialized countries, too, step up their contribution to greater 

transparency, e.g., with regard to the financial sector – for example by establishing clear 
transparency guidelines for companies listed on the stock market, increasing transparency 
with regard to hedge funds and private equity funds, establishing strict policies on their 
foreign trade and investment promotion schemes, and expanding cooperation on identifying 
and repatriating illegally obtained assets and on fighting international tax evasion.  

 
 Also, international anti-corruption initiatives addressing the supply side of corruption should be 
further strengthened and developed – such as the OECD Convention on Combating Bribery of Foreign 
Public Officials in International Business Transactions, the UN Convention against Corruption, the UN 
Global Compact and also the Extractive Industries Transparency Initiative and the Forest Law 
Enforcement and Governance initiative.  We are also looking forward to strengthening the Extractive 
Industries Transparency Initiative and fostering the fight against corruption during Germany's G8 
Presidency and we support the Bank's intention to assist countries in recovering corruptly acquired assets. 
 
 The Bank should facilitate a learning network of sector-specific transparency initiatives in order 
to disseminate transparency principles, best practices, and innovative procedures (such as the multi-
stakeholder approach) in the sectors that are most prone to lack of transparency and in which corruption is 
most detrimental to poverty reduction and development, e.g., in the health and infrastructure sectors. 
 
Enhancing the Voice of Developing Countries 
 
 Enhancing the voice of developing countries is a crucial issue for the Bank as a multilateral 
institution with a view to credibility and legitimacy, mutual accountability and effectiveness.  Any 
reforms that enhance their voice need to take into consideration that the group of developing countries has 
become increasingly differentiated in the past few decades.  Some countries are witnessing rapid 
economic growth and a quick change in their relative position in the world economy.  These new balances 
need to be reflected in changed shareholding and voting structures in the IFIs.  At the same time, 
participation by small and poor countries in decision-making has to be guaranteed as well.  
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 To facilitate a consensus on governance reform within the Bank, a comprehensive package 
should be discussed, which may include different timelines for the implementation of agreed steps in 
accordance with the specific requirements of each action.  
 
 The following reform options might constitute elements of such a comprehensive package: 
 

• A selective capital increase will be the most viable option for enhancing the voice of countries in 
transition and for correcting specific cases of under representation. 

 
• Increases in shares should go along with increased preparedness of the relevant countries to 

assume global responsibilities.  Germany therefore fully supports the proposal to link the 
adjustment of shares to the preparedness to make and/or increase contributions to IDA and the 
World Bank's trust funds.  

 
• Strengthening the voice of small and low-income countries can best be achieved through an 

increase of basic votes.  A substantial increase of the share of basic votes should be our 
objective, combined with a mechanism which guarantees that basic votes will be maintained at a 
certain fixed level in the future.  

 
• Germany continues to encourage developing countries' full payment of IDA subscriptions 

allocated to them.  Taking up the subscriptions would increase their voting power from 42% to 
48% and demonstrate ownership on their part. 

 
• The use of special majorities, in particular double majorities of votes and members, should be 

considered. 
 

• Capacity constraints of large constituencies need to be addressed. 
 

• Appropriate selection criteria and processes should be introduced for the senior management, 
including the heads, of the IFIs. 
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Prepared Statements Submitted by Observers 

 
 
Statement by Mr. Haruhiko Kuroda, President, Asian Development Bank 
 
 On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the 
invitation to attend the 75th meeting of the Development Committee as an Observer. 
 
Regional Outlook 
 
 In 2006, real GDP of developing Asia grew at 8.3%, the fastest rate since 1995.  Although the 
pace of expansion is expected to ease in 2007 and 2008, growth outlook remains brisk, and as usual will 
hinge on prospects for the global economy.  Growth of 7.6% is projected in 2007, nudging up to 7.7% in 
2008.  These projections imply that growth will move onto a more sustainable footing and that 
overheating pressures that surfaced in 2006 will gradually abate.  Monetary conditions are generally set to 
tighten in 2007 as a number of countries attempt to tame inflationary pressures.  This is particularly true 
in South Asia but further tightening may also occur in the PRC if liquidity continues to flow through the 
economy.  Fiscal stances are tipped toward mild expansion but most countries are mindful of the costs 
that rising and high public debt brings.  
 
Major Challenges in the Region 
 
 The rapid growth of the region notwithstanding, the absolute number of poor people in the region 
remains very large and inequality is increasing both within and among countries.  Non-income poverty is 
proving to be persistent.  Although the region is on track to meet the millennium development goal 
(MDG) target of reducing by half the proportion of people living on less than a dollar a day, it is unlikely 
to meet the MDGs for reducing non-income poverty.  The region also faces challenges of environmental 
degradation, inadequate infrastructure and energy supplies, major natural disasters, rapid urbanization and 
migration, as well as threats of regional or global pandemics.  Growth alone cannot eradicate poverty 
without public action by governments in the region to tackle problems of exclusion and marginalization.  
In response to the emerging challenges of the Asia and Pacific Region, ADB has put in place a medium-
term strategy covering 2006–2008, which aims to strengthen the impact of ADB’s assistance on poverty 
reduction by focusing on five strategic priorities: catalyzing investment, strengthening inclusiveness, 
promoting regional cooperation and integration, managing the environment, and improving governance 
and preventing corruption.  
 

The succeeding sections discuss some of ADB’s activities in key areas of relevance to the region. 
 
Scaling up of Development Assistance and Improving its Effectiveness  
 

To meet the above-discussed challenges, we need to further scale up development assistance and 
improve its effectiveness.  For the second year in a row, ADB has increased its assistance to its 
developing member countries.  ADB approved loans, grants, equity investment, technical assistance and 
credit enhancement amounted to $9.7 billion in 2006 compared to $7.4 billion in 2005 and $5.7 billion in 
2004.  To further scale up assistance, particularly for low-income countries, donors’ support is critical for 
the ninth replenishment of Asian Development Fund (ADF X), covering the period 2009-2012.  A larger 
replenishment of ADF will be necessary for assisting poorer countries in the region to achieve the MDGs 
by the target year of 2015.  
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ADB shares the growing consensus that nurturing country capacities are critical for sustainable 
development and aid effectiveness.  ADB’s Capacity Development Working Group reviewed innovative 
approaches and recommended ways to improve ADB strategies in its partner countries leading to a 
Medium-Term Framework and Action Plan for 2007-2009 for Capacity Development, which will pilot 
capacity development innovations, and facilitate operational experimentation and progressive adaptation 
through a learning approach. 
 
 ADB has been working with its development partners and member countries to improve and 
enhance the effectiveness of its assistance.  Asian countries are recognizing that the Paris Declaration on 
Aid Effectiveness is an instrument for changing aid practices, and to advance the contribution of 
development assistance to national development goals.  ADB, along with the Government of Japan, UK’s 
Department for International Development, and the World Bank organized the Asian Regional Forum on 
Aid Effectiveness at ADB Headquarters in Manila from 18 to 20 October 2006.  The Forum presented 
evidence on aid effectiveness in Asia, and established the importance of evaluation and managing for 
development results.  The Forum strongly asserted country ownership as the foundational principle for 
improved aid effectiveness and recognized that stronger government capacity is a precondition for 
effective country leadership of the development process.  
 

ADB recognizes the importance of country ownership, alignment of donors’ strategies with those 
of the recipient countries, harmonization among donors, and that greater aid coordination including 
improving the division of labor among donors is necessary for strengthening aid effectiveness.  For some 
years now, ADB has been applying these principles to its operations at strategic, programming, project, 
and process levels.  ADB has been engaging with its partner countries and the donor community to 
address emerging problems and the financing needs of its member countries.  Emerging donors from 
within the region are currently engaged with ADB in supporting its Asian Development Fund and 
providing assistance for its trust funds and special funds for technical assistance.  In addition, ADB has 
been working with emerging donors in the region in the area of subregional cooperation. 
 

Besides mainstreaming Managing for Development Results (MfDR) in all spectra of its activities, 
ADB has been active in the process of promoting the agenda on MfDR.  In this regard, ADB was a co-
sponsor of all three International Roundtables organized up to today dealing with this important topic.  In 
the last of these gatherings which took place in Hanoi in February 2007, the Community of Practice on 
MfDR in Asia and the Pacific, supported by ADB, was featured as an innovative way of promoting peer-
to-peer learning and promoting good practices.  The overall theme of the Hanoi Roundtable was the 
contribution to sustained capacity development in MfDR at the country-level.  The Roundtable also 
hosted a Results Marketplace of ideas and emerging “good practices” on how countries and development 
partners are working together to improve results-based management around the world. 
 
Supporting Weakly Performing Countries or Fragile States 
 

Weakly performing countries or fragile states were an important issue recently discussed during 
the Heads of Multilateral Development Banks (MDBs) Meeting in London on 13 March 2007, and a 
working group is being established to come up with recommendations on (i) common definitions and 
operating principles for engaging collaboratively in such countries; (ii) partnership with other donors; and 
(iii) agreed procedures to fully include from the onset the views of affected countries.  In line with this 
current global dialogue, ADB has considerable experience with countries with small, isolated, and 
vulnerable economies and with much larger countries that are making the transition from centrally 
planned to market economies or that are emerging from conflict.  ADB has evolved its approach for 
engaging more effectively in such countries.  The approach, grounded on ADB’s existing strategic 
framework and country performance assessment conducted under the performance-based allocation 
system, is designed to increase the effectiveness of existing and future operations.  It has been developed 
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through a consultative process and draws on inputs from ADB departments and offices (including 
Resident Missions), public and shareholders consultations, and findings of the international development 
community.  The approach provides a framework for guiding operational planning and implementation 
that includes a methodology for classifying weakly performing countries and alternative interventions that 
may be modified based on country context.  Assistance programs in such countries will be based on 
country ownership, bolstered by systematic capacity development.  ADB will respond to this need by 
scaling up technical assistance and other grant financing from partners.  ADB operations in these 
countries will involve partnerships at all stages, including pursuing cofinancing opportunities.  ADB will 
continue to (i) refine its approach to identifying and defining weak performance, (ii) re-think its 
operational planning, and (iii) adapt its business processes and instruments to ensure that its engagement 
is suitable and effective for individual countries and is consistent with the Paris Declaration.  Regional 
departments operating in countries that might not be classified as weakly performing countries but that 
exhibit evidence of weak performance are encouraged to adapt elements of the approach in their 
operations. 
 
Gender and Development 
 

ADB’s Policy on Gender and Development has been instrumental in increasing awareness in 
developing member countries and within ADB and in encouraging the mainstreaming of gender issues in 
ADB projects and programs.  In 2006, an Implementation Review of the Policy was carried out to 
examine trends and prospects for gender equality and women's empowerment in the Asia and Pacific 
region, assess implementation of the Policy, and outline steps for improving the scope and quality of 
ADB’s gender-related work.  The review confirmed that measurable progress in gender mainstreaming 
has been made across all major areas of ADB operations.  The improvements in performance, especially 
in loan operations, have been facilitated by institutional mechanisms such as the operational gender and 
development plan of action and the placement of gender consultants in several resident missions.  The 
findings of the review, combined with those of various consultations, form the basis for the Gender and 
Development Policy Plan of Action (2007–2010), currently being finalized.  
 

To assess gender mainstreaming, ADB loans are assigned one of four classifications: (i) gender 
thematic, (ii) effective gender mainstreaming, (iii) some gender benefits, and (iv) no gender elements.  
The percentage of loans in the gender thematic and mainstreaming categories has grown from about 30 
percent in the late 1990s to 40 percent in recent years.  In this period, there has been a positive trend of 
gender mainstreaming into less traditional sectors, particularly in physical infrastructure.  Since the 
inception of the Policy, ADB has also produced a range of gender-related knowledge products.  A major 
focus has been on the production of Country Gender Assessments.  Another multipurpose knowledge 
management initiative is the ADB External Forum on Gender.  This forum was established in 2001 to 
advise ADB on critical gender issues in Asia and the Pacific.  Its ten members include development 
practitioners, NGO representatives and academics who contribute to the effectiveness of the 
implementation of the ADB’s Gender and Development policy. 
 
Energy Efficiency and Clean Development Mechanisms Initiatives 
 

For countries in Asia and the Pacific, meeting their energy needs, or energy security, is critical for 
maintaining the high rates of economic growth and development.  However, there is a growing consensus 
that it must be done in a sustainable manner.  Several governments have policies, regulations and targets 
to expand renewable energy and energy efficiency.  This challenge of clean energy and development is 
not just for the Asia and Pacific region but a global one, and would require multiple solutions.  Key 
measures will be influencing entities to use energy more efficiently, adopting new technologies and 
putting a price on carbon.  To assist its developing member countries, ADB has the Clean Energy and 
Environment Program that is consistent with the Investment Framework for Clean Energy and 
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Development and other regional initiatives.  The Program includes (i) the Energy Efficiency Initiative 
with a regional strategy for promoting greater investments and activities in energy efficiency; (ii) the 
Carbon Market Initiative to provide upfront financing and technical support to Clean Development 
Mechanism projects; (iii) an initiative for Energy for All to establish strategic approaches that are scalable 
and replicable for providing greater access to modern forms of energy for the rural and urban poor; (iv) 
the Sustainable Transport Initiative to improve energy efficiency in the transport sector, which is growing 
as a serious challenge in Asian megacities; and (v) the establishment of knowledge hubs on clean energy 
in Asia.  The ADB Board has approved the establishment of the Asia Pacific Carbon Fund, under the 
Carbon Market Initiative, and the Board’s approval is presently being sought for the establishment of the 
multi-donor Clean Energy Fund and other trust funds under the Clean Energy Financing Partnership 
Facility.  The increased focus on clean energy projects is reflected in ADB’s lending program.  Lending 
for such projects and project components was US$705 million in 2006 and is expected to exceed US$900 
million in 2007. 
 
Review of the ADB’s Long-Term Strategic Framework 
 

To conclude, I would like to report that ADB is also re-examining its long-term strategic 
framework in view of the dynamic changes taking place in the region.  An Eminent Persons Group, 
convened to advise ADB on the trends and challenges in the Asia and Pacific region and the role of ADB 
in that context, has finalized its report in March 2007.  The report envisions a dramatically transformed 
Asia by 2020 where most countries in the region would have conquered widespread absolute poverty.  
However, the region will not be without development challenges and the report identifies critical issues 
which ADB must be prepared to help tackle.  These issues include achieving inclusive growth, ensuring 
environmental sustainability, and accelerating regional integration.  The report also recommends ADB to 
become more focused and to undergo institutional changes to be able to respond more quickly to the 
rapidly changing environment.  With the report as a major input, ADB will review its long-term strategic 
framework in 2007 with the aim to enhance its effectiveness and to be better prepared to meet the 
increasingly complex challenges of the region.  Consultation with ADB stakeholders will be an integral 
part of this review.  
 
 
Statement by Mr. Louis Michel, Commissioner for Development and Humanitarian Aid, European 
Commission 
 
Strong Financial and Political commitment from the EU on Governance  
 
 Progress towards good governance is crucial for poverty eradication and the achievement of the 
Millennium Development Goals (MDGs).  However, this does not mean that the international Community 
should shift priorities in the development agenda.  Poverty eradication is and must remain the overarching 
priority. 
 
 Extraordinary efforts towards progress on reaching the MDGs have been made over the past year 
by most developing countries, as well as by donors.  The EU made strong financial and political 
commitments and is now moving firmly to implementation.  It is clear that in parallel to the scaling up of 
aid, aid resources have to be used more effectively.  This is why efforts to operationalize the principles of 
the Paris Declaration on harmonization, ownership, alignment and management by results must be 
intensified.  This should also apply to the support to Governance. 
 
 Following a mandate by the 25 EU Member States, European Commission has worked out a 
proposal for a more effective and harmonized approach to governance for the EU, namely the  
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Communication on “Governance in the European Consensus on Development – towards a harmonized 
approach”, which was adopted on 30 August.  
 
 Both, the World Bank and the EU’s proposed governance strategies call for better harmonization 
of governance support among donors.  This would reduce the burden of too many, and at times 
contradictory, donor strategies on the administrations in our partner countries.  A logical start for those 
harmonization efforts are the analytical and diagnostic tools of governance.  However, harmonization also 
has to extend to response strategies, particularly in countries at “exceptional risk” and in fragile states. 
 
 The proposed EU policy on democratic governance, promotes a broad and holistic approach, 
addressing political, economic, environmental, and social dimensions of governance.  This applies both to 
the analyses of governance situations in specific countries and regions and to support provided to 
governance reform processes. 
 
 Good governance means more than tackling corruption.  The EU is firm in not tolerating 
corruption, viewing it as a major obstacle to achieving development goals.  The EU nevertheless sees 
corruption as a symptom of poor governance and a lack of transparent, accountable management and 
control systems.  Tackling corruption must not be addressed in isolation but has to be integrated into 
development and poverty reduction strategies.  This also requires strengthening the role of civil society 
and the media, protection for multiparty democracy and electoral competition, a transparent system for 
financing political parties and support for parliamentary oversight and for other public and judicial 
institutions.  In this context, we must continue to pursue the efforts made by the international community, 
with a strong involvement of the EC, to develop a common approach to supporting the strengthening of 
public finance management systems.  
 
 Dialogue has to be the preferred means of encouraging countries to embark on reform.  This 
dialogue has to include a preventive dimension and permit the discussion of politically sensitive issues.  
When problems of bad governance occur, our approach should be progressive, proportionate, 
transparent, and based on dialogue.  Sanctions may prove necessary in serious cases.  But much more 
time and effort should be invested in developing incentive approaches designed to raise standards 
gradually.  Again, as in other areas, imposing new conditions unilaterally should be avoided.  
 
