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Global norms and values

While recent years have witnessed strong economic growth and/or recovery in the majority of
the world’s economies, we have simultaneously experienced a growing and strident debate on
globalisation and the opportunities and risks it holds for the poor. Given the economic prospects
we face today the debate may even grow stronger. The Bretton Woods institutions have played a
significant role in assisting the affected countries during and after the financial crises of 1997
and 1998 and it is obvious that the institutions have an important role in ensuring that
globalisation benefits all.

Paradoxically, while the debate on the pros and cons of globalisation has become more polarised,
a growing consensus has evolved on a development agenda, focussed on how to achieve poverty
reduction in both middle and low income countries. To follow the progress the international
development targets have been set and adopted, based on a number of UN conferences during the
nineties. These targets should guide the long-term development efforts.

First, there is now a common awareness that development is not done to a country but by a
country. The commitment and actions by developing countries themselves, in favour of
economic growth and poverty reduction are fundamental. Without this ownership, sustainable
development cannot be achieved. Yet for all their commitment, some of the countries lack
capacity and all need support over the medium term to see their reform efforts to fruition.
Official development assistance (ODA) will still play a vital catalytic role in assisting these
countries to integrate into the world economy, and for the poorest countries to avoid further
marginalisation. The Nordic countries therefore firmly support the 0.7 per cent of GNP ODA
target.

Second, good governance is key in the efforts to reduce poverty. Respect for human rights and
democratic principles and the fight against corruption are recognised as prerequisites for long
term development. Furthermore, in the economic policy domain, analysis of the financial crises
and the devastating impact these have had on the poor have further underlined the need for solid
and transparent financial regimes including appropriate institutional and legal frameworks.

Third, the significance of trade as an engine for growth and sustainable development is of
particular importance for the developing countries. Opening markets to exports from middle and
low-income countries is potentially more beneficial to the poverty reduction efforts than all the
development assistance we currently provide.

Fourth, the complex and multidimensional challenge of reducing poverty is increasingly being
realised and understood. Economic growth, based on private sector development, which in turn is
dependent inter alia on functioning public sector, financial markets and good governance, is a
fundamental condition for reducing poverty. There is also a growing recognition that economic
growth has to be distributed equitably. But as has been shown in the World Development Report,
there is also a need for empowerment, materialised in institutionalised popular participation.
Poverty is now also seen to encompass a dimension of vulnerability or insecurity.
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The challenge we face is implementing this agenda. The World Bank has played a central role in
the elaboration of it, and has both learned from its mistakes and responded to criticism. Now we
look to the Bank to play a continued constructive role in achieving poverty reduction. In general,
open, transparent and accountable decision making systems should be favoured in all Bank
operations.

Implementing the global norms and values

National responsibility

Countries themselves have the ultimate responsibility for their own development. The
importance of true ownership of the development process can not be over-stated. A part of this
responsibility implies several measures necessary at the national level. Clearly there is a need for
many governments to liberalise and open up markets. It is also necessary to establish transparent
and accountable institutional frameworks.

Furthermore, it is our firm belief that domestic resource mobilisation is the natural basis on
which sustainable development must be founded. A well functioning private sector and financial
markets, adequate tax systems and appropriate distribution policies are key elements. As
economies develop, governments must gradually find other ways of financing public expenditure
(e.g. tax revenues).

The principles of national ownership, participation of civil society, co-ordination at the field
level between multilateral and bilateral participants and a holistic view on the development
process constitute the basis for support to both middle and low income countries. Regarding low
income countries, PRSP is the key tool for implementation of these principles. As regards middle
income countries, we encourage them to produce strategies within the concept of a Letter of
Development Strategy, in line with Bank’s recent proposal.

World Bank role in middle income and low income countries

The CAS - founded on sound analytical work - should be the World Bank's response to
nationally owned development strategies, such as PRSPs and Letters of Development Strategy.
Structures of poverty and the strategies necessary to reduce it vary significantly. Nonetheless, it
is clear that the Bank must continue to put emphasis on a sound institutional framework and
particularly transparent and accountable public finances management to increase the
effectiveness of public expenditure as well as aid. Development of human resources, the private
and public sectors and key infrastructure as well as mainstreaming of cross cutting issues like
environment and gender should also remain major World Bank concerns. The Bank’s operations
should be guided by domestic policy priorities, while maintaining appropriate safeguards.