 Governance reform cannot be imposed from the outside.  In the relations between partner 
countries and donors, it is vital that ownership of the reform processes be respected.  Results will depend 
on real political will.  When such political will exist, which we believe is the case in most countries, it 
will be crucial that donors are responsive and provide the necessary political and financial support to 
institutional reform and capacity building.  The European Commission has decided to set aside a 3 billion 
Euro incentive envelope financed by the 10th European Development Fund for African, Caribbean and 
Pacific countries.  This will be additional to initial country aid allocations to promote governance reform.  
In deciding how to allocate this incentive tranche, the assessment of the governance situation at present as 
well as the relevance, ambition and credibility of government’s commitments to reform will play a key 
role.  This assessment will also become the basis for identifying weaknesses in the democratic governance 
process and for engaging more effectively in dialogue with partner governments on improving 
governance in priority areas. 
 
 In Africa, the EC will support the Africa Peer Review Mechanism (APRM) as a unique tool for 
peer review and peer learning, offering a very good potential to trigger African-owned governance 
reforms.  The European Governance Strategy therefore proposes to support the APRM at Pan-African, 
regional and national levels. 
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Middle Income countries 
 
 MICs are a heterogeneous group of countries facing a range of challenges.  They have an 
important un-finished development agenda.  These countries are becoming important actors in terms of 
promoting global governance, the international respect of the rule of law, democratic principles and 
human rights, as well as in the provision of global public goods.  The EU and the WB can work better 
together in full respect of their specific mandates and policy agenda towards MICs.  Pooling grants and 
loans together is an important policy option to consider, while ensuring adequate EU visibility.  Decisions 
in this respect should be taken on a case-by-case basis.  We already support many WB geographical and 
thematic Trust Funds (e.g., Gaza, Iraq, Avian Flu, Tsunami) and we co-finance many joint programs or 
specific projects in other MICs.  The WB supports the EU's Neighborhood Policy (ENP) towards Eastern 
Europe and the Mediterranean region and the EU pre-accession strategy in the Balkans.  We also work 
together in many MICs in Asia and Latin America to promote regional integration and social cohesion.  
Our focus is on policy dialogue, technical assistance, governance, reform and direct budgetary support.  
New cooperation opportunities should be drawn from the lessons of previous experience.  We look 
forward to the outcome of the evaluation on WB Trust Funds’ involving MICs and the finalization of a 
more operational plan of action by the Bank.   
 
The EU’s Commitments on Aid for Trade  
 
 The EU deeply regrets the suspension of the Doha Development Agenda (DDA) negotiations in 
July.  For its part the EU remains fully committed to the Round.  We continue to strive for a balanced 
outcome that would deliver development results in terms of real cuts in tariffs, effective cuts in subsidies, 
real new trade flows and better rules.  We are ready to go back to the negotiation table as soon as 
realistically possible on the basis of the existing negotiation framework. 
 
 It is important that the work on a number of issues which are relevant for development continue.  
Aid for Trade is one of them.  Aid for Trade is a critical complement to enable the weakest and most 
vulnerable developing countries to take advantage of trade opportunities.  Stepping up Aid for Trade 
does not diminish the importance of new market opportunities and better trade rules.  
 
 We strongly welcome the recommendations of the Aid for Trade Task Force, which received a 
strong input from the ACP, LDC and African countries as well as from the G20.  We are pleased to note 
that, notwithstanding some minor differences in emphasis, the recommendations are well in line with the 
European Consensus on Development policy.  The time out of the DDA negotiations does not diminish 
the importance of Aid for Trade.  It is necessary to continue the work to make Aid for Trade more 
effective, and we are ready to work with donors and beneficiary countries to implement its' 
recommendations.  It is also important to speedily implement the recommendations to enhance the 
Integrated Framework for the Least Developed Countries. 
 
 The European Commission has already stepped up its efforts in this area and we are close to 
reaching the € 1 billion target.  The EU Member States are also increasing their efforts and plan to reach 
also € 1 billion of Trade Related Assistance in 2010.  We welcome the World Bank’s increasing 
engagement in this the area, and particularly in trade facilitation.  
 
 Finally, Aid for Trade can only be successful if it is fully incorporated in the development and 
poverty reduction strategies.  The role of the Bretton Woods institutions is crucial to ensuring this is 
applied. 
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Progress on the Education for All Fast Track Initiative (FTI) 
 
 As the Co-chair of the FTI, the Commission welcomes the Progress Report prepared by the 
World Bank.  We note with satisfaction the progress made towards the education MDGs, service delivery 
and resource mobilization in education in the countries endorsed for the FTI.  This is a clear sign of the 
success of the FTI in forging partnerships between countries and donors in support of country-owned 
education plans.  The FTI has led the way in harmonization and alignment in education in line with the 
Paris Declaration and can today demonstrate tangible results at country level with donors agreeing on 
common approaches and aligning their support behind national education plans.  The Initiative should 
continue to build on these results within the unique FTI dual approach combining country-level action by 
local players with global level advocacy for education. 
 
 While the FTI has been a successful catalyst for raising both domestic spending and donor 
financing for education, major challenges remain in terms of the volume and long-term predictability of 
external assistance.  Given that the European Union collectively already is a vital force in the FTI funding 
– through both country level channels and FTI Funds – we welcome the focus on these two issues.  
Ensuring predictability and adequacy of external financing is a critical factor for securing the investments 
needed in education.  Since several years the European Commission supports national budgets through its 
budget support operations.  The European Commission will increase the amount of development 
assistance channeled through budget support.  The European Commission will also look into possibilities 
to improve the long-term predictability of these programmes (covering up to 6 years) and will reinforce 
the link between budget support and the progress towards the Millennium Development Goals.  We will 
be happy to share our experience on this with the FTI Partnership. 
 
Clean Energy and Development  
 
 We congratulate the World Bank for its work on the Investment Framework on Clean Energy and 
Development and welcome the increased focus on energy and poverty.  We support the suggestion to 
simultaneously strengthen the actions around the three key pillars identified in the report.  
 
 The report contains interesting proposals for filling the huge financing gap in the energy sector, 
particularly for providing universal access to energy in developing countries.  Under the EU Energy 
Initiative, the Commission has established new instruments to address this, offering possibilities for co-
financing with EU Member States and leveraging funds from others.  The € 220 million ACP-EC Energy 
Facility will co-finance investments to improve rural energy access.  The EU-Africa Partnership for 
Infrastructure will attract substantial additional investment to the energy sector.  A trust fund has been 
established with the European Investment Bank to attract financing for cross-border and regional 
infrastructure.  The Fund is open to financing from European and African financing institutions.  Other 
innovative proposals are being developed. 
 
 Experience gained with the EU Emissions Trading Scheme and the Clean Development 
Mechanism will help design a long term stable regulatory framework to establish an effective global 
carbon market.  Such a market will help finance the incremental costs of decarbonizing power.  EU 
Member States already mobilized € 2.7 billion additional public finance for emission reduction projects 
mostly through the Clean Development Mechanism.  Moreover, the EU action plan on Climate Change 
and Development contains concrete recommendations on how to integrate adaptation into the climate 
change agenda.  We note the Bank's recommendation to earmark at least US$ 1 billion ODA per year to 
make current flows of development finance climate-proof. 
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 The EU is committed to assist developing countries in solving their energy problems, to tackle 
climate change and other serious environment and health problems.  We are fully open to collaborate with 
the World Bank and others on further developing and implementing the three pillars of the Framework.  
 
 
Statement by Mr. Lennart Båge, President, International Fund for Agricultural Development 
 
 This year will mark the halfway point from the adoption of the Millennium Development Goals 
(MDGs) in 2000 to 2015, the deadline for achieving the targets.  To date, the goals have prompted a more 
serious, in-depth approach by the global development community to large scale reduction of poverty, 
improvement of well-being, and management of natural resources.  Achievement of the goals, however, 
will require that the insights that have emerged during the first half of the target period be fully translated 
into improved policies, institutions, practices, as well as vastly increased resource mobilization.  Much 
remains to be done. 
 
 Despite important progress, as noted in the 2007 Global Monitoring Report, nearly one billion 
people remain in extreme poverty and all regions are off track to meet the target for reducing child 
mortality and related child malnutrition.  What the report does not note is the fact that childhood 
malnutrition is concentrated in rural areas.  Measures of childhood nutritional status are significantly 
higher in urban than in rural areas, particularly in South Asia and Latin America.  According to the 
International Food Policy Research Institute, this gap can be attributed to lower maternal education and 
decision making power, relative to men; lack of water and sanitation services; and lower household 
economic status in rural areas. 
 
 IFAD continues to focus ever more sharply on those activities that are key to enabling rural poor 
people to overcome poverty.  Its Strategic Framework for 2007–10 provides guidance for its contribution 
to achieving MDG 1.  It is working to improve and expand the impact and results of its lending and 
grants.  In the period of its current replenishment, 2007–09, it will provide US$2 billion for one hundred 
programmes and projects, with a total investment cost of US$4 billion.  Equally important, it is 
strengthening its capacity to identify and nurture innovation, to improve its learning from development 
practice, and to work with others to scale up successful practices and approaches. 
 
 The Development Committee background report on aid architecture describes an overall shift 
within Official Development Assistance (ODA) over the past fourteen years from production and 
infrastructure to the social sector.  This is particularly significant with respect to agriculture, which fell 
from an already low level of approximately ten percent in 1990 (when more than eighty percent of the 
world’s poor people lived in rural areas and depended on agriculture for their livelihood) to less than four 
percent in 2004 (when fully three-quarters of the poor remained in rural areas).  The Bank’s assessment of 
its Africa Action Plan acknowledges the need to mobilize additional resources to assist countries to 
implement comprehensive agricultural development programs. 
 
 With respect to the increasing complexity of the aid architecture, with a proliferation of donors 
and the attendant transaction costs, it is important to note the pilot “One UN” reform initiative, which will 
develop and implement new procedures and arrangements by which UN agencies can overcome 
fragmentation and misalignment at the country level.  The various UN agencies – each with their own 
specialization and comparative advantage -- will work together to consolidate a unified presence with one 
programme, one budgetary framework, and enhanced overall coordination.  Eight countries (Albania, 
Cape Verde, Mozambique, Pakistan, Rwanda, Tanzania, Uruguay and Viet Nam) have volunteered to 
serve as testing grounds to provide practical insights for achieving greater coherence. 
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Gender 
 
 In light of the heavy concentration of global poverty in rural areas, IFAD has identified, as a root 
cause of poverty, the imbalance between the demands on rural women and what they need -- but lack -- to 
enhance their output in these areas.  Rural women are often responsible for agricultural production and 
income generation, domestic work and family care, and management of household food security and 
natural resources.  They typically fulfil these responsibilities without equal access to land, extension 
services, credit, education, civil and political rights, or decision making.  In fact, women own less than 
two per cent of all land, and receive only five per cent of extension services worldwide.  In Africa, it is 
estimated that women receive less than ten per cent of all credit going to small farmers and only 
one per cent of the total credit going to the agricultural sector. 
 
 Several studies have demonstrated that women’s productive capacity in agriculture is equal to or 
greater than that of men’s, when they are afforded equal access to resources.  One study in Burkina Faso, 
for example, found that total household output could be increased by ten to twenty percent if some of the 
inputs from plots controlled by men went to plots controlled by women.  Similarly, yields among Kenyan 
women farmers could increase by nine to twenty-four percent if women had the same experience, 
education, and inputs as men. 
 
 Women are responsible for more than half of the labour required to produce the food consumed in 
developing countries.  In Africa, women provide an estimated three-fourths of the labour for food 
production.  In Asia, women work as hired agricultural labourers or unpaid family workers, contributing 
between ten and fifty percent of the labour needed for growing various crops, and in Latin America 
women play a key role in family farming. 
 
 In light of this, IFAD has affirmed that gender equality and women’s empowerment are central to 
achieving its mission of enabling the rural poor to overcome poverty and to achieving MDG 1, reducing 
poverty and malnutrition.  In its programming, IFAD combines gender mainstreaming with specific 
measures for women’s empowerment.  This means that rural poverty assessments and project designs take 
into account gender roles and relationships to ensure that project benefits accrue equitably to men and 
women.  Without such assessment, programs may have unintended adverse consequences for women, 
such as increased workload, reduced time for caregiving, or reduced control over resources and 
technology.  Such analysis may uncover the need for specific activities to ensure opportunities for 
women, which would otherwise not be available to them because of structural inequalities. 
 
 In 2003, IFAD adopted a Gender Plan of Action, which spells out specific actions for integrating 
gender throughout the project cycle.  The plan also provides for expanding IFAD’s capacity to generate, 
capture, and share knowledge on gender and development and for strengthening its advocacy role in 
favour of rural women.  It identifies indicators for each action and measures for strengthening institutional 
accountability for gender mainstreaming.  Of particular importance, it assigns specific responsibility for 
the various aspects of the plan’s implementation. 
 
 The Annual Report On Results And Impact Of IFAD Operations Evaluated In 2005  determined 
that most projects reported greater confidence and visibility in local affairs on the part of women and this 
was attributed largely to training focused on increasing women’s skill levels, which enabled them to 
engage in income-generating activities.  It also identified continuing obstacles to women’s full 
participation.  Examples of these included inaccurate targeting, failure to appoint women extension 
workers, underutilization of access to credit, and larger debt burdens for women borrowers.  The 
evaluation also found that gender concerns were better advanced in projects directly supervised by IFAD.  
The recently adopted policy that expands IFAD’s direct supervision of projects may further bolster 
IFAD’s project performance on gender issues. 



 128

 
 The establishment of gender programmes within IFAD’s regional divisions has increased IFAD’s 
technical capacity and has provided strategic funding that has leveraged greater integration of gender 
perspectives into projects.  More recently, gender considerations have been integrated into IFAD’s Policy 
on Targeting, which clearly defines its target group, and establishes general principles and methods for 
identifying and reaching its target group.  It specifies that IFAD will, in all operational situations, 
“address gender differences and have a special focus on women within all identified target groups – for 
reasons of equity, effectiveness and impact – with particular attention to women heads of household, who 
are often especially disadvantaged.”  Targeting is one of the principles of engagement within IFAD’s 
2007-10 Strategic Framework. 
 
 IFAD is currently working to identify future directions for its gender mainstreaming and 
empowerment of women, based on the mid-term review of the current Plan of Action and a self-
assessment conducted the regional gender programmes.  It welcomes the establishment of the economic 
empowerment of women as a flagship within the World Bank’s Africa Action Plan and looks forward to 
working with the Bank as it strengthens its work in this area. 
 
Fragile States 
 
 The Monitoring Report’s focus on fragile states is a welcome complement to the attention in 
recent years on aid allocation systems that reinforce favourable national development policies.  Both 
equity and human security considerations compel a more in-depth understanding of the nature and 
characteristics of fragile states on the part of the development community.  Determining the most 
effective forms of assistance for these states is a considerable challenge and one that must be addressed. 
 
 All of the twenty-four states designated as fragile by the World Bank in 2006 are predominantly 
rural, with the percentage of population living in rural areas ranging from a low of fifty-two (Liberia) to a 
high of ninety-one (Burundi).  Support to fragile states, therefore, needs to address the specific challenges 
of rural development and to include assistance to strengthen rural institutions and rural livelihoods. 
 
 IFAD has approached this issue through a focus on crisis prevention and recovery.  IFAD has 
active lending programmes in twelve of the sixteen states designated by the World Bank in 2006 as core 
fragile states, many of which are currently affected by violence or are emerging from violent conflicts. 
 
 IFAD’s experience in crisis situations has included helping to prevent outbreaks of violence in 
project areas affected by unresolved conflicts (such as in parts of sub-Saharan Africa and Central 
America), containing the spread of violent groups in rural communities by maintaining at least minimally 
functioning rural development activities (such as in Peru and Burundi), and accelerating the reactivation 
of productive activities by vulnerable households soon after the end of formal hostilities (such as Bosnia 
and Herzegovina, El Salvador, and Rwanda). 
 
 Through its experience in these countries, IFAD has concluded that the sustainability of improved 
capacity of states to deliver essential services and practice good governance depends, in part, on ensuring 
that rural communities have the capacity to assert their interests and be heard by their governments.  It 
focuses on grassroots economic development that can provide a stable foundation for strengthening 
fragile countries:   the development and restoration of rural livelihoods through recovery of agricultural 
production, enhanced food security, and helping rural poor people to rebuild their asset base and social 
capital.  IFAD is able to draw on its core competencies in helping communities build greater harmony and 
trust and to seek greater responsiveness from governments. 
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 Last year IFAD adopted a Policy on Crisis Prevention and Recovery, which outlines a set of 
principles that guide its operations in countries in crisis.  The aim of its activities in such situations is to 
mitigate the risk and impact of crises on rural communities by incorporating them in country strategies 
and to strengthen the capacity of individuals and communities to adapt to change and cope with crises.  
IFAD also focuses on removing deep-rooted causes of crises, as they relate to its mission and mandate, 
such as control over natural resources, particularly land and water.  It helps rural communities to engage 
their governments, donors, and private-sector actors to support the development or restoration of 
livelihoods. 
 
 In post-conflict countries and fragile states, the IFAD country strategy may be adapted to better 
address the specific challenges found in those situations.  It may be framed as a transitional strategy, for 
example, and cover a shorter period of time.  Formulation of the country strategy may rely heavily on 
crisis risk and vulnerability assessments, as circumstances and available data may not permit a more 
comprehensive poverty analysis.  Financing for post-conflict countries is provided through the regular 
programme of work and budget, but special post-conflict allocations may be provided for up to four years, 
with an additional three years to phase down to the strictly performance-based allocation. 
 
Highly Indebted Poor Countries (HIPC) Initiative 
 
 To date, IFAD has provided US$126.6 million in debt relief to those countries at completion 
point within the HIPC initiative.  Funding has been provided through a combination of external 
contributions and IFAD’s own resources.  IFAD welcomed the approval last November of its long-
standing request for formal access to the World Bank-administered HIPC Trust Fund. 
 
 
Statement by Mr. Juan Somavia, Director-General, International Labour Office 
 
 The uneven distribution of economic opportunity is an increasingly worrying feature of the 
current phase of globalization.  The institutions charged with the governance of globalization are 
challenged to find ways to shape a fairer and more inclusive process of international economic 
integration. 
 
 Evidence that opportunities in today’s world are skewed is increasing.  First income inequality 
within nations is rising in many countries and perhaps particularly in those that are the “successful 
globalizers”.  While life is improving for some, far too many are being left behind. 
 
 Second, relatively few countries have successfully engaged in the global marketplace and the gap 
between them and those that have not is widening.  
 
 A third indication of inequality is the decline in labour’s share in national income in 
industrialized countries discussed in the IMF’s recently released World Economic Outlook. 24 Broadly the 
Outlook suggests that technological change and heightened commercial competition while increasing the 
size of economies may be reducing labour’s share and stretching out the earnings gap between the skilled 
and unskilled.  This complex field deserves further study, preferably of a collaborative nature, particularly 
on its tentative findings of the effects of labour market policies on labour shares.25 Nevertheless as the 

                                                 
24  International Monetary Fund, World Economic Outlook, April 2007, Chapter 5.  
 
25 The finding that “the index of employment protection legislation… and the union density measure, were not 
statistically significant” in their relationship to declining labour shares is not reflected in the text of the chapter. 
(Footnote 32 Appendix 5.1) 
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Outlook says “it is important to be fully cognizant of the fact that there are adjustment costs, and policies 
do need to support those people negatively affected by labour market globalization.” 
 
 This is a balanced view that acknowledges that there are minuses as well as plusses to the 
complex world of economic interdependence.  It is a statement that opens the way to a constructive 
discussion of social as well as economic policies and the scope for synergies between them.  Furthermore 
given the interaction between labour market responses and the effects of heightened global competition 
these discussions should involve the representative organizations of employers and workers. 
 
 It is also consistent with the findings of the recent WTO/ILO Secretariat Study on trade and 
employment.26  It concluded that trade liberalization is therefore associated with both job destruction and 
job creation.  In the short run the resulting net employment effects may be positive or negative depending 
on country- specific factors like the functioning of the labour and product markets.  In the long run, 
however, the efficiency gains caused by trade liberalization are expected to lead to positive overall 
employment effects, in terms of quantity of jobs, wages earned or a combination of both.  Average wage 
increases may, however, hide distributional changes that affect some workers negatively. 
 
Strong Growth, but Weak Labour Markets 
 
 Trade liberalization is one of the elements alongside shifts in investment patterns and 
technological change that provoke a constant restructuring of employment.  The key issue is whether that 
process is taking place in an environment in which decent work opportunities are being created at a pace 
sufficient to absorb the growth in the global labour force and reduce unemployment and the 
underemployment which is the root cause of high levels of working poverty.  Despite five consecutive 
years of respectable rates of global growth global labour markets show persistent signs of weakness or, 
indeed, deterioration.  The ILO’s latest Global Employment Trends of earlier this year found that 
unemployment and poverty remain at stubbornly high levels. 
 

• global unemployment in 2006 stood at its highest absolute level ever, with 195.2 million 
unemployed, or a rate of 6.3 percent, unchanged from the previous year; 

 
• improvement in the absolute number of the working poor (those whose work nets them $2 a 

day or less for themselves and their families) –1.37 billion in 2006 – was markedly modest 
 

• for the first time in history, 2006 saw the share of global employment in the service sector 
(40%) rise above that in agriculture (38.7%).  But this does not imply a substantial 
improvement in earnings and conditions of work, as, for too many, the transition has been 
one out of low paid labour in agriculture to unproductive work in the urban informal 
economy. 

 
• while the $1-a-day working poor declined in most regions, it increased in absolute terms (by 

14 million) in sub-Saharan Africa and remained relatively unchanged in Latin America and 
Middle East and North Africa 

 

                                                 
26  International Labour Office and Secretariat of the WTO, Trade and employment: Challenges forpolicy research, 
a joint ILO/WTO Secretariat study, Geneva, Feb. 2007. www.ilo.org/public/english/support/publ/textem.htm#5511. 
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 It is thus clear that the labour market response to growth has neither been as favourable as 
desired, nor approaching that which can be attained.  This in turn implies substantial scope for policy 
action at international and national levels. 
 
Policy Coherence: A Challenge Accepted 
 
 There is a welcome trend toward greater attention to improved policy coherence in the 
multilateral system.  Indeed, the MDGs themselves were a first and powerful pointer in this direction.  
Since the World Summit of 2005 and last year’s High-Level Segment of ECOSOC, the central 
importance of full and productive employment and decent work for all has been acknowledged as a 
central aim of governments, of the multilateral system, and therefore of the policy spheres of our 
respective and increasingly intersecting mandates.  As usual, the Spring meetings of the International 
Monetary and Finance Committee and the Development Committee are immediately followed by a 
dialogue between the international financial institutions and the UN Economic and Social Council 
(ECOSOC) in New York.  This year however provides an unusual opportunity for a reinvigoration of the 
dialogue with the International Financial Institutions.  It is a test of the seriousness of system–wide 
commitment to the clarion call of “deliver as one”. 
 
 The ECOSOC Ministerial Declaration of 2006 reinforced the decent work agenda, and 
underscored the significance of full and productive employment and decent work for all as an end in itself 
and as a means to achieve the internationally agreed development goals, including poverty eradication 
and other key development objectives.  It consequently requested the whole multilateral system, including 
the UN Funds, Programmes and Agencies, regional economic commissions and development banks, and 
the International Financial Institutions and the WTO, to mainstream the goals of full and productive 
employment and decent work for all in their policies, programmes and activities. 
 
 In order to assist its member organizations, the Chief Executives Board for Coordination (CEB) 
decided to develop a Toolkit for Mainstreaming Employment and Decent Work.  The ILO has been asked 
to take the lead in developing the Toolkit in collaboration with interested organizations and in 
consultation with all members of the High Level Committee on Programmes (HLCP).27 The Spring 
Session of the HLCP on 20-21 March 2007 in Rome welcomed the Toolkit and the present version is 
being submitted for endorsement by the Executive Heads of all member agencies at the next CEB Session 
to be hosted by the ILO in Geneva on 20-21 April 2007.  
 
 The Toolkit strives to be a lens that the agencies could look through to see how their strategies, 
policies, programmes and activities are interlinked with employment and decent work outcomes and how 
they can enhance these outcomes by taking full account of the implications of their strategies, policies, 
programmes and activities for employment and decent work, while devising them and when advising and 
assisting countries and constituents in their adoption and implementation.  
 
 The Toolkit, which will continue to be refined, aims to promote coherence and capture synergies 
for enhancing the role of the CEB-member agencies in the promotion of decent work for all through their 
own action at the global, regional and country level.  As such, it is addressed to the staff of the CEB-
member agencies at headquarters and in the field.  More specific audiences can be identified for future 
versions of the Toolkit, tailored for particular areas of application.  The indirect beneficiaries of the 
application of this Toolkit by CEB member agencies, and of its future extensions, will in fact be the 
                                                 
27  Paragraph 36 of the Ministerial Declaration adopted by ECOSOC encouraged all agencies “to collaborate 
actively in the development of the Toolkit to promote decent work that is currently being developed by the ILO”.  
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national constituents and target groups of each and every organization, and ultimately the people of the 
world who have the legitimate aspiration of a fair chance to a decent job.  
 
 The overall objective of the Toolkit is to mobilize synergies and to enhance the employment and 
decent work impact of CEB-member organizations as a contribution towards a system-wide coherent 
approach to the implementation of the World Summit Outcome.  As part of the effort to realize the goal of 
“One UN”, the Toolkit with its website is also a means to share knowledge more efficiently and 
systematically, to identify policy synergies, to avoid overlaps, to promote policy dialogue, and thus to 
focus interagency cooperation around a shared international development agenda.  By fostering policy 
coherence in the advice provided to our respective constituents, it improves overall effectiveness. 
 
The Next Steps 
 
 The next steps in this process will be the monitoring and evaluation of institutional self-
assessments of how the institutions’ programmes and policies can serve to promote the centrality of full 
and productive employment and decent work for all.  The ILO and the ECOSOC, and I am sure all CEB 
members, will welcome the full partnership of the IMF and the World Bank in this endeavour. 
 
 
Statement by Mr. Amadou Boubacar Cisse, Vice President (Operations) 
 
 On behalf of the Islamic Development Bank (IsDB), I would like to express our appreciation to 
the Development Committee for inviting us to attend its 75th Meeting.  Indeed, it is a great honour for me 
to represent my institution in this important meeting, which will be discussing global economic issues 
including the challenges of gender and fragile states, and accelerating development outcomes in Africa.  
These issues are of special relevance to the Islamic Development Bank whose 56 member states include 
28 least developed countries, mostly from Africa, many of which, along with others in Asia, also come 
under the category of Fragile States. 
 
 I will briefly highlight the economic performance of IsDB member countries, our position on 
various economic issues, and some of the major initiatives undertaken to address the challenges facing 
our member countries. 
 
Economic Performance of IsDB Member Countries 
 
 The world economy registered a strong growth of 5.1 percent in 2006 and is projected to slow 
down to 4.5 percent in 2007.  The output growth in developing countries continued to remain high 
registering 6.5 percent in 2006 and is estimated to decline to 5.9 percent in 2007.  However, despite this 
strong economic growth, the unemployment rate remained high particularly in developing countries.  
 
 In line with the global trend, the IsDB member countries as a group recorded an annual growth of 
over 5.5 percent during the period 2003-2006.  Although real GDP growth in member countries as a 
group experienced a slight decline from 6.1 percent in 2005 to 5.9 percent in 2006, it is estimated to pick 
up again and reach 6.1 percent in 2007.  Despite this strong economic performance during the recent 
years, the average growth in IsDB member countries as a group is still below the average for all 
developing countries, and this gap is widening over time—it has increased from 0.5 percent in 2002 to 1.4 
percent in 2006.  The output growth in the least developed member countries of the Bank has indeed been 
quite impressive, with an annual average growth rate of 7.3 percent for the period 2003-2006.  Although 
lower than its peak level of 7.7 percent in 2004, the real GDP growth in the least developed member 
countries was 7.4 percent in 2006.  
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 In 2006, the IsDB member countries also continued to maintain their gross capital formation rate 
(as percentage of GDP) above 22 percent.  Their fiscal balance as percentage of GDP improved from 1.8 
percent in 2005 to 3.2 percent in 2006.  In the case of least developed member countries, which had a 
fiscal balance of negative 2.3 percent in 2005, the deficit narrowed down to -0.03 percent in 2006.  The 
current account balance of member countries (as percent of GDP) more than doubled in just two years, 
increasing form 4.7 percent in 2004 to 8.4 percent in 2005 and further to 11.1 percent in 2006.  Similarly, 
the current account deficit of least developed member countries narrowed down from 4.8 percent in 2004 
to 4.2 percent in 2005 and to 1.4 percent in 2006.  The total external debt of IsDB member countries stood 
at $914.36 billion in 2006, up from its level of $903.77 billion in 2005.  The external debt of least 
developed member countries of the Bank declined from $96.77 billion in 2005 to $93.26 billion in 2006.  
 
 The global political uncertainty and its resulting impact on the energy prices pose a serious 
challenge to the stability of economic growth in developing countries, including those that are members 
of the IsDB, which are already facing the daunting challenges of effectively dealing with the problems of 
widespread poverty and low human development, coupled with binding resource constraints and low 
institutional and human capacity.  The IsDB is also conscious of the need for these countries, especially 
the least developed member countries, to reform their economic and social policies, strengthen 
implementation capacity, and improve absorptive capacity.  
 
Global Monitoring Report 2007 
 
 The key messages emerging from the Global Monitoring Report 2007 are indeed very strong and 
clear, and nobody can dispute these conclusions – growth is reducing poverty but not everywhere; women 
still lag behind men in education and mainstream economic activities; fragile states are the largest “MDG 
deficit” states; quality is lagging behind quantity with children completing primary schools without much 
cognitive skills; and scaling up of quality aid requires greater coherence among donors, developing 
countries, and international agencies.  The issues posed in the document deserve serious consideration 
and, hopefully, the discussion in the Development Committee will pave the way for their meaningful 
resolution.  We need to be mindful of the fact that discussions on these issues in this meeting will impact 
the lives of millions of people across the globe, mostly the less privileged groups.  The Islamic 
Development Bank concurs with the findings of the Global Monitoring Report 2007 and is ready to 
cooperate and collaborate with other development partners in playing its role in finding suitable solutions 
to the relevant issues. 
 
 The IsDB believes that while development assistance from donor community is not the solution 
to all development needs of the developing world, achievement of MDGs including meaningful reduction 
in the levels of poverty would not be possible without sufficient support of developed countries and 
multilateral donors.  According to the World Bank estimates, in order to achieve the MDGs by 2015, the 
required additional aid would be between $40 billion to $50 billion annually.  However, the additional 
aid, with all efforts for increased coordination, may not be sufficient to attain the MDGs.  The developing 
countries, including IsDB member countries, must aggressively reform their economic and social policies 
to make the additional spending effective.  In this respect, the IsDB will continue to build synergy with 
the World Bank, IMF and other development partners to provide development aid for its middle- and low-
income countries.  However, there is a need to make this collaboration more meaningful by becoming an 
equal partner in achieving the shared goals.  On the other hand, policymakers in developing countries also 
need to focus their attention on improving access of the poor to financial services as well as to build 
strong financial institutions, which is imperative to give opportunities and means to the poor to better 
their lives on longer-term and sustainable basis. 
 
 I would like to take this opportunity to highlight some of the major initiatives, which the IsDB 
has undertaken recently.  These include: setting up of a fund for poverty reduction, establishment of a 
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new entity under the name of International Islamic Trade Finance Corporation (ITFC), and IDB Roll 
Back Malaria Pilot Program.  The details of these are given in the following sections.  
 
Accelerating Development Outcomes in Africa 
 
 The IsDB would like to express its strong support to the World Bank Group’s comprehensive 
Africa Action Plan, which forms an important part of the international efforts to spur development in this 
region.  The Action Plan rightly focuses on building state capacity and improving governance, 
strengthening the drivers of growth, and promoting broad participation in growth and sharing its benefits.  
The Islamic Development Bank also looks with appreciation to the Plan’s comprehensive approach 
toward developing the African private sector, creating jobs, enhancing exports, expanding infrastructure, 
raising agricultural productivity, strengthening human development, building capacity, supporting 
conflict-affected countries, and increasing regional integration.  We also commend the Plan for its results-
oriented approach and proposals of concrete actions to ensure that increased aid will be used effectively 
for the benefit of the African countries. 
 
 In this regard, the Islamic Development Bank would like to reaffirm its support and cooperation 
to the World Bank, as well as other development partners, such as the African Union, New Partnership for 
Africa’s Development, African Development Bank, African Partnership Forum, for its effective 
implementation of this Plan.  It also goes without saying that the success of this Plan will depend crucially 
on the African countries’ commitment to foster responsible public spending, improve market 
competitiveness, increase social service delivery, financial sector reform, improve governance, and work 
strenuously on all the important areas which have been called for by the Plan. 
 
 Poverty alleviation is one of the strategic objectives of the Islamic Development Bank.  Given the 
fact that the majority of the poor are illiterate, low-skilled, and unemployed, generally malnourished, 
lacking access to health care, safe water and sanitation and ranking very low on other human development 
indices, the IsDB included human development, agriculture sector, and infrastructure development among 
its priority areas as the main enablers for poverty alleviation.  It is envisaged that these sectors combined 
will account for more than two-thirds of total IsDB Group financing over the period of the Strategic Plan 
(1426H-1430H/ 2005-2009). 
 
 The Third Extraordinary Session of the OIC Summit held in Makkah, Saudi Arabia, on 7-8 
December 2005, underlined the importance of cooperation in the fields of poverty alleviation, capacity 
building, elimination of illiteracy, and eradication of diseases and epidemics such as AIDS, Malaria and 
Tuberculosis and the need to mobilize the necessary resources to this end by establishing a special fund 
within the IsDB.  The Conference mandated the IsDB Board of Governors to implement this proposal.  
 
 After necessary preparatory work and consultations with member countries, the IsDB will 
establish a fund for poverty reduction.  The capital of the Fund is targeted to be US$10 billion in the form 
of a Trust.  It is hoped that with this size, the Fund will enable the IsDB to contribute significantly to the 
development and poverty needs of its member countries.  The Fund will provide financing on highly 
concessionary terms, while, its status as a Trust, is envisaged to ensure its sustainability.  It will give 
highest priority to employment and income-generation activities that will have immediate impact on the 
lives of the poor in Sub-Saharan Africa and other least developed OIC member states.  The Fund will also 
focus on investments in social sectors, particularly health and education.  In doing so, it will accord 
special priority to women issues and fighting of infectious diseases as major areas in reducing poverty in 
member countries.  
 