Since the majority of the world’s poor live in middle income countries, it is fundamental that the
Bank stays engaged in these countries. Considering this and against the background of the
declining trend in lending to middle income countries, the Bank must find ways to respond to
this demand and to stay relevant and an attractive partner to these countries. This is also a
prerequisite for the financial soundness of the World Bank since the revenue from the Bank’s
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lending to middle income countries account for a large share of the Bank’s net income. We
therefore welcome the Task Force’s report and note with satisfaction that it is well in line with
our constituency’s positions.

The World Bank must remain a major development partner for the low-income countries, the
majority of which are on the African continent. To succeed in this, it is important that the
resource mobilisation capacity of IDA is upheld. The Nordic and Baltic countries are committed
to IDA and regard it as a key vehicle for supporting the poor countries. Several challenges lie
ahead, for example how to assist countries emerging from conflict, how to meet the challenge of
HIV/AIDS and how to ensure long term debt sustainability of these countries. Particularly
attention should be paid to economic projections as a basis for debt sustainability assessments. In
successfully addressing these concerns in the IDA negotiation, the basis for a substantial
replenishment would be established.

Environmental considerations form the basis for sustainable and sound development and should
thus be duly taken into account in all World Bank actions.  In dialogue with the development
country representatives and other partners the Bank, as a prominent global actor, is apt to
enhance their importance and their adequate inclusion in development plans.  Especially climate
change issues will deserve increased attention by all countries.

Today we see a move in Bank lending towards more programmatic policy based lending. The
PRSC represents an interesting new avenue of providing this type of lending. This move is
logical and should be encouraged, as successful poverty reduction is more linked to progress in
policy and institutional reform than on individual projects. Crucially such a shift places high
demands on borrowers’ governance and financial management as the Bank must maintain its
fiduciary responsibilities. Also, this type of lending must be a response to governments' proven
commitment to sound economic, structural and social policies to achieve the international
development targets.

The Nordic and Baltic countries are not certain that additional grant financing instruments would
be addressing any strategic void in the World Bank’s tool kit. The level of concessionality in
IDA is high and the terms are very favourable. If a project or programme with IDA lending
cannot repay itself even at these terms, the sustainability of the programme can be questioned.
Moreover, moving more toward grant financing would be to move away from the Bank's
competitive advantage and blur the distinction between the Bank as an international lending
institution and the UN, its funds and programmes as well as specialised agencies.

We welcome the clarifications that we have received on the proposed Deferred Draw-down
option (DDO), particularly those clearing up the doubts surrounding IMF’s role as the
appropriate institution for providing liquidity finance during financial crises. However, we are
still not fully convinced of the benefits of DDO. Should the DDO be adopted, the Nordic
countries strongly feels there will be a need to quite quickly - say within two years - evaluate the
experience with the DDO, notably regarding whether assumed demand does materialize. Also
the Bank must continue to search for other less supply-driven ways to respond to the needs of the
MICs.
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In countries where policy performance is weak due to e.g. lack of commitment, the Nordic and
Baltic countries believe that the Bank should develop a strategy for its non-lending services and
how these activities should be financed. The strategy should centre on activities relating to the
Bank’s core poverty mandate. It should notably encourage that capacity building measures are
put in place to sustain and maximise the potential of the necessary reforms once the political will
is in place.

Certain shareholders have proposed that clients with better credit ratings should get less
favourable terms than others. The Nordic and Baltic countries believe that pricing of products
and services should not discriminate between borrowers or sectors and that the Bank’s universal
and non-discriminatory attitude towards all its borrowers should be maintained. We are however,
like the Bank, open to consider a differentiation in pricing according to the type of instrument in
question, but we need more information to do this.

IMF’s role is to address macroeconomic and financial imbalances among its members. With
PRGF, the main financial tool in assisting low income countries, focus on poverty reduction has
been sharpened.  PRGF is an important instrument to assist countries in implementing their
PRSPs. The Nordic and Baltic countries welcome the increased and enhanced cooperation
between the two institutions, which has improved the division of labour and clarified their
respective roles. Joint Economic and Sector Work is one vehicle to further promote this
cooperation.