 To demonstrate their commitment to the Fund, member countries have already started to make 
their voluntary contributions.  Notwithstanding this substantial increase in resources, the IsDB recognizes 
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that it cannot tackle the problem of poverty in its member countries single-handedly and will be looking 
forward to collaboration with development partners and recipient countries alike. 
 
 In this regard, I am gratified to say that the objectives of this Fund and the manner, in which it 
will be implemented, come in line with World Bank Group’s Action Plan for Africa.  They share the 
common objective to fight poverty at the country and regional levels and supporting country-led efforts to 
achieve results, build stronger internal capacities, and encourage partnerships to achieve this goal.  They 
both emphasize the important role of the private sector, expanded exports, infrastructure investment, 
increased agricultural productivity, as well as investments in education, health, and access to economic 
opportunity for the poor.  They also put emphasis on increased productivity and enhancing growth, 
infrastructure development, and improvements in governance as the sine qua non for poverty reduction in 
this region.  There is therefore an ample scope for our two institutions to cooperate with each other to 
work within the frameworks of these two important initiatives for the benefit of the African countries. 
 
 Cognizant of the fact that Malaria continues to be the major cause of illness and death in many 
developing countries in the world, of which a large majority are IsDB members, the Bank has developed a 
Quick-Win Roll Back Malaria Pilot Programme.  This Programme will be implemented over the period of 
two years in selected IsDB member countries and is expected to contribute to the achievement of several 
MDGs.  The specific objectives to be achieved by 2010 are to increase: (i) the proportion of children 
under five years regularly sleeping under Insecticide Treated Nets by 50%; (ii) the proportion of pregnant 
women regularly sleeping under insecticide treated nets by 50%; (iii) to reduce the malaria case fatality 
rate (CFR) at health facility level below 2%; (iv) the proportion of the population at risk of malaria who 
receive effective treatment for malaria within 24 hours of the onset of symptoms to 80%; (v) the coverage 
of households receiving targeted Indoor Residual Spraying (IRS) at least once a year in epidemic prone 
area by 80%; and (vi) the  proportion of pregnant women  receiving two doses of Intermittent 
Presumptive Treatment (IPT).  
 
 I would also like to mention that in October 2002 the IsDB Board of Governors at its Annual 
Meeting held in Ouagadougou, Burkina Faso, adopted the Ouagadougou Declaration in support of the 
NEPAD initiative, under which the IsDB Group committed $2 billion for financing projects in key sectors 
in African least developed member countries over a period of five years.  The objective of this 
intervention is to accelerate economic growth and contribute to fighting poverty in these countries.  
During the last four years, the IsDB Group has approved $1.66 billion of development assistance to 
African least developed member countries under this programme, which represents 83 percent of the total 
programme allocation.  Of this amount, $1.17 billion was for project financing and $0.49 billion for trade 
financing.  
 
Establishment of International Islamic Trade Finance Corporation (ITFC)  
 
 The Islamic Development Bank was the first multilateral development financing institution, 
which started trade financing as a tool for promoting economic development in the member countries 
during the initial years of its establishment.  Trade financing operations gained importance over time and 
outpaced the growth in project financing and technical assistance operations of the Bank.  Up to the end 
of 1427H (January 2006), the total trade finance operations of the Bank had reached US$27.2 billion.  
During the recent years the IsDB realized that in view of their growing importance, the trade financing 
operations need to be separated from the ordinary operations of the Bank and that a separate entity needs 
to be established for this purpose.  In May 2006, the IsDB Board of Governors approved the 
establishment of a new entity within the IsDB Group under the name of International Islamic Trade 
Finance Corporation (ITFC).  The Board also approved the Articles of Agreement of ITFC.  Forty-seven 
member countries and 8 financial institutions signed these Articles of Agreement, and 29 of these 
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signatories have concluded the ratification process.  The First General Assembly of the ITFC was held in 
Jeddah on 24 February 2007. 
 
 The principal objective of ITFC is to supplement the activities of the IsDB by providing trade 
finance and promoting trade in member countries, and in particular by: (a) promoting and financing intra-
trade among member countries (b) furthering the development impact of trade financing in member 
countries (c) enhancing the export capabilities of member countries.  All trade financing operations 
performed by the various windows will be conducted under the ITFC.  The establishment of ITFC with its 
own capital structure will enable the IsDB to focus more on development projects in member countries.  
 
Trends in Official Development Assistance 
 
 The IsDB is pleased to note that the total official development assistance (ODA) from 22 
Development Assistance Committee (DAC) members rose by 32% (from $79.41 billion in 2004 to $106.8 
billion in 2005), which represents 0.33% of members’ combined gross national income in 2005, up from 
0.26% in 2004, and the highest ratio since 1992.  This assistance is, however, still far away from 
achieving the target of 0.7% set by the UN more than 30 years ago. 
 
 The IsDB is also pleased to note that the level of ODA commitments to its 56 member countries 
increased from $37.5 billion in 2004 to $55.3 billion in 2005, which represents a 47.2% increase, a 
significant improvement over the negative 2.1% growth from 2003 to 2004.  
 
 In addition to ODA, the other major sources of resource flows to developing countries are 
Foreign Direct Investment (FDI) and workers’ remittances.  Remittance flows to 41 IsDB member 
countries, for which the latest data is available, almost doubled from $18.7 billion in 1990 to $37.8 billion 
in 2004, which constitute almost a quarter of total remittance flows to all developing countries.  Although 
the relative importance of remittance flows in relation to ODA flows to member countries is declining, it 
stood at 140 percent of ODA flows in 2004.  An important aspect of remittance flows is its significant 
poverty alleviation impact on the recipient poorest households.  
 
 Keeping in view the key role played by foreign direct investment (FDI) in raising economic 
growth and underpinning export competitiveness, the IsDB through its financing operations also tries to 
promote intra-investment among member countries.  The share of IsDB member countries in global FDI 
flows was less than 1 percent in 2000, which rose to 7.5 percent in 2005.  FDI flows to all member 
countries increased from $11.7 billion in 2000 to $69.1 billion in 2005. 
 
 There are many factors responsible for the current upsurge in FDI flows to member countries.  
These include macroeconomic factors such as higher economic growth, rising exports, and increased 
business and investment confidence; microeconomic factors such as improving corporate profitability, 
favorable financing conditions, increasing stock market valuations, and fast rising commodity prices) and 
institutional factors like enhancing process of privatization, and liberalizing of FDI in real estate sector). 
 
 As mentioned earlier, the IsDB believes that while the developing countries need increased 
development assistance, aid alone would not be sufficient to attain the MDGs, and that these countries, 
including IsDB member countries, must aggressively reform their economic and social policies, 
strengthen implementation capacity, and improve absorptive capacity to make the additional spending 
effective.  The IsDB would fully support the World Bank and other sister institutions in their efforts 
towards assisting these countries in achieving the shared goals.  
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Clean Energy for Development Investment Framework: The World Bank Group Action Plan 
 
 The World Bank paper on Clean Energy for Development Investment Framework: The World 
Bank Group Action Plan builds on the earlier papers on this subject that were presented at the previous 
two meetings of the Development Committee.  It updates the work undertaken on the investment 
framework and discusses the World Bank Group Action Plan and the need for partnership.  It underlines 
the key conclusion of the September Report that a significant increase in funding is needed if meaningful 
progress is to be made in the three pillars (energy for development and its access to the poor, low carbon 
emissions, and adaptation to climatic change and variability).  On the financing issue, the IsDB would 
like to reiterate its commitment to continue funding the energy projects.  On the whole, energy financing 
at the IsDB Group level is around 7 percent of the cumulative net approvals.  To support energy-related 
operations in its member countries, the IsDB Group focuses on R&D of clean energy alternatives, 
development of new refinery capacities as a means of alleviating the adverse effects of rising global 
energy prices, and strategic alliances in the area of energy security with member countries particularly 
those depending on oil imports.  
 
 The IsDB has been involved in the development of energy sector since its inception.  Its first 
project in 1976 was a hydropower project in Cameroon followed by a number of projects in power 
generation, transmission, and distribution in other member countries.  Two of the recent examples are the 
Agcabadi-Barda power line and Agcabadi high-voltage substation, both in Azerbaijan, co-financed with 
the European Bank for Reconstruction and Development (EBRD).  On the advocacy aspect, in 2005, the 
IsDB organized a Roundtable with MDBs and regional donors to discuss the financing package of two 
major dams (in Mali and Niger).  The IsDB is actively pursuing to implement the Clean Development 
Mechanism in its project financing.  It is also considering to launch a private equity “Kyoto Enhanced 
Energy Fund”, as most of IsDB member countries categorized as Annex-1 countries (non-polluters) and 
will benefit from free capital injection for development projects, boosting their FDI inflows.  This fund 
will be neither a debt nor an aid.  
 
 The benefits of implementing small and medium-scale energy-related projects are enormous.  For 
example, solar mini-hydro electric or wind generated electricity can be made available to far-flung, often 
isolated rural communities at much lower costs than linking them to the national grids. 
 
Fiscal Policy for Growth and Development: Further Analysis and Lessons from Country Case Studies  
 
 The IsDB would like to compliment the World Bank for preparing a report, based on solid 
research, providing useful analysis on fiscal policy for growth and development and lessons from 12 
country case studies.  It is important to note that five out of these 12 countries are IsDB members 
(Cameroon, Morocco, Tajikistan, Turkey, and Uganda).  These five countries have benefited directly 
from the exercise and for this the IsDB would like to thank the World Bank. 
 
 The target date of the U.N. Millennium Declaration is nine years away and most developing 
countries have realized that they need to scale-up their development programs to enable them to achieve 
the already committed Millennium Development Goals (MDGs).  As economic growth is an important 
and necessary condition to achieve the MDGs, the report provides a timely input to guide decision makers 
on how to use various instruments of fiscal policy to support growth and development and at the same 
time maintain stability.  The IsDB concurs with the view that the constraints in the public sector outputs 
and the appropriate fiscal instruments to use are highly country and context-specific.  It is obvious that 
countries at different stages of development have different needs and face different constraints, and these 
should be clearly identified and reflected in the design of fiscal policy.  The report aptly indicates that in 
some countries, improved efficiency in existing public spending or shifts in the composition of public 
expenditure would be sufficient to address the constraints, but in others it may be necessary to increase 
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the level of expenditure via revenue, aid and borrowing.  In case a higher level of spending is taken as 
means to address the constraints of economic growth, then there would be trade-off in terms of other 
policy goals, such as stability and MDGs, hence some adjustments of the policy goals may be necessary. 
 
 In terms of development financing, the IsDB particularly notes an important implication stated in 
the report, namely the need for the development partners to extend the time horizon for high aid flows for 
some countries.  The IsDB fully supports this conclusion and is ready to collaborate with other 
development partners in implementing it. 
 
Governance and Anticorruption  
 
 Good governance is critical in order to foster economic growth, reduce levels of poverty and 
increase confidence in the state and its administrative mechanisms.  Corruption on the other hand, which 
is an outcome of poor governance, is one of the obstacles to economic and social development.  It distorts 
the rule of law and weakens the institutional foundation on which economic growth rests.  Marginalized 
communities are the worst affected by the harmful effects of corruption.  They tend to bear the brunt of 
economic decline, are most reliant on the provision of public services, and are least capable of paying the 
extra costs associated with corruption. 
 
 It is therefore critical that one does not lose sight of the fact that the focus on governance and 
anticorruption is an integral part of any poverty reduction strategy, and is key in assisting countries in 
achieving their Millennium Development Goals (MDGs).  Hence it is the interest of all development 
institutions and MDBs in particular to address this vital issue in order to ensure higher levels of success in 
their endeavours across the globe.  
 
 In this regard, the efforts by the World Bank, and its report on strengthening its engagement on 
governance and anticorruption are highly appreciated.  Of particular importance is the recognition that 
there is no “one size fits all” solution, but that there is a need for a “consistent approach towards 
operational decisions across countries”, with a focus on strengthening as opposed to by passing existing 
country systems.  A holistic coordinated approach between the different multilateral, regional and donor 
institutions will ensure a coherent and harmonized approach in tackling a key obstacle to growth and 
development.  This approach is consistent with the discussions in the 74th meeting of the Development 
Committee held in September 2006. 
 
 The IsDB President in his 2006 address to the Thirty-First Annual Meeting of the IsDB Board of 
Governors in Kuwait reiterated that “The mission of IsDB is to promote comprehensive human 
development, with a focus on the priority areas of alleviating poverty, improving health, promoting 
education, improving governance and prospering the people.  This is a cause like no other.  IsDB is 
privileged to be entrusted with the responsibility.”  
 
 The commitment of the IsDB in fostering good governance and anticorruption is evident from its 
efforts over the years.  The IsDB has played a proactive role in strengthening the workings of various 
Islamic standard setting bodies and infrastructure institutions.  During 2005/2006 the IsDB established 
two dialogue platforms: the Islamic Financial Sector Development (IFSD) Forum, and IFSD Working 
Group.  In addition, the IsDB participated in various technical committees of the Islamic Financial 
Services Board (IFSB) towards the development of (a) Corporate Governance Guidelines; (b) Task Force 
on Money Market; (c) Principles of Disclosure and Transparency; and (d) Prudential Financial Statistics 
for Islamic Financial Institutions.  Of these, the Corporate Governance Guidelines were finalized and 
adopted during 2006, while the work on the other three is in progress.  
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 In light of the above, the IsDB would like to commend and support the efforts of the World Bank 
in strengthening governance and enhancing anticorruption efforts globally. 
 
 With these words, I wish the 75th meeting of the Development Committee every success. 
 
 
Statement by Mr. Angel Gurría, OECD Secretary-General, and Mr. Richard Manning, Chairman, 
OECD Development Assistance Committee (DAC) 
 
 As the Development Committee confronts the challenges ahead to achieve the MDGs, 
especially concerning gender and fragile states, this statement examines the specific challenges related to 
commitments on aid volume, effectiveness and architecture and gender.  Earlier this month, with a view 
to improving our collective performance, Ministers and Heads of Agencies of DAC member countries 
endorsed Principles for Good International Engagement in Fragile States and Situations and committed 
to an Agenda for Collective Action for Improving Governance to Fight Corruption. 
 
ODA Numbers for 2006 
 
 On 3 April 2007, the OECD’s Development Assistance Committee (DAC) released preliminary 
data on official development assistance (ODA) in 2006 (see press release at 
www.oecd.org/document/17/0,2340,en_2649_34447_38341265_1_1_1_1,00.html).   
 
2006 outturn 
 
 The data were in line with our predictions last year.  Net ODA from DAC members fell by 5.1% 
in real terms to $103.9 billion.  This overall figure, however, exaggerates the fall, since exceptional debt 
relief to Iraq and Nigeria, while still substantial, was less than in 2005.  Excluding debt relief, ODA fell 
1.8% in real terms. 
 
Performance against ODA targets 
 
 This result is a matter of some concern in the light of the 2005 G-8 and Millennium+5 Summit 
commitments, recently reconfirmed by G-8 development ministers, to increase aid by $50 billion in real 
terms between 2004 and 2010, and to double aid to Africa over the same period.  As debt relief is 
expected to continue to decline over the next couple of years, other forms of aid will now have to increase 
very substantially in 2007 and 2008 if there is to be a realistic prospect of meeting the 2010 targets 
through planned and manageable increases. 
 
 Figure 1 shows that the sharp increase in total ODA since 2004 is primarily due to debt relief, 
with some increase also in humanitarian aid following the devastating Indian Ocean tsunami on 26 
December 2004.  We do not anticipate debt relief continuing at the exceptional levels of 2005-2006.  
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Figure 1: Most of the recent increase in aid is due to debt relief
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 Figure 2 compares aid in 2002, the year donors committed to substantial aid increases at the 
Monterrey International Conference on Financing for Development, with the 2006 outturn and the level 
required in 2010 if donors are to meet their current aid pledges.  Given that debt relief and humanitarian 
aid are likely to fall back to their historical averages by 2010, the present rate of increase in core 
development programmes will have to triple over the next four years to fulfil the pledges. 
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Figure 2: Growth in core development aid needs to speed up
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 Figure 3 shows that aid to Africa, excluding debt relief and humanitarian aid, has barely 
increased since 2004.  This highlights the need for donors to accelerate their plans to scale up aid to 
Africa so as to maintain the credibility of their promises to double aid to the continent over the next four 
years. 
 

Figure 3: Core development aid to Sub-Saharan Africa has stalled
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DAC work to clarify donors’ spending plans 
 
 The DAC will carry out a survey on donors’ forward spending plans during the second half of 
2007.  A key feature of the survey is that it will focus on core development programmes (i.e. aid available 
for allocations at the country level).  The objective is to improve the predictability of aid 3-4 years ahead 
and thus support developing countries in their medium-term financial planning, in particular as regards 
the financing of poverty reduction strategies.  Another objective is to facilitate scaling up and aid 
allocation work in aid agencies.  The DAC High Level Meeting earlier this month noted that it would also 
help to identify aid orphans and structure discussions on aid allocations to fragile states.  
 
Outcome of the Survey On Monitoring the Paris Declaration 
 
 Two years after we pledged in Paris to step up the development performance of aid, the first 
round of monitoring of the Paris Declaration shows that there is still a long way to go. 
 
 The good news is that the Paris Declaration has set in motion serious reforms in the way aid is 
being managed.  In 2006 a Survey on Monitoring the Paris Declaration was undertaken in 34 developing 
countries.  It shows that the Paris Declaration has stimulated an important dialogue at country level on 
how to improve aid.  All donor agencies have made major efforts to implement the Paris Declaration 
within their organisations and communicate its importance to their staff; and there has been some 
implementation activity in about 60 countries.  Regional-level initiatives to disseminate and communicate 
the Paris agenda have included five regional workshops on aid effectiveness in 2005-6 in Uganda, Mali, 
South Africa, Bolivia, and the Philippines.  From the shores of Lake Victoria to the heights of Santa Cruz 
there was a clear consensus: one size does not fit all.  For aid to be effective each country needs to 
determine its own priorities, pace, and sequencing of reforms. 
 
 The not so good news is that even with these encouraging efforts much remains to be done to 
improve the impact of aid on development and meet the Paris targets for 2010.  Many partner countries, 
for example, are voicing concerns about the slow pace of change in donor practices.  They see a strong 
disconnect between headquarters policies and in-country practices, as illustrated by continued donor-
driven technical cooperation and lack of visible progress on untying aid. 
 
 At country level, the 2006 Survey also raises serious concerns about the high costs of delivering 
and managing aid.  In 2005, the 34 developing countries covered by the survey received 10,507 donor 
missions, more than one for each working day.  Even those that explicitly asked for “quiet periods” to get 
on with their day-to-day work were not always spared.  As the volume of aid increases and new 
(emerging) donors enter the development arena, transaction costs for partner countries might be expected 
to increase significantly and undermine the effectiveness of aid. 
 
The Road to the Accra High Level Forum on Aid Effectiveness 
 
 Ghana will be hosting, in early September 2008, the third High-Level Forum on Aid 
Effectiveness, will assess progress made since the Paris Declaration was adopted two years ago.  It is 
fundamental that the development community step up its efforts in order to make tangible progress not 
only in improving the performance of aid but most importantly on demonstrating development results. 
The true test of aid effectiveness is improvement in people’s lives. 
 
 Against this background, the survey findings point to six major priority areas that need 
policymakers’ attention ahead of the Ghana High-Level Forum if countries and donors are to accelerate 
progress towards achieving the Paris Declaration commitments: 
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(i) Partner countries need to deepen their ownership of the development process by engaging 
their citizens and parliaments more fully in planning and assessing their development 
policies and programmes.  They should also increase efforts to link their plans much more 
closely to their budget and results frameworks. 

 
(ii) Donors need to support these efforts by making better use of partners’ national budgets to 

align their programmes on country priorities.  They also need to improve the transparency 
and predictability of aid flows by sharing timely and accurate information on intended and 
actual disbursements with budget authorities. 

 
(iii) Partner countries need to take the lead in determining priority programmes of capacity 

development, especially those needed to improve country systems.  Donors can help by 
better coordinating their technical assistance with country priorities and fully involving 
partners when commissioning technical assistance. 

 
(iv) To further harmonisation, donors must work aggressively to reduce the transaction costs of 

delivering and managing aid.  They should give special attention to enhancing 
complementarity and rationalising the division of labour; increasing use of local 
harmonisation and alignment action plans (including sector-wide and programme-based 
approaches); expanding reliance on delegated cooperation and other innovative approaches; 
and reducing the number of project implementation units and better integrating them into 
ministries. 

 
(v) To promote managing for results, countries and donors should make greater use of 

performance assessment frameworks and more cost-effective results-oriented reporting.  
This, too, will require donors to further invest in capacity development and increase their use 
of country results reporting systems. 

 
(vi) To begin addressing mutual accountability commitments, countries and donors should 

clearly define a mutual action agenda and discuss aid effectiveness progress and 
development results more explicitly at country level by using country dialogue mechanisms 
(e.g., revamped Consultative Group and Round Table Meetings) and developing credible 
monitoring mechanisms where needed. 

 
Aid Architecture 
 
 The OECD/DAC was pleased to contribute to the paper on “Aid Architecture” circulated to the 
Development Committee.  In 2006, the OECD established a “Global Forum on Development”, which is 
addressing key issues of development finance architecture over a three year period.  The Global Forum 
model provides for strong participation by governments outside the OECD and by representatives of non-
governmental institutions such as academia, foundations and non-governmental organisations. 
 
 In the first year of the Global Forum, the main issues tackled have been: 
 

• Global Programmes and the Paris Declaration agenda.  The conclusion of this discussion 
was that there was important value in both global and “horizontal” programmes, but that it 
was essential to strike the right balance between them at country level.  It was agreed to 
refine proposed draft good practice guidance for the integration and effectiveness of global 
programmes at country level, which include criteria about selectivity (i.e., criteria that any 
new proposals for global funding mechanisms should meet) and governance.  The draft good 
practice guidance is annexed to this statement.  It was also proposed that, as the application 
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of the Paris Declaration is of particular significance in the health sector, given the number of 
actors and the scale of global funding mechanisms, the health sector would be taken as a 
“tracer sector” in looking at the application of the Paris Declaration in the run-up to the Accra 
High-Level Forum on Aid Effectiveness.  A further conclusion of the meeting was that 
partner country views needed to be brought in to discussions on global programmes more 
strongly. 

 
• Performance and Coherence in Multilateral Development Finance.  The discussion focussed 

in particular on the lack of a consistent framework for assessing the performance of 
multilateral agencies, and the consequent tendency of donors, or groups of donors, to apply 
individual and quite diverse approaches.  A technical workshop is to be held in the third 
quarter of 2007 to explore the issue in greater depth.  Discussions also focused on the issue of 
multilateral coherence at both country and global levels, examining diverse proposals for the 
reduction of transaction costs through better co-ordination and division of labour among the 
various actors in development finance.  Participants also agreed on the need to discuss further 
the regional dimension of the development finance architecture. 

 
• Relations between official donors and Foundations.  A meeting co-convened by the 

Government of Portugal, the European Foundations Centre and the OECD/DAC in Lisbon in 
March enabled both sets of actors to learn about each others’ perspectives, and to identify the 
potential scope for working together more purposefully, for example on issues of importance 
to development but where no commonly-agreed approach had yet been validated.  A follow-
up event is planned towards the end of this year. 

 
 A central element of the dialogue has been the recognition of the increasingly diverse flows of 
resources to developing countries, including non-aid flows and the increasing significance of donors 
outside the OECD/DAC.  Participation of such donors has been significant, and will be further developed 
as the Global Forum proceeds.  In its second year, the Global Forum plans to look in more detail at the 
concept of ownership, which underlies much current discourse on effective development. 
 
 We will keep the Development Committee informed of the progress of the Global Forum, with 
which the international financial institutions are fully engaged. 
 
Global Monitoring Report 
 
Gender equality and women’s empowerment 
 
 As we prepare for next year’s reviews of how well we are doing in fulfilling our Monterrey 
commitments and on implementing the Paris Declaration, it is critical that we not lose sight of the 
effectiveness and impact of our investments in development.  That is why four DAC subsidiary bodies, 
including the Working Party on Aid Effectiveness, are holding a workshop later in the month on 
Development effectiveness in practice – applying the Paris Declaration to advancing gender equality, 
environmental sustainability and human rights. 
 
 For the same reason we welcome the focus of this year’s Global Monitoring Report on gender 
equality and women’s empowerment.  Over the past two years donors have once again turned their 
attention to our role in improving the status of women globally.  For far too long – well over twenty years 
– we have said all the right things packaged up in very sound policy packages, but we have rarely put in 
place the necessary resources to do the right things.   
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 From the most recent aid figures it is heartening to see that aid focussed on gender equality is at 
last on the rise.  Our collective failure to achieve MDG3 in all regions in 2005 proved to be a wake-up 
call.  The recent call to action on women’s economic empowerment, championed by Germany, the World 
Bank and others, is one practical way of using our investments to accelerate growth and improve 
women’s status.  Others are making their contributions to women’s economic empowerment by putting 
increased investments into girls’ completion of their secondary education so that they are more fully 
equipped to contribute to the labour force of their countries.  Bilateral donors and the UN have worked 
closely with the World Bank in formulating strategies based around the basic point that gender equality is 
smart economics.   
 
 Moving beyond rhetoric is no easy matter.  Addressing women’s empowerment takes us into 
difficult political and personal areas of life.  Attitudes towards women and women’s roles are deeply 
engrained in the fabric and culture of all societies, including our own.  The demand for change has to 
come from within – but donors need to find ways of supporting those who are working to transform their 
culture, their societies and countries.  Where country ownership and leadership on these issues is weak or 
non-existent, donors should look for innovative ways of supporting local “voice” and influence.  And 
indeed several donors are exploring new ways of supporting women’s NGOs and women’s rights 
organisations.  
 
Fragile States 
 
 The DAC supports the special attention paid to aid flows and donor business practices in Fragile 
States in the 2007 Global Monitoring Report.  On 4 April this year, DAC Ministers for Development and 
Heads of Agencies endorsed the roll out of the Principles for Good International Engagement in Fragile 
States and Situations (annexed), which seek to improve the impact of the international community in 
these countries.  Ministers agreed to examine objectives and ways of measuring progress in Fragile States, 
considering the pre-conditions for poverty reduction such as stabilisation and basic state capacity.  
Commitments were also made to improve business practices in aid agencies to ensure that staff with the 
right skills are deployed to Fragile States at the right time and to ensure portfolios are responsive to fast 
moving situations. 
 
 The DAC's Fragile States Group is monitoring aid flows and other resources to Fragile States, 
and has put the spotlight on countries at risk of international marginalisation.  The DAC also supports 
the reference to coherent support in post-conflict countries.  The DAC's Conflict Prevention and 
Development Cooperation Network has worked with security, military, police, justice, diplomatic and 
development personnel to produce an Implementation Framework for Security System Reform, which is 
now seen as an international reference point for improved coordination between security, diplomatic and 
development communities from OECD countries operating in developing countries.  
 
A Collective Action Agenda for improving governance to fight Corruption 
 
 On 4 April 2007, Ministers of Development Cooperation and Heads of Agencies asked the 
OECD to communicate their commitments to a collective action agenda to the Development Committee 
as follows.  Ministers of Development Cooperation and Heads of Agencies agreed to: 
 

• Take opportunities to signal that corruption is a symptom of weak governance and the need to 
address corruption in the context of broader governance-strengthening efforts. 

 
• Prioritise governance assessment work jointly with other donors. 
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• Support the development of common response principles for donor action on corruption--so 
as to avoid the problem of sending mixed messages to partner governments when responding 
to corruption. 

 
• Ensure lessons learned in supporting governance and aid effectiveness are applied to the 

implementation of the UN Convention Against Corruption (UNCAC). 
 

• Support increased action on the ‘supply-side’ of corruption.  Ministers of Development 
Cooperation and Heads of Agencies agreed that developing and developed countries alike 
share the responsibility in fighting corruption.  Action must be taken on both sides, and the 
OECD is well placed at the interface between development cooperation efforts and the 
domestic actions taken by their governments.  This calls for greater policy coherence efforts 
to connect the development agenda with actions within OECD governments to tackle 
corruption.  Interactions between the North and South must be accompanied by a push for 
tougher enforcement of the OECD Anti-Bribery Convention, ratification of UNCAC by 
OECD members and improved mutual legal assistance on issues like the recovery of stolen 
assets. 



 147

Annex 1 
 

DRAFT 
Good Practice Guidance for Integration and Effectiveness of 

Global Programs at the Country Level 
Based on the Paris Declaration on Aid Effectiveness 

 
1. This proposed good practice guidance responds to the need identified in the Paris Declaration for 

“taking concrete and effective action to address…insufficient integration of global programs and 
initiatives into partner countries’ broader development agendas.” The aid landscape has 
fundamentally changed in recent years, with global programs becoming an integral part of the global 
aid architecture, providing rapidly increasing levels of financing for service delivery at the country 
level.  Key drivers include: achieving specific results on issues of global concern, including provision 
of global public goods, more rapidly than would come through country-focused aid mechanisms; 
support of innovative approaches and rapid learning and spread of good practice; engaging new 
partners, including foundations, the private sector, and NGOs; providing pooled multi-donor funding 
(“upstream harmonization”); and sustaining public understanding and support in donor countries for 
new development initiatives.  

 
2. Yet the proliferation of global programs, and the large size of a few of them at the country level, pose 

the challenge of integrating overall country and sector program support with highly targeted 
interventions.  Country and program studies confirm that global programs face particular challenges 
in several areas: predictability and sustainability of financing; balance in partner-country choices of 
priorities and budgets; attention to longer-term sectoral capacity development; and harmonization 
with other donors and use of partner-country financial and other systems.  The priority and financing 
issues are particularly difficult where programs require increasing recurrent costs over time.  In the 
case of capacity development, positive impacts are offset by the focus on program-specific objectives, 
parallel mechanisms for coordination and implementation, and a strong pull on human and financial 
resources from related national programs.  The salience of these challenges varies by country -- 
higher in countries that are poorer and have weaker capacity; it varies also by global program -- 
higher for those whose financing is large relative to national programs and which have yet to 
internalize the principles of the Paris Declaration in program design and procedures. 

 
3. The good practices take as their base the principles, and related indicators, of the Paris Declaration, 

applying and extending them to reflect the specific case of global programs.28  They are intended 
primarily to improve the effectiveness of global programs, current or proposed, that provide 
significant financing at the country level.  However, some of the good practices, including those on 
selectivity and governance, apply to other global programs as well. 

 
4. The good practices are drawn from the experience, and address the interlinked roles, of: funders of 

global programs -- official donors (bilateral agencies and multilateral institutions) -- and private 
foundations; partner countries; and global programs.  They are all invited to apply the good practice 

                                                 
28  This good practice guidance has been developed as a part of the project “Integrating Global Programs at the 
Country Level”, which has been led by the World Bank on behalf of the DAC Working Party on Aid Effectiveness.  
The corresponding sections of the Paris Declaration on Aid Effectiveness are referenced in this document.  The good 
practices also draw on a variety of studies and evaluations of global programs, including the Best Practice Principles 
for Global Health Partnership Activities at Country Level, and the work of the International Task Force on Global 
Public Goods. 
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guidance on a trial basis as part of the implementation of the Paris Declaration and will be reported to 
the 2008 High Level meeting on Aid Effectiveness in Accra (Ghana).29  

 
Selectivity 
 
5. Think twice.  Funders, in consultation with partner countries and other concerned stakeholders, give 

serious analytic and decision-making attention to whether there is need for another global program.  
Results are called to the attention of top decision-makers, political or private, so that their decisions 
are informed by the results of this objective analysis.  Issues to be considered include: 

• Is there a compelling need for a new collective global or regional action? 

• If so, does that collective action require earmarked global financing for country 
programs?     

• If so, is there a clear rationale for the scale of funding proposed and a realistic plan for its 
cost-effective use?  

• If so, can the financing be channelled through an existing institution, or is a new global 
program needed? 

6. Pursue coherence in selecting programs.  Donor governments establish internal coordination 
processes among relevant ministries or agencies to reconcile differing views on global programs. 

 
Governance of Global Programs 
 
7. If a proposed global program is justified under the “think twice” selectivity criterion, funders, in 

consultation with partner countries and other concerned stakeholders: 
 
8. Set governance to maximize effectiveness.  Establish governance systems and internal incentives that 

facilitate harmonization and alignment in a multi-donor context.  This includes: 
• A clear and effective structure of governance and decision-making with broad 

participation including partner country governments and a voice for civil society.  
 

• Clarity and transparency in: 
 

1. Roles of management, trustee or host organizations (and steps to mitigate risks of 
possible conflict of interest).  

 
2. Relationships with partner governments and with donors supporting related 

programs.  
 

3. Communications, including Internet publication of key documents, such as 
budgets evaluations, and results of key meetings). 

 
4. Adaptability - periodic reviews to consider possible merger or phase-out options. 

 

                                                 
29  At the OECD/Worldbank sponsored Policy Workshop on Global Programmes held in Paris on 4-5 December 
2006 arrangements for the follow-up and trial application of the draft guidelines were agreed.   
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9. Provide clear mandates and the flexibility needed to attain them. 
 

• Set clear program objectives and mandates and policies for achieving them  
 

• Build good practice on aid effectiveness into program design and provide flexibility to 
adapt to increase that effectiveness. 

 
• Maximize the percentage of core funding of global programs, minimizing earmarking for 

particular activities. 
 
Ownership 
 
(Paris Declaration paragraphs 14-15 and indicator 1 refer) 
 
10. Integrate global programs.  As part of overall ownership, partner countries take leadership in 

integrating key global programs in country owned and led operational development strategies, 
(including PRSs), medium term public expenditure programs, and annual budgets.  Partner countries 
include global programs in country led donor coordination and consultation processes.  Where 
Government capacities are constrained, principal donors play a more pro-active role in supporting 
Government leadership functions. 

 
Alignment 
 
(Paris Declaration paragraphs 16 - 31 and indicators 2-8 refer) 
 
11. Facilitate knowledge and access.  Funders, global programs and other donors help partner country 

identify and access support from global programs that are important for partner country national 
strategies and programs.30 

 
12. Align processes pro-actively.  Global programs align country programs with partner-country 

strategies, programs and systems: 
 

• Show respect and support for leadership of partner countries, aligning support to their 
strategies and programs. 

 
• Supplement country alignment with support of complementary regional initiatives. 

 
• Align with partner country systems, including financial (funds flowing through the budget) 

and procurement, to the maximum extent feasible. 
 

• Sharply reduce use of separate coordination or local governance mechanisms, as well as of 
separate implementation entities such as “Project Implementation Units,” as part of broader 
support for partner-country capacity development. 

 
13. Make financing more predictable and sustainable.  Jointly identify financing needs and match 

funding to meet them, including recurrent costs after program termination, in a sustainable and 

                                                 
30  This could be assisted by requesting relevant international institutions to develop a globally accessible database 
of programs. 
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predictable manner.  For funders, it means providing global programs with the means to make longer-
term commitments, including through innovative financing mechanisms.  For partner countries it 
means increased domestic resource mobilization and strengthened financial planning and budgeting.  
For global programs, it means:  

 
• Develop with partner countries and other donors a sustainable funding strategy, including for 

programs with high ongoing recurrent costs.  
 