World Bank role at global and regional level

Action undertaken at the national level is key to enable a country to draw the potential benefits
of globalisation, but it needs to be complemented by action at the global and regional levels in
certain fields. The existence of global and regional public goods in areas such as the
environment, financial stability, movement of goods, dissemination of knowledge, peace and
security, international crime and communicable diseases pose an interesting opportunity and
challenge in this respect. Yet, as we agreed at last year’s Development Committee meeting, more
needs to be done to define the Bank's future role in the provision and financing of global public
goods.

The Nordic and Baltic countries firmly believe that the most important role of the World Bank in
promoting global public goods is at the national level in the context of PRSPs. The Bank must
build on its national level engagement, identifying and filling gaps where action can contribute to
positive spill over effects and thus have regional or global benefits.

The Nordic Baltic countries consider the UN to be the prime institution for normative work.
Mandates have been given to the UN system to lead in many areas. The international
development targets endorsed at the millennium summit of the UN, was also endorsed by the
Bretton Woods Institutions. Given its extensive research, experience and expertise, the World
Bank could, within its mandate, also have an important role to contribute to the normative work.
Thus there should be closer collaboration at headquarter level between the Bank and the UN. The
preparations for the Financing for Development conference could serve as a useful example.
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Although some progress has been made in identifying the role for the World Bank in five main
areas of global public goods (disease, trade, financial stability, environment and knowledge),
additional work is required. Furthermore, there is still a need to specify what actions are feasible
and what actions should be prioritised.

In the areas to which we have had the possibility to consider suggestions from the Bank, i.e.
disease, trade and financial stability, we would like to emphasise the following: the Bank is
commended for the increased efforts in supporting national initiatives in fighting HIV/AIDS and
in raising political awareness of the magnitude of this development challenge; in relation to trade
we would like to emphasise the importance of the Bank's continued involvement in the
Integrated Framework; finally, in the area of financial stability we welcome the focus on
implementation and capacity building at the country level. We also encourage the Bank's
cooperation with IMF in FSAP and ROSC programmes.

Taking into account that the Bank’s lending instruments cannot be used at a supranational level,
there is a need to specify how to finance the World Bank's participation in the various global
efforts and to identify the global benefits that accrue from national investments. The Nordic and
Baltic countries believe that the Bank should mainly rely on existing resources. A case by case
approach, building on the valuable and positive experiences from e.g. the GEF, where close
cooperation with relevant institutions was formalised from the outset seems to be the best way
forward.

Final remarks

The Nordic and Baltic countries look to the World Bank to play an active role in the middle
income countries, bearing in mind the respective roles and responsibilities of the World Bank
vis-à-vis the IMF.  The Bank must find ways to respond to the needs of this diverse group of
countries, ways that are truly demand driven. Furthermore the Bank needs to alleviate heavy
administrative burdens and delays that borrowers complain about, without compromising
necessary safeguards.

Several challenges also lie ahead assisting the poorest countries, many of them on the African
continent. After the rush last year with ensuring that 22 countries reached their decision point in
the HIPC initiative, it is vital that the PRSP process is consolidated. Without ownership,
sustainable poverty reduction will be hard to accomplish. Also important is finding a formula for
how to help low income countries emerging from conflict to enter a positive development track
and bring their debt to sustainable levels also in the long term.

In the area of global public goods, the World Bank must concentrate its efforts at the national
level. Recognising the efforts from the Bank hitherto - such as efforts on the HIV/AIDS issue
and efforts related to promoting the integrity of financial markets - there is still need to define
and clarify feasible actions and priorities for possible Bank work at the regional and global level.
The Financing for Development Conference provides an opportunity for this, and it could be
useful to discuss the preparations for the Conference at the next meeting of the Committee.
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To be able to meet the challenges outlined, the World Bank must now consolidate the
achievements of the latest years' internal reform, while at the same being able to be selective.
Internal reform must settle, while keeping the sensitivity to changing needs and changing
circumstances. The need for prioritisation, however difficult, still remains an issue of great
concern.