• Provide indicative commitments in a multi-year framework, with disbursements in a timely 
and predictable fashion.  Provide longer-term financing to match program needs, such as 
through renewable 5 year grants Work with donors to guard against unintended substitution 
for existing assistance. 

 
• Use sector and program-wide approaches, including budget support, increasingly. 

 
14. Allocate by performance and need: 
 

• Identify ex-ante desirable ranges of country allocations within which to consider individual 
proposals.  In setting these ranges, take account of: relevance to program objectives, 
including contribution to global public goods; and country characteristics, including 
performance, poverty and population. 

 
• In making adjustments, guard against abrupt reductions in ongoing programs.   

 
• Make special efforts to develop sound programs in fragile states, particularly those under-

funded relative to their performance. 
 
15. Fit calendars to country needs.  Make the calendar for applications and start of funding more flexible, 

taking account of program readiness and country budget cycles, and permit rescheduling of funding 
over multi-year frameworks. 

 
Harmonization 
 
(Paris Declaration paragraphs 32-42 and indicators 9-10 refer) 
 
16. Harmonize pro-actively. Global programs: 
 

• Join with other donors in simplified and common arrangements to support and strengthen:  
- government-led processes and systems.  This includes joint reporting, analyses, 

strategies, missions, and monitoring and evaluation. 
 

- development and effective utilization of national capacity, including outside the 
public sector.  Capacity development is fundamental to sustainability of program and 
sectoral objectives.  Areas of emphasis include financial management and 
procurement. 

 
• Participate actively in multi-donor coordination mechanisms, directly or through delegation 

to a relevant donor with adequate field presence. 
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17. Take global programs seriously.  Donors take account of global programs in country support 
strategies and work closely with them for better integrated and more effective support of national 
development programs. 

 
Results and Accountability 
 
(Paris Declaration paragraphs 43-50 and indicators 11-12 refer) 
 
18. Strengthen accountability: 
 

• Adopt effective internal accountability systems, including financial management systems, 
international procurement management standards, and internationally accepted internal and 
external auditing procedures;  

 
• Join existing national and international accountability structures.  In partner countries where 

they have significant programs, global programs participate with other donors and partner 
countries in national mutual accountability structures, including “Results and Resources” 
frameworks, which facilitate scaling up of aid flows. 

 
19. Evaluate and adapt 
 

• Global programs set up strong evaluation systems with flexibility to align to government 
systems wherever feasible.  Highest priority in evaluation of national programs is on outputs 
within the control of grantees.  Priority also to responsible and effective use of financial and 
other inputs, and, over time, to desired broader health outcomes. 

 
• Funders carry out joint periodic evaluations of global programs, and work with boards and 

managements to ensure follow-up on recommendations. 
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Annex 2 
Principles for good international engagement in 

fragile states and situations 
Preamble 

 
 A durable exit from poverty and insecurity for the world’s most fragile states will need to be 
driven by their own leadership and people.  International actors can affect outcomes in fragile states in 
both positive and negative ways.  International engagement will not by itself put an end to state fragility, 
but the adoption of the following shared Principles can help maximise the positive impact of engagement 
and minimise unintentional harm.  The Principles are intended to help international actors foster 
constructive engagement between national and international stakeholders in countries with problems of 
weak governance and conflict, and during episodes of temporary fragility in the stronger performing 
countries.  They are designed to support existing dialogue and coordination processes, not to generate 
new ones.  In particular, they aim to complement the partnership commitments set out in the Paris 
Declaration on Aid Effectiveness.  As experience deepens, the Principles will be reviewed periodically 
and adjusted as necessary.  
 
 The long-term vision for international engagement in fragile states is to help national reformers 
to build effective, legitimate, and resilient state institutions, capable of engaging productively with their 
people to promote sustained development.  Realisation of this objective requires taking account of, and 
acting according to, the following Principles: 
 
The basics 
 
1. Take context as the starting point.  It is essential for international actors to understand the specific 

context in each country, and develop a shared view of the strategic response that is required.  It is 
particularly important to recognise the different constraints of capacity, political will and 
legitimacy, and the differences between:  (i) post-conflict/crisis or political transition situations; 
(ii) deteriorating governance environments, (iii) gradual improvement, and; (iv) prolonged crisis 
or impasse.  Sound political analysis is needed to adapt international responses to country and 
regional context, beyond quantitative indicators of conflict, governance or institutional strength.  
International actors should mix and sequence their aid instruments according to context, and avoid 
blue-print approaches. 

 
2. Do no harm.  International interventions can inadvertently create societal divisions and worsen 

corruption and abuse, if they are not based on strong conflict and governance analysis, and 
designed with appropriate safeguards.  In each case, international decisions to suspend or continue 
aid-financed activities following serious cases of corruption or human rights violations must be 
carefully judged for their impact on domestic reform, conflict, poverty and insecurity.  Harmonised 
and graduated responses should be agreed, taking into account overall governance trends and the 
potential to adjust aid modalities as well as levels of aid.  Aid budget cuts in-year should only be 
considered as a last resort for the most serious situations.  Donor countries also have specific 
responsibilities at home in addressing corruption, in areas such as asset recovery, anti-money 
laundering measures and banking transparency.  Increased transparency concerning transactions 
between partner governments and companies, often based in OECD countries, in the extractive 
industries sector is a priority. 
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The role of state-building and peace-building 
 
3. Focus on state-building as the central objective.  States are fragile when state31 structures lack 

political will and/or capacity to provide the basic functions needed for poverty reduction, 
development and to safeguard the security and human rights of their populations.  International 
engagement will need to be concerted, sustained, and focused on building the relationship between 
state and society, through engagement in two main areas.  Firstly, supporting the legitimacy and 
accountability of states by addressing issues of democratic governance, human rights, civil society 
engagement and peace-building.  Secondly, strengthening the capability of states to fulfil their core 
functions is essential in order to reduce poverty.  Priority functions include: ensuring security and 
justice; mobilizing revenue; establishing an enabling environment for basic service delivery, strong 
economic performance and employment generation.  Support to these areas will in turn strengthen 
citizens’ confidence, trust and engagement with state institutions.  Civil society has a key role both 
in demanding good governance and in service delivery.   

 
4. Prioritise prevention.  Action today can reduce fragility, lower the risk of future conflict and other 

types of crises, and contribute to long-term global development and security.  International actors 
must be prepared to take rapid action where the risk of conflict and instability is highest.  A greater 
emphasis on prevention will also include sharing risk analyses; looking beyond quick-fix solutions 
to address the root causes of state fragility; strengthening indigenous capacities, especially those of 
women, to prevent and resolve conflicts; supporting the peace-building capabilities of regional 
organisations, and undertaking joint missions to consider measures to help avert crises. 

 
5. Recognise the links between political, security and development objectives.  The challenges faced 

by fragile states are multi-dimensional.  The political, security, economic and social spheres are 
inter-dependent.  Importantly, there may be tensions and trade-offs between objectives, particularly 
in the short- term, which must be addressed when reaching consensus on strategy and priorities.  
For example, international objectives in some fragile states may need to focus on peace-building in 
the short-term, to lay the foundations for progress against the MDGs in the longer-term.  This 
underlines the need for international actors to set clear measures of progress in fragile states.  
Within donor governments, a “whole of government” approach is needed, involving those 
responsible for security, political and economic affairs, as well as those responsible for 
development aid and humanitarian assistance.  This should aim for policy coherence and joined-up 
strategies where possible, while preserving the independence, neutrality and impartiality of 
humanitarian aid.  Partner governments also need to ensure coherence between ministries in the 
priorities they convey to the international community.  

 
6. Promote non-discrimination as a basis for inclusive and stable societies.  Real or perceived 

discrimination is associated with fragility and conflict, and can lead to service delivery failures.  
International interventions in fragile states should consistently promote gender equity, social 
inclusion and human rights.  These are important elements that underpin the relationship between 
state and citizen, and form part of long-term strategies to prevent fragility.  Measures to promote 
the voice and participation of women, youth, minorities and other excluded groups should be 
included in state-building and service delivery strategies from the outset. 

 

                                                 
31  The term “state” here refers to a broad definition of the concept which includes the executive branch of the 
central and local governments within a state but also the legislative and the judiciary arms of government.  
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The practicalities 
 
7. Align with local priorities in different ways in different contexts.  Where governments demonstrate 

political will to foster development, but lack capacity, international actors should seek to align 
assistance behind government strategies.  Where capacity is limited, the use of alternative aid 
instruments —such as international compacts or multi-donor trust funds—can facilitate shared 
priorities and responsibility for execution between national and international institutions.  Where 
alignment behind government-led strategies is not possible due to particularly weak governance or 
violent conflict, international actors should consult with a range of national stakeholders in the 
partner country, and seek opportunities for partial alignment at the sectoral or regional level.  
Where possible, international actors should seek to avoid activities which undermine national 
institution-building, such as developing parallel systems without thought to transition mechanisms 
and long term capacity development.  It is important to identify functioning systems within existing 
local institutions, and work to strengthen these. 

 
8. Agree on practical coordination mechanisms between international actors.  This can happen even 

in the absence of strong government leadership.  Where possible, it is important to work together 
on: upstream analysis; joint assessments; shared strategies; and coordination of political 
engagement.  Practical initiatives can take the form of joint donor offices, an agreed division of 
labour among donors, delegated co-operation arrangements, multi-donor trust funds and common 
reporting and financial requirements.  Wherever possible, international actors should work jointly 
with national reformers in government and civil society to develop a shared analysis of challenges 
and priorities.  In the case of countries in transition from conflict or international disengagement, 
the use of simple integrated planning tools, such as the transitional results matrix, can help set and 
monitor realistic priorities. 

 
9. Act fast but stay engaged long enough to give success a chance.  Assistance to fragile states must 

be flexible enough to take advantage of windows of opportunity and respond to changing 
conditions on the ground.  At the same time, given low capacity and the extent of the challenges 
facing fragile states, international engagement may need to be of longer-duration than in other low-
income countries.  Capacity development in core institutions will normally require an engagement 
of at least ten years.  Since volatility of engagement (not only aid volumes, but also diplomatic 
engagement and field presence) is potentially destabilising for fragile states, international actors 
must improve aid predictability in these countries, and ensure mutual consultation and coordination 
prior to any significant changes to aid programming. 

 
10. Avoid pockets of exclusion.  International actors need to address the problem of “aid orphans” –

 states where there are no significant political barriers to engagement, but few international actors 
are engaged and aid volumes are low.  This also applies to neglected geographical regions within a 
country, as well as neglected sectors and groups within societies.  When international actors make 
resource allocation decisions about the partner countries and focus areas for their aid programs, 
they should seek to avoid unintentional exclusionary effects.  In this respect, coordination of field 
presence, determination of aid flows in relation to absorptive capacity and mechanisms to respond 
to positive developments in these countries are therefore essential.  In some instances, delegated 
assistance strategies and leadership arrangements among donors may help to address the problem of 
aid orphans.  
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Statement by Mr. José Antonio Ocampo, Under-Secretary-General for Economic and Social 
Affairs, United Nations 
 
Benign Global Economic Conditions with Risks 
 

An outstanding feature of the world economy in recent years has been the strong performance of 
developing countries and, among them, of least developed countries (LDCs).  The current combination of 
favorable terms of trade and exceptional conditions in world financial markets has indeed created the 
most positive growth environment for developing countries since the 1970s.  To this we must add an 
increasing component of endogenous growth generated by the sustained high growth in China and India, 
which has been transmitted to other developing countries through increasing South-South trade and 
financial linkages. 
 

Notwithstanding their strong performance, most developing countries remain highly vulnerable to 
a slowdown in the major developed economies and to volatility of international commodity and financial 
markets.  The increased volatility in the prices of oil and some metal commodities as observed since mid-
2006 should be a vivid warning for countries with a heavy dependence on primary commodity exports.  A 
large sell-off in the equity markets of many emerging economies in mid-2006 and again in February 
2007, which rippled in the latter case to developed markets as well, serves as a reminder of the risky 
nature of these markets, despite the swift recovery that followed in both cases. 
 

Additionally, and even though external financing costs for emerging market economies remain 
low and credit premiums are at historically low levels, poor countries, as a group, continue to transfer 
more resources to rich countries than they receive.  Net outward transfers by developing countries reached 
$658 billion in 2006 and those by economies in transition $125 billion.  The paradox of poor countries 
financing rich countries has now continued for a decade, raising questions about the rationality of this 
pattern of resource flows.  Its sustainability is also in question, for the current favourable external 
financing conditions may not last, as the current-account deficit of the United States may eventually 
induce higher benchmark interest rates. 
 
Scaling Up of Aid and its Governance 
 

Since the 2002 Monterrey Conference on Financing for Development, there has also been a 
significant recovery of ODA.  Additional commitments were made in 2005 by both the European Union 
and the G7.  It must be recognized, however, that the recent surge in ODA has stemmed from debt relief 
and emergency assistance.  Indeed, due to the lack of large debt relief packages such as those approved in 
2005, development aid from OECD countries fell by 5.1 percent in constant dollars in 2006. 
 

With the scaling up of aid and the international awareness of the need for significant resources to 
meet the MDGs, there comes an urgent need for improved governance in the international aid system.  
The system of providing ODA is increasingly complex and fragmented and insufficiently coordinated.  
The international aid system now consists of a loose aggregation of more than 150 multilateral agencies, 
including agencies of the UN system and the global and regional financial institutions; 33 bilateral 
agencies that are members of the OECD Development Assistance Committee (DAC); several 
Governments that are not members of the OECD/DAC that provide significant sums of ODA; and a 
growing number of special-purpose global funds, such as the Global Fund to Fight AIDS, Tuberculosis 
and Malaria.  To this complexity of the aid system, we should add the growing role of NGOs and the 
private sector in development cooperation. 
 

Moreover, the current governance of international aid is uneven and, most importantly, recipient 
countries have an inadequate voice in the process.  While the interests and views of the donor countries 
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are well represented in the boards of the multilateral financial institutions—particularly in those 
associated with the allocation of concessional financing—and the OECD/DAC, no permanent forum 
exists that represents the interests of the recipient countries.  The UN General Assembly has called for 
ECOSOC to convene a biennial Development Cooperation Forum, among other purposes, to build 
political oversight of aid commitments and aid effectiveness.  At the country level, it is critical that 
institutions for measuring and monitoring aid effectiveness involve a genuine partnership between donors 
and recipients, which means that these processes should not be based exclusively on donor templates and 
indicators.  Legislatures and citizens’ groups from the recipient countries should be adequately 
represented in these processes, which should also include an assessment of donor performance. 
 

The Monterrey Consensus stresses that effective partnerships among donors and recipients are 
based on the recognition of national leadership and ownership of development plans and that, within this 
framework, sound policies and good governance at all levels are necessary to ensure that ODA produces 
the desired results.  The 2005 Paris Declaration on Aid Effectiveness is a commendable effort in setting 
out the principles and launching a process to achieve that mandate. 
 

A report to be issued at the end of this month by the OECD/DAC on the baseline for and progress 
on the Paris Declaration, will document current monitoring efforts and discussions on implementation.  
The report will confirm that some progress has been made in the implementation of the Declaration, as is 
apparent in a growing number of countries.  It is clear, however, that more efforts are needed to achieve 
real and deep changes in aid effectiveness.  Partner countries must lead in implementation of the Paris 
Principles at the country level.  Donors are expected to harmonize their action plans, cooperate in 
monitoring progress, and support improvements in the quality of national public financial management 
and procurement systems by helping to build and strengthen country capacities and systems for 
monitoring results.  Donors should also make their practices consistent with the principles of ownership 
and alignment, which will in turn require expanding the use of budget support and addressing universally 
understood problems, such as fragmentation. 
 

Progress towards aid effectiveness will require political and conceptual agreement on approaches 
to measuring both the quantity and the quality of assistance.  In this regard, there is increased interest in 
moving towards outcome-based conditionality, under which disbursements are based on the achievement 
of results, leaving recipient countries the freedom to determine for themselves the policy content of their 
programmes.  The key advantage of this is that it enhances ownership and increases the probability of 
applying the proper instruments to meet agreed goals, based on the recipient country’s experience with 
the effectiveness of different policies.  Questions have been raised about whether an outcome-based 
approach will permit the disbursement of funds in a timely manner.  Yet, outcome-based conditionality 
requires timely and correct measurement of target variables and a capacity to take into account the impact 
of purely exogenous shocks in measuring performance.  A formulaic application of outcome-based 
conditionality could reduce the flexibility and adaptability of the programmatic approach.  Country 
experience suggests that outcome-based indicators are an essential tool to measure results but that caution 
should be used in applying them as conditions for disbursement. 
 

Existing evidence also indicates that aid is significantly more volatile than fiscal revenue, and 
tends to be pro-cyclical on average.  These patterns and the unpredictability of aid flows, in general, are 
key obstacles to macroeconomic stability and aid effectiveness in low-income countries.  When there are 
sudden surges and reversals, central banks and ministries of finance have to respond with costly 
interventions to stabilize domestic liquidity and international competitiveness.  When aid falls, it leads to 
costly fiscal adjustments in the form of increased taxation and spending cuts that transmit and even 
reinforce the cyclical impact of declining aid flows.  This has a detrimental impact on output and poverty 
reduction. 
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Fiscal Space as a Key Element of Policy Space 
 

The Monterrey Consensus calls for a “holistic approach to the interconnected national, 
international and systemic challenges of financing for development”.  While improvements in the 
governance of scaled-up aid are a positive step, only the application of appropriate development policies 
can guarantee success.  The Monterrey Consensus recognized that developing countries should take 
primary responsibility for their development and therefore need to have the “policy space” to design, 
implement, and finance national development efforts.  A critical measure of improved governance in the 
aid system is whether the way aid is delivered enhances or restricts such policy space.  
 

We thus welcome the debate that has been taking place in the Development Committee on fiscal 
policy for growth and development.  The rediscovery of complementarity, rather than a trade-off, between 
stability and growth objectives; the emphasis on case-by-case analysis of the role of fiscal policy for 
growth and development; and the recommendation for efficiency of taxation and government expenditure 
are all commendable.  We can add that higher and more stable growth itself could play a role in 
expanding fiscal space. 
 

As expressed in the UN’s 2006 World Economic and Social Survey (WESS), policies that manage 
to reduce inflation and restore fiscal balances in developing countries have not succeeded in avoiding 
large swings in economic activity and employment.  Quite often such policies induced a ‘pro-cyclical’ 
pattern which affects investment and hurts long-term growth.  Thus, the UN document calls for a broader 
view of macroeconomic stability, as does the Development Committee, with an emphasis on the 
particular constraints that affect growth in developing countries, such as public infrastructure, skilled 
labor and health investment.  We can add that inadequate tax receipts to finance necessary public sector 
social and infrastructure spending is probably a more common phenomenon than excessive tax burdens. 
 
Good Governance  
 

Historically, economic development has gone hand-in-hand with the advance in the capacities of 
social institutions concerned with participation, transparency, and accountability.  As societies succeed in 
transforming their economies, so too do governance institutions progress—as an indispensable ingredient 
to further development and as the outcome of increased demand from domestic constituencies for such 
improvements.  In fact, in countries that have succeeded, the state has played a key transformative role 
both in the economic and the socio-political spheres, and any efforts to constrict this transformative role, 
such as limiting the scope for public regulation of markets to improve their stable operation, slows down 
progress in good governance.  Effective and efficient state regulation and supervision are a necessary 
underpinning for a larger private sector role in the economy. 
 

There is no justification for the fatalistic belief that certain countries will remain mired in low 
growth and shackled with institutions that preclude growth.  Sustained growth is possible with initially 
imperfect institutions.  The 2006 WESS suggests that what is important is that the Government itself is 
credible in its commitment to making the changes that will remove institutional obstacles to growth.  A 
necessary condition, therefore, for progress in good governance is the resumption of sustained economic 
activity that generates the space to improve institutions. 
 

Developing countries need to determine how much of their limited resources should be spent on 
the governance agenda.  It would be unrealistic to assume that all governance weaknesses in a developing 
country are of equal significance or can be tackled simultaneously.  Sustained progress towards more 
effective, transparent, and equitable governance at the national level can most readily be assured when 
particular attention is given to those governance capacities that are crucial for accelerating and sustaining 
growth.  Given the limited administrative capacities of developing countries, it is important for each 
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country to identify and address those governance failures that are the most detrimental to their growth and 
structural development. 
 

Corruption should be recognized as only a part of a complex set of governance challenges.  This 
means that anti-corruption efforts must be understood as a component of longer-term efforts to advance 
practices of good governance at all levels and as a component of the overall development effort in 
building a variety of other capabilities.  Because there are two parties to any bribe—the recipient and the 
giver—efforts in combating corruption should pay attention to shutting down the supply side of 
corruption from international sources.  The United Nations Convention against Corruption is the only 
internationally agreed framework in this area.  It is thus unfortunate that developed countries have been 
slower in ratifying the Convention than developing countries. 
 
Energy for Sustainable Development  
 

We welcome the attention given by the World Bank to energy for sustainable development 
through its Clean Energy Investment Framework (CEIF), which was formulated at the request of the 
Development Committee.  We welcome, first, the attention given to improving access to modern energy 
services by the poor.  Indeed, access to energy underpins a nation’s ability to eradicate poverty and, in 
fact, to achieve all of the MDGs.  Capacity building for effective public sector policy development in 
developing countries plays a crucial role in this regard. 
 

The CEIF also includes a focus on mitigation of greenhouse gas (GHG) emissions and adaptation 
to climate change impacts.  Facilitating the transfer of new and cleaner technologies, including by 
technological cooperation initiatives and public-private partnerships, can have a profound impact on the 
ability of developing countries to mitigate GHG as they experience rapid socio-economic development.  
The impacts of climate change are expected to affect least developing countries in a number of ways, and 
adaptation measures may be expensive for many of them. 
 

A coherent approach to donor aid is a feature of the CEIF.  Coordinated approaches for 
improving access to energy and promoting clean energy investments are central to the Framework.  The 
proposed shift outlined in the CEIF from project-by-project to programmatic and sectoral finance for 
carbon mitigation is welcome, as this is consistent with both a broader shift in emphasis towards 
budgetary support and greater flexibility in donor resource allocation.  It is also in line with the 
recognition that, in order to scale up carbon finance significantly, such a programmatic and sectoral 
approach will be crucial.  Plans detailed in the CEIF to provide incentives for transitioning to low-carbon 
economies in World Bank client countries can be part of a broad, inter-agency effort to assist countries in 
their mitigation efforts. 
 

The emphasis in the CEIF on adaptation is especially timely in light of the newly released IPCC 
Summary for Policy Makers of its report on the impacts of climate change, which stresses the urgency of 
investment in adaptation, especially in developing countries, and the importance of mainstreaming 
climate change adaptation into infrastructure and other development investment portfolios.  Further 
development of tools and additional resources to effectively assist developing countries in their efforts to 
adapt to climate change impacts are urgently needed. 
 

The new carbon finance facility proposed by the World Bank, within the context of the CEIF, 
would contribute to a better policy dialogue among industrialized and developing countries to help 
develop programmes and introduce measures to mitigate emissions. 
 

The growing interdependence of the global energy markets, especially oil and gas, makes 
continued dialogue important for long-term market stability.  Predictability in terms of energy supply and 
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demand is important to stimulate investment in the energy sector and energy efficiency technologies, as 
well as wide implementation of energy efficiency measures. 
 

Many of these issues will be dealt with in the15th session of the United Nations Commission on 
Sustainable Development (CSD), which will take place in lateApril/early May.  The Commission, which 
will consider the issues of energy and climate change, along with industrial development and air 
pollution/atmosphere, is the premier forum for dialogue on these issues with the broadest representation 
of industrialized and developing countries, as well as of countries with economies in transition.  
Preparatory work by governments has highlighted their concern with improving energy access, improving 
dialogue among energy producers and consumers, as well as the need for more research, development, 
and transfer of cleaner technology and other measures for the mitigation of GHG emissions and 
adaptation to climate change.  The World Bank and other UN agencies, funds, and programmes have 
contributed actively to preparations for the CSD deliberations this year.  Decisions taken by the CSD may 
provide guidance on these issues and also on aid disbursement for climate change mitigation and 
adaptation, including the carbon finance activities outlined in the CEIF. 
 
 
Statement by Mr. Supachai Panitchpakdi, Secretary-General of UNCTAD 
 
 Let me open my address with two statements on which I think we can all agree: that the short-
term outlook for economic performance in the developing world is relatively bright, and that this is 
largely a reflection of the increasing interdependence in the world economy.  I would like to take this 
opportunity to comment on some aspects of this interdependence that are particularly important at this 
juncture from a trade and development perspective. 
 
 I will first address these short-term prospects against the background of the global trade 
imbalances, and then raise two issues related to global economic governance: IMF reform, and the 
international trade negotiations.  I would then like to share with you some thoughts on a subject that has 
been at the centre of UNCTAD’s work from its inception – commodity prices and the terms of trade – and 
conclude with some remarks on the aid-for-trade initiative.  
 
 It now appears that in 2007, at an expected overall expansion of 3.6%, the world economy will 
maintain its momentum for the fifth consecutive year.  In this environment, developing countries, 
including many of the poorest, continue to benefit from strong demand for primary commodities.  
Notwithstanding the recent decline in some commodity prices, most of these prices remain at relatively 
high levels.  Although not all developing countries have enjoyed improvements in their terms of trade, 
because they face higher oil import bills and their exports do not include other products whose prices 
have increased at similar rates, gains in the terms of trade since 2003 have improved the external and 
fiscal balances of many developing nations in Africa, Latin America and West Asia.  This has paved the 
way for more expansionary policies, and in some cases for a recovery of investment rates.  UNCTAD is 
predicting that Africa will again grow at around 5.5% in 2007.  Over the past five years, in fact, per capita 
GDP in Africa and in Latin America has increased by more than 15%, something not seen in these 
regions since the early 1980s.  While this is certainly cause for optimism about progress towards the 
Millennium Development Goals, per capita income growth in several of the poorest countries is still too 
low to achieve these goals. 
 
 Once again, the fastest-growing region of the world economy will be South and East Asia, thanks 
mainly to the strong performances of China and India.  Given their high investment rates, this pattern is 
likely to continue in the years to come, provided that the inevitable correction of the global imbalances 
does not come at the expense of a major recession in the United States, where a large part of Asian 
exports go.  Macroeconomic policies in China are now aimed at increasing the contribution of domestic 
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consumption to economic growth.  If successful, this reorientation would lead to a more balanced 
expansion in that country and tend to reduce its trade surplus – one element in the global imbalances.  
 
 There are other signs that the sources of impetus for the world economy are slightly shifting, as 
the US economy is slowing down while growth in Japan is picking up.  But this adjustment is far from 
adequate to solve the global imbalances problem, because the US current account deficit remains 
extraordinarily high, exceeding $850 billion in 2006.  So, too, do the risks of a sudden, disorderly 
correction of the imbalances.  
 
 There can be little doubt that these current account imbalances cannot be corrected without 
adjustments in the global pattern of demand and exchange rates – and here I emphasize the word “global”, 
because the problem is not confined to the US and China.  In addition to China, with a current account 
surplus of around $200 billion in 2006, Japan and Germany have also been enjoying very high surpluses, 
of $170 billion and $150 billion, respectively, and Germany’s surplus has risen even further since then.  
Moreover, the Japanese currency, rather than appreciating as theory would suggest, has depreciated in 
recent years in both nominal and real terms vis-à-vis those of its most important trading partners.  And 
there are other cases where exchange rate changes have gone in the wrong direction.  Indeed, compared to 
1996, of all the world’s large economies and those countries with the biggest surpluses, only China has 
experienced a slight appreciation of its real effective exchange rate, and thus a slight deterioration of its 
competitive position.  For the other three countries with the largest surpluses – Japan, Germany and 
Switzerland, which are all officially adhering to “free floating” – this rate has actually depreciated.  
 
 This paradox may deserve greater attention in the debate about remedies for the global 
imbalances.  In the case of Germany, the real depreciation of 20% compared to the mid-1990s can be 
attributed to very slow growth of nominal wages, which has driven unit labour costs below the levels of 
its main trading partners both inside and outside the euro area.  In the case of the yen and the Swiss franc, 
the real depreciation can be explained by the so-called “carry trade”, which occurs against the background 
of differences between the expected nominal return and the expected real return on investments.  This is 
not new.  Most of the financial crises in the post-Bretton Woods era of floating have in fact been preceded 
by a build-up in nominal interest rate differentials, which is not covered by depreciation in the exchange 
rate of the country with the higher nominal interest rate.  This leads to shifts in the currency composition 
of investor portfolios, triggering an appreciation in the real exchange rate of the country with the higher 
nominal interest rate and implying a further rise in the return on such investments.  Moreover, if central 
banks attempt from the outset to limit the extent of appreciation of the domestic currency through foreign 
exchange market intervention, the resulting growing stock of foreign currency reserves only adds to the 
confidence of international speculators. 
 
 The ongoing "carry trade" involves shifts in short-term asset holdings from yen or Swiss francs – 
currencies of countries with very low inflation and very low nominal interest rates – to currencies of 
countries with higher inflation and higher interest rates, such as Brazil, Turkey and several economies in 
Eastern Europe.  This breaks the vital link between interest rate differentials and the risk of currency 
depreciation.  As such, it should be sufficient to challenge the view that floating is the only feasible 
solution to the problem of the external balance. 
 
 From this standpoint, pressure on China to float its currency could easily lead to the opposite of 
what is intended.  As that country’s interest rates are still rather low, it is by no means clear that the 
renmimbi would appreciate if its exchange rate were floated.  Like the yen and Swiss franc, assets now 
held in the renmimbi could be carried to high-interest-rate locations, resulting in renmimbi depreciation, 
greater competitiveness of Chinese producers and worsening global imbalances. 
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 Part of the problem lies in the lack of sufficient institutional arrangements for enforcing 
multilateral disciplines on exchange rates, which by definition are internationally determined variables 
and depend on monetary policy in more than one country.  This issue deserves special attention in our 
discussions about reforming the international monetary and financial system, including the IMF.  At this 
point, the Fund’s policy oversight does not effectively cover the main surplus and deficit countries.  
Instead, it remains confined to its poorest members, which need to draw on its resources, and to 
emerging-market economies, which are experiencing financial crises and disruptions in financial markets.  
To make matters worse, most of these countries are inadequately represented in the collective decision-
making of the international financial institutions.  Reforming the Fund’s voting system is thus all the 
more imperative. 
 
 Let me elaborate.  Current and future quota reviews must bring voting weights into better line 
with changing realities in the globalizing world economy.  They must fully reflect the increasing role 
played by developing countries in international trade and financial flows and their growing share of world 
real output and population.  In principle, the Fund’s weighted voting system allows for adequate voice 
and participation of the poorer and smaller countries, through the institution of basic votes.  But since 
these votes have not been increased since 1944, whereas Fund quotas have risen by a factor of 37 and 
membership by a factor of four, their significance has been greatly reduced.  The relative decline of basic 
votes as a percentage of the overall votes of the IMF – from the original 11.3% to 2.1% today – has 
substantially shifted the balance in favour of countries with large quotas.  
 
 IMF voting reform is critically important for the developing world.  Even with the ad hoc quota 
adjustments agreed in Singapore, and a doubling of the basic vote, the current system is skewed heavily in 
favour of the developed countries.  The voting reform should thus involve not only an immediate 
adjustment, but also the introduction of a mechanism that allows for further adjustments in the medium to 
long term, in keeping with structural changes in the world economy.  Proposals to delink IMF voting 
weights from economic power have been put up for discussion, especially by the Group of 24, and merit 
serious consideration. 
 
 Another key issue in global economic governance that has aroused some concern is the lack of 
progress in the Doha Round of multilateral trade negotiations.  Even if, as some observers believe, the 
overall net benefits for development that can be expected from the Round are less than what the standard 
calculation of welfare gains would suggest, every effort should nonetheless be made to avoid a definitive 
failure of the Round. 
 
 Further trade liberalization – be it multilateral, bilateral or unilateral – will open new 
opportunities for trade and income growth, but it will not by itself promote development.  The static gains 
that might be obtained from increased market access are relatively small, and they might not last unless 
developing countries significantly increase their productive capacities to supply domestic and 
international markets.  In most developing countries, this will be possible only with faster capital 
accumulation in favour of diversification and industrialization.  Experience has shown that trade 
liberalization and reliance on market forces will not be enough to attain this objective.  More proactive 
and innovative policies in support of capital accumulation and productivity enhancement will be needed 
in many countries to stimulate the dynamic forces of markets that underlie structural change and 
economic growth, and to develop new sectors of economic activity that allow greater benefits to be 
reaped from globalization. 
 
 Some developing countries are reacting to the lack of progress in the multilateral trade 
negotiations by entering into bilateral trade agreements with developed countries.  Such agreements may 
actually be far more restrictive with regard to policy flexibility than the existing multilateral rules and 
regulations, and even more restrictive than what could be expected from a possible outcome of the Doha 
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Round.  It is therefore in everyone’s interest that the Doha Work Programme be concluded and that it 
deliver on the development promises of the Doha Declaration.  This will, however, require greater 
flexibility on all sides. 
 
 One of the typical structural disadvantages of many developing countries is their continuing 
dependence on the production and export of a small number of primary commodities, which makes their 
entire economies highly vulnerable to demand and supply shocks and reduces their ability to make 
economic and social progress through productivity gains.  It is true that in the recent context of worldwide 
expansion, the demand for primary commodities has considerably increased, in particular from the fast-
growing East and South Asian economies.  Rising demand and prices for energy and raw materials in 
particular have added to the export earnings of many poor countries.  But two facts must be considered 
here.  First, not all countries have benefited from improved terms of trade and higher foreign exchange 
income; oil-importing developing countries that lack a significant share of minerals in their export basket, 
or that face strong competition from more competitive exporters of low-skilled manufactures, have 
encountered severe difficulties in balancing their payments.  And most of the least developed countries 
have seen a declining share of world trade.  Second, not all the gains arising from higher commodity 
prices are accruing to the exporting countries in the form of higher profits of domestically owned 
companies, higher wages in the primary sector, or increased public-sector income from royalties or taxes.  
In many cases, these forms of income have constituted only a minor part of the total gains, while a larger 
share of the higher profits has accrued to foreign investors, or been reinvested in the extractive industries. 
 
 From the standpoint of development strategy, such reinvestment is useful inasmuch as it helps 
generate benefits for the domestic economy by enhancing the productivity and profitability of these 
industries.  But this may lead in the short term to a reversal of favourable price trends, with developing 
countries selling non-renewable raw material wealth at a faster pace and cheaper price.  In the medium to 
long term, it may perpetuate a country’s dependence on primary exports.  A better development policy 
approach might be to focus on how best to channel the gains from higher raw material export earnings 
into investments in infrastructure (e.g., for health and education services) and manufacturing, which 
would accelerate diversification and reduce commodity dependence. 
 
 These development goals cannot, unfortunately, be achieved by the developing countries alone.  
The international community must also take action, doing much more than in the past to bolster the 
productive and trading capacities of the more vulnerable developing countries, so as to allow them to 
become competitive suppliers on both external and domestic markets.  The aid-for-trade initiative could 
contribute to this end.  It is a necessary systemic response to trade marginalization.  For many low-income 
and other vulnerable developing countries, aid for trade is crucial both to realize the potential gains, and 
to mitigate the potential costs, of trade liberalization. 
 
 Since aid for trade is meant to help developing countries solve additional problems resulting from 
trade liberalization, it is essential to ensure that such aid is fully additional to other forms of official 
development assistance.  It should also be associated with a minimum of conditionality, so as to allow 
adequate flexibility for governments in the receiving countries to support the process of diversification 
and industrialization.  Every country should be able to design and implement its own strategy for 
integration into the global trading system.  UNCTAD will continue to contribute to the conceptualization, 
operationalization and implementation of the initiative in order to turn the idea into a reality, and to help 
developing countries maximize their gains from globalization. 
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Statement by Mr. Pascal Lamy, Director General, World Trade Organization 
 
 My message today is straightforward.  In this Committee, in the G8, in the WTO and elsewhere, 
we have succeeded – beyond expectations – in raising the importance of Aid for Trade and convincing 
developing countries that it is a priority.  We now need to deliver on our commitments. 
 
 I do not need to tell you why Aid for Trade is important to the WTO.  Many developing countries 
have only experienced "virtual" gains from previous multilateral Rounds, in part because they lack the 
capacity to trade effectively.  And this had made some reluctant to even consider further trade opening in 
the WTO Doha Round.  Though Aid for Trade is not part of this Round – the so-called "Single 
Undertaking" – it will be critical to maximizing a successful outcome for many countries. 
 
 But Aid for Trade is important in a broader sense.  By focusing on the policies, institutions and 
infrastructure that developing countries need to benefit from trade opening – and globalization – Aid for 
Trade had focused new attention on the growth and competitiveness agenda – of which trade is a central 
part.  More and better Aid for Trade is a priority.  But the objective is also to change mind sets, not only 
to build harbours and roads. 
 
 Now that we have focused minds – and raised expectations – we need to deliver results.  The role 
the WTO has been given is to mobilize, monitor, and evaluate Aid for Trade.  We are currently 
establishing a system of monitoring at three-levels: global monitoring, based on the work carried out by 
the OECD; donor monitoring, based on self-evaluations, and recipient monitoring, based on in-country 
assessments. 
 
 In order to connect the dots – and bring the picture into sharper focus – we are also organizing 
three regional reviews – in Latin America, Asia, and Africa – in cooperation with the World Bank and the 
relevant Regional Development Banks, with the regional banks taking the lead on the ground.  The 
purpose of these events is to encourage recipients, donors and the private sector – collectively – to focus 
on real-world challenges, to prioritize needs, and to work towards deliverable business plans. 
 
 All of this will culminate in an annual Aid for Trade event in the WTO in November – under our 
coherence mandate. 
 
 Let me be clear about the purpose of this exercise:  It is not to turn the WTO into a development 
agency.  This is not where the WTO comparative advantage lies.  The goal is not to create a new 
mechanism, but rather to get the many existing mechanisms to work together more efficiently and 
effectively.  By improving transparency – shining a brighter spotlight on Aid for Trade  – we can create 
incentives to honour commitments, meet needs, improve effectiveness, and reinforce mutual 
accountability. 
 
 The "spotlight" is already working.  On recent trips to Africa, Asia, Latin America and the 
Caribbean I have witnessed that developing countries are taking Aid for Trade seriously – and that many 
have started engaging actively in identifying priorities, mainstreaming trade in national strategies, and 
working with neighbouring countries on regional approaches.  They see Aid for Trade as a needed and 
necessary catalyst for leveraging investment, entrepreneurship and reform. 
 
 The onus is on donor countries to respond.  At the Gleneagles Summit, at the WTO's Hong Kong 
Ministerial Conference and again at the Singapore Annual Meetings last year, promises were made to 
dramatically scale up ODA in general and Aid for Trade in particular.  Donors now need to follow 
through on those commitments, clarify their plans, and begin delivering the additional resources, starting 
with the Enhanced Integrated Framework for the Least Developed Countries.  Indeed, I would urge the 
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Development Committee to follow up on the issue of Aid-for-Trade at its next meeting in October.  If we 
want developing countries to make trade a priority – and they are – then donors must reaffirm that trade, 
as a tool of development, is a priority for them as well. 
 
 This leads to me to the Doha Round, where the WTO can make a major contribution to 
development by further reducing trade barriers and strengthening international trade rules.  Aid for Trade 
can – and must – be an important complement to a successful Doha Round, but it cannot be a substitute. 
 
 The Doha Round is entering into a decisive moment.  If we are to conclude it by the end of 2007 
which is a target major players have adopted in Delhi this week, we will have to see tangible progress 
over the coming weeks in Geneva.  Success is entirely within reach, provided all WTO members are 
ready to make a contribution. 
 
 As expressed by African finance ministers meeting in Addis early this month, trade opening, 
investment, and development assistance as interlocking pieces of a broader pro-growth strategy – whose 
overall objective is to raise living standards and reducing poverty.  This is a vision of development long 
advocated by this Committee and the governments represented here today.  Now that the vision is within 
reach, this is no time to turn away. 
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DC2007-0001 

  March 22, 2007 
 
 

NOTICE OF MEETING 
 
 

 The 75th meeting of the Development Committee will be held on Sunday, April 15, 2007, 
commencing at 9:00 a.m. in the Preston Auditorium, The World Bank Main Complex, 
Washington, D.C. 

 
PROVISIONAL AGENDA1 

 
I. Global Monitoring Report 2007: Confronting the Challenges of Gender and Fragile 

States2 
II. Accelerating Development Outcomes in Africa – Progress and Change in the Africa 

Action Plan 
 

Background Reports: 
 
III. Clean Energy for Development Investment Framework:  The World Bank Group 

Action Plan 
IV. Options Paper on Voice and Representation – Update Report 
V. Report of the External Review Committee on Bank-Fund Collaboration 
VI. The World Bank Group's Africa Action Plan: Progress in Implementation 
VII. Aid Architecture:  An Overview of the Main Trends in Official Development 

Assistance Flows 
VIII. A Report of the Executive Directors and a paper on Strengthening World Bank Group 

Engagement on Governance and Anticorruption 
IX. Fiscal Policy for Growth and Development – Further Analysis and Lessons from 

Country Case Studies 

                                                           
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. 

2 To be discussed in conjunction with the background paper on Aid Architecture. 
 

On this occasion there will be only one session of the Committee – from 9:00 a.m. until 1:00 p.m.  The session 
will be followed by a Chairman’s Luncheon for Members (1:15 p.m. – 3:00 p.m.) in Room MC13-121 of the 
World Bank Main Complex. 
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Washington, DC, April 15, 2007 

DEVELOPMENT COMMITTEE COMMUNIQUÉ 

 
1. We met today to review progress on actions, resources and policies needed to accelerate 
progress towards the Millennium Development Goals (MDGs), drawing on data and analysis in 
the fourth annual Global Monitoring Report (GMR).  We also reviewed the World Bank Group’s 
Africa Action Plan, and a report on the evolving Aid Architecture. 
 
2. We welcomed the progress being made in reducing income poverty, reflecting both the 
continued strong growth of the global economy and the impact of improved country policies and 
institutions.  However, progress towards the MDGs has been uneven across countries and 
sectors.  A lot of challenges remain and much more needs to be done. 
 
3. We noted that total Official Development Assistance (ODA) flows have grown in real 
term over the past decade.  A significant part of this increase reflects debt relief, which is making 
important contributions to country-level financial resources and progress.  However, there is a 
concern that total ODA actually declined in real terms in 2006.  The pledges made in 2005 to 
double aid for Africa by 2010 have not yet been translated into increased total donor resources 
for programs on the ground.  We reiterated our call to those donors who have not done so to 
make concrete efforts towards the target of 0.7 percent of Gross National Income as ODA in 
accordance with their commitments.  Consistent with the Monterrey Consensus and donor 
commitments, we called for renewed efforts at scaling-up financing to support sound country-
owned programs for the achievement of the MDGs.  In this context, we look forward to a 
successful 15th replenishment of the International Development Association (IDA), including 
dollar for dollar replenishment of lost credit flows due to the Multilateral Debt Relief Initiative 
(MDRI) and the HIPC Initiative.  As financial flows increase, it will be important to maintain 
debt sustainability.  We encouraged the Bank and the Fund to report regularly on the extent of 
full creditor participation in HIPC and delivery of donor commitments to financing the full cost 
of debt relief.  We urged debtors and creditors to use the Bank-Fund debt sustainability 
framework to guide their decisions.  We also urged the Bank and the Fund to intensify their 
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efforts to enhance creditor coordination around the debt sustainability framework, and to support 
borrowers in building debt management capacity and in devising and implementing sound 
external finance strategies. 
 
4. We welcomed new and emerging public and private sources of aid that bring more 
resources to help poor countries reach their MDGs.  At the same time, we noted the increasing 
risks of aid fragmentation and earmarking of aid leading to higher transaction costs for recipients 
and reduced aid effectiveness.  We therefore emphasized the importance of the country-owned 
approach to development, which provides an essential platform for aligning multiple sources of 
development finance, including global programs, with national priorities and country systems.  
We reiterated the importance of reinforcing donor coordination, including between traditional 
and emerging donors, as well as enhancing efforts to ensure aid effectiveness, and progress in 
implementing the Paris Declaration.  We look forward to follow-up work on the Bank’s role in 
the international aid architecture, focusing on how best the Bank Group can add value by playing 
a strategic or supportive role, including through partnerships, at country, regional and global 
levels. In this context, we welcomed the Bank management’s decision to launch a review of the 
Bank Group’s long term strategy to assure it is best positioned to effectively meet the needs of 
the world’s poor.  We also look forward to receiving a report on the Bank’s progress in 
developing a framework for its role in delivery of global and regional public goods including 
criteria for its involvement and financing modalities. 
 
5. There are encouraging signs in current efforts to meet the human development MDGs, 
including major increases in primary school completion and vaccination coverage.  In this 
respect, we welcomed the recent launch of the Advance Market Commitments initiative.  Yet 
only a few countries are on track to meet the MDG for reducing child mortality, and in all 
regions some countries are off track on reducing childhood malnutrition and maternal mortality.  
We called for further reinforcement of country, donor and MDB efforts targeting the MDGs’ 
quantitative goals in health and education, including for the prevention and treatment of 
HIV/AIDS, malaria and tuberculosis.  We also stressed the need for heightened attention to 
universal access to reproductive health services and to improving and monitoring the quality of 
education and health services.  We appreciated the Bank’s continuing support to the Education 
for All – Fast Track Initiative, but recognized that more support is needed to finance national 
education plans.  We encouraged the Bank and other donors to play their part. 
 
6. Gender equality and the empowerment of women are important not only for achieving 
gender-specific aspects of the MDGs (such as progress on gender equality in school enrollments 
and literacy, and the share of women in non-agricultural employment and national parliaments), 
but also for the attainment of the MDGs as a whole.  We welcomed the progress many countries 
have made on girls’ school enrollment, while noting that there is still much to be done in many 
countries.  We noted that progress in the social sectors has not, in general, been matched by 
comparable advances in the productive sectors.  We called for full and rapid implementation of 
the Bank’s Gender Action Plan, focusing on areas where it has comparative advantage, including 
scaling up support for economic empowerment of women.  We emphasized the need for further 
gender mainstreaming in Bank operations using a country based approach, and for the 
integration of gender aspects into the Bank’s results framework.  We also called for 
improvements in the statistical basis for monitoring progress, working closely with the UN and 
other agencies. 
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7. Fragile states, defined by the weakness of their institutions and governance, and 
frequently associated with recent conflicts, account for 9 percent of the population of developing 
countries but about 27 percent of the extreme poor.  They are the countries least likely to achieve 
the MDGs.  Yet several countries have shown that it is possible to transition from weak 
institutions and the legacy of conflict to sustained gains in growth and poverty reduction.  We 
encouraged the International Financial Institutions (IFIs), working in partnership with the UN 
and other donors, to review their policies, procedures and incentives, including the development 
of a comprehensive framework for the settlement of protracted arrears cases.  Collective efforts 
are also needed to formulate, in a coherent and harmonized manner, tailored strategies that pay 
attention to timely, well-sequenced interventions that build capable, accountable and responsive 
states, reflecting each actor’s comparative advantage.  In this context, we called for effective and 
expeditious implementation of the measures recently approved by the Bank’s Board to 
strengthen the Bank’s rapid response and long-term engagement in fragile states. 
 
8. We reviewed the implementation of the Africa Action Plan (AAP) and the proposed 
revisions to the Plan.  While welcoming indications that the overall implementation of the Plan 
has been progressing relatively satisfactorily, we broadly supported the proposed modifications 
to the AAP, which promise to increase selectivity and sharpen the focus on results.  At the same 
time, we emphasized the continued relevance we attach to the original strategic goals of the 
AAP, including support for African countries’ efforts to accelerate pro-poor growth and 
maximize achievement of the MDGs.  We stressed that the Bank’s support should continue to be 
determined by countries’ own plans and that implementation of the AAP should not leave any 
countries behind or undermine agreed resource allocation systems.  We also called for the Bank 
to make greater use of outcome indicators to measure progress and results.  We strongly 
endorsed the AAP’s strategy for mobilizing additional development partner resources, including 
from non-OECD/DAC and private donors, in a coordinated way, consistent with the Paris 
Declaration. 
 
9. We noted the importance of trade as a driver of growth and poverty reduction and 
expressed our continued hope for a breakthrough in the Doha Development Round negotiations.  
We agreed that there is much at stake for all member countries and we recognized that failure to 
seize the current opportunity could come at considerable cost to the global economy and in 
particular, to developing countries.  We called upon all parties to demonstrate the flexibility 
needed to achieve a successful outcome.  To complement trade reforms and assist developing 
countries in fully exploiting existing and new trade opportunities, we look to the Fund and, 
particularly, the Bank for leadership in further strengthening the mechanisms for Aid for Trade 
and accelerating its implementation. 
 
10. We welcomed the report of the Executive Directors of the World Bank and the 
accompanying paper entitled “Strengthening Bank Group Engagement on Governance and 
Anticorruption (GAC).”  We expressed our appreciation for the Bank’s response to our 
guidance, including the extensive consultations that contributed to the revised strategy.  We 
endorsed the strategy’s principles of transparency, predictability, consistency and equity of 
treatment across member countries.  Effective implementation, including further development of 
actionable and disaggregated indicators, will now be critical to achieving the GAC strategy’s 
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desired results.  In this context, we welcomed the agreed Board engagement and oversight during 
implementation. 
 
11. We noted the progress made in implementing the World Bank Group’s Strategy for 
Engagement with IBRD Partner Countries.  We look forward to receiving a full report on 
implementation of all the elements of the strategy at our next meeting. 
 
12. We noted the progress made with the Clean Energy for Development Investment 
Framework.  Lack of access to energy is an acute problem in many low income countries. We 
welcomed the World Bank Group’s Action Plan and generally endorsed the activities contained 
there.  We look forward to receiving a progress report by our next meeting.  In particular, we 
look forward to seeing progress on: (i) additional financing and implementation of the energy 
access agenda in Sub-Saharan Africa; (ii) application and further development of existing 
financial instruments to promote the transition to a low carbon economy, including increased 
support for cost effective, affordable, efficient and renewable energy; (iii) mainstreaming 
considerations of climate variability and change into development projects; (iv) consultation and 
collaboration with the private sector; and (v) an action plan for strengthened collaboration with 
the Regional Development Banks. 
 
13. We took note of the Bank’s analysis of “Fiscal Policy for Growth and Development” and 
encouraged the Bank to develop and operationalize growth-oriented, country-specific approaches 
to fiscal policy design.  We endorsed the need for effective Bank-Fund collaboration to ensure 
consistent policy advice to member countries.  We concurred with the conclusion that countries 
will need assistance to strengthen fiscal institutions, which are key to effective policy. 
 
14. We welcomed the “Options Paper on Voice and Representation,” setting out a 
comprehensive range of options for enhancing the voice of developing and transition countries in 
the Bank’s decision-making framework, which we note is key to strengthening the credibility 
and legitimacy of the institution.  We recognized that further consultations are necessary to reach 
a political consensus and expect the Bank to continue carrying out technical work to assist such 
consultations.  We look forward to a report from the Bank by our next meeting. 
 
15. We thanked the External Review Committee for its report on Bank-Fund collaboration.  
We look forward to hearing from the two institutions about concrete proposals to foster a culture 
of collaboration. 
 
16. We have to ensure that the Bank can effectively carry out its mandate and maintain its 
credibility and reputation as well as the motivation of its staff.  The current situation is of great 
concern to all of us.  We endorse the Board's actions in looking into this matter and we asked it 
to complete its work.  We expect the Bank to adhere to a high standard of internal governance. 
 
17. We welcomed Minister Agustín Carstens as the new Chairman of the Committee.  We 
expressed appreciation for the service of the former Chairman, Alberto Carrasquilla. 
 
18. The Committee’s next meeting is scheduled for October 21, 2007 in Washington, DC. 
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