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Introduction
I am pleased in particular with the focus of this Development Committee Meeting on trade and

harmonisation of procedures, since both issues are crucial to development. Harmonisation of

donor procedures and operational policies is urgent now that we have reached a stage in which

the first countries are starting to implement their Poverty Reduction Strategies (PRSPs). The

international community, including the Bank, should make a stronger effort to reach agreement

on how to achieve harmonisation, since this is of great consequence for the implementability of

PRSPs. A good illustration of ongoing efforts is the Strategic Partnership with Africa (SPA)

conditionality pilot for Burkina Faso in which the donors and World Bank are exploring the use

of a common set of conditionalities for program support.

The HIPC initiative has contributed to mobilising resources for poverty reduction. In addition,

looking beyond debt relief, there is now a stronger emphasis on promoting long-term debt

sustainability. This  points directly to the importance of trade expansion by developing countries.

I am delighted that issues related to expanding exports and reducing external vulnerability (terms

of trade shocks) are now firmly on the agenda. And I am committed to keeping these issues on

the agenda even after HIPCs have been relieved from unsustainable debt.

World Bank Group Strategy in Middle-Income Countries

The World Bank has an important role to play in middle income countries, where many of the

world’s poor live. Many of these countries have insecure access to capital markets and are now

in the process of undertaking major reform programs, to address imbalances in the economy and

to reduce the often unequal distribution of income.

An ongoing policy dialogue is the key starting point for World Bank activities in any country.

Obviously, the policy dialogue must be enhanced by high quality Economic and Sector Work

(ESW). I therefore support an increase in ESW. The Bank should also form mutually beneficial

partnerships with other development partners involved in analytical work, such as the regional

development banks and the UN system. Furthermore, the Bank should involve the country

concerned in ESW, both for reasons of ownership and for capacity building. Programmatic

adjustment lending could be an element in the relationship between the Bank and mature
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borrowers, whereby the Bank should commit itself to providing predictable support which

facilitates budget management and public debt management. The country should match this by

tangible evidence of reform. With regard to the Country Assistance Strategy (CAS), I fully

support joint World Bank - IFC CASs.

Creating the conditions for access to market borrowing is an important objective of the Bank. It

is well known that volatility is a characteristic of most transition processes, resulting in volatile

demand for World Bank financing. I believe the deferred drawdown option on programmatic

loans puts the Bank in a better position to serve these client countries. I look forward to further

discussions on solid conditions and cost-based pricing of this option. For the same reasons of

volatility, I also support continuing engagement in non-borrowing countries and recently

graduated countries. This should be done through ESW on a cost-sharing basis.

Finally I would like to highlight the importance of the role of the World Bank in middle (and

also low) income countries in Central and Eastern Europe. The more so as this is the only region

that lacks a regional development bank or Fund with a broad range of development instruments,

the EBRD’s mandate being focused on IFC type activities. I urge the Bank to devote more

attention to this region, also in view of the fact that development indicators have deteriorated

more sharply in this region than in other regions. The Bank’s 2000 report ‘Making transition

work for everyone’ shows the challenges that remain.

Leveraging Trade for Development
There are few issues so crucial to the development agenda as trade. I see the beginning of a shift

in the Bank’s priorities, following the acknowledgement that it has not done enough in the recent

past in this area. The Bank now sets the right priorities at the national, regional and international

level. I welcome the recognition of the concerns of developing countries with regard to an anti-

development bias in the multilateral trade system, for instance with respect to services and

standards. Expanding trade is the way for developing countries to escape the aid dependency

trap. Unfortunately, not all low income countries fully appreciate the need to develop more

ownership and greater independence from external finance. However I am pleased with the way

that the Bank has put market access issues firmly on the agenda.
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I am gratified to hear positive noises indicating that the Commodity Risk Management (CRM)

initiative is back on track. Board and management now support the CRM initiative. I am pleased

that the Bank, the private sector and academia are joining forces to take the CRM initiative

forward via the International Task Force. The role of the private sector in particular is crucial to

making price risk instruments accessible to groups of farmers, traders and governments in

developing countries. It would be prudent now for the Bank to consider how the lessons learnt

from the test cases should feed back into trade policy and country strategies. In other words it is

necessary that the Bank provides sufficient funding for this area of work for the medium and

longer term.

The Bank should put trade at the centre of the policy dialogue with the country and assist in

developing pro-poor trade strategies as part of the PRSP process. I regret therefore that the

current guidelines for Joint Staff Assessment (JSA) for PRSPs hardly mention trade policy as a

criterion for assessment. If the JSA is indeed meant to be the basis for Bank involvement in the

country, in terms of financial assistance as well as policy dialogue, then trade should explicitly

be covered in the JSA.

One specific area of national trade policy which is of the utmost importance is trade-related

infrastructure. For many countries, in particular the least developed, the immediate bottlenecks to

trade expansion are supply-side constraints and not market access. Considering its mandate, the

Bank is the most appropriate partner to provide funds for transport networks,

telecommunications, energy infrastructure etc, but I regret to note that it seems reluctant to play

this role. The Bank and the Board members should realise that many of today’s donors were

once borrowers who benefited from World Bank loans, especially for infrastructure.

A stronger focus on trade in country operations should be promoted through the Bank’s internal

incentive structure and budget: CASs need to reflect the trade-for-development objectives;

Country Directors will have to be guided, supported and held accountable for addressing trade;

more staff need to be involved; and resources need to be allocated from the Bank’s budget

(perhaps even with earmarked funds). This also implies that more than a few pilot cases within
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the Integrated Framework for Trade Related Technical Assistance for Least Developed Countries

(IF)  will have to be covered. We now have a window of opportunity to support many countries

in their first PRSP, and it should not be wasted.

Global Public Goods
We have been entertained by discussions on Global Public Goods (GPG) for a while now.

Further confusion should be avoided by keeping the focus on specific problems with a global

public good nature. I do, however, acknowledge that the GPG debate has its merits by placing

more emphasis on these problems. I am therefore pleased with the Progress Report.

The mandates and expertise of other institutions, especially the UN agencies, need to be

respected. In areas like trade and development the Bank should play a major role, but in many

other areas it should be careful to avoid mission creep. With regard to communicable diseases as

an area of Global Public Goods, I am particularly concerned about the Bank’s massive

HIV/AIDS programs in Africa and their relation to UNAIDS and bilateral efforts. I urge the

Bank to take its principles of selectivity and partnership seriously. As for financing GPGs, there

is a great need for grants. However, the World Bank is not the most suitable institution to

provide them. If the Bank decides to finance GPGs - and I presume this will be always be

through loans - it should relate these activities to the CAS framework and to the system of

performance based allocations.

Harmonization of Donor Procedures and Operational Policies
Harmonization of procedures is closely related to the framework of mutual obligations, which is

so well formulated in the Economic Commission for Africa’s (ECA) Compact for African

Recovery: once recipient countries have done their ‘homework’ by formulating and

implementing pro-poor policies, donors need to respond by reducing the burden of

administrative procedures and by streamlining their conditions into a framework of mutually

agreed objectives. I am therefore grateful to the World Bank for outlining so clearly the various

initiatives in the field of harmonisation of procedures. I believe the Bank’s involvement is crucial

for the outcome of the efforts in harmonisation because it is a major player in this area. I agree

with the Bank’s general conclusion that so far the overall progress toward harmonisation has
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been rather limited and that an integrated approach is required, covering relevant aspects such as

building institutional capacity at country level and promoting appropriate donor behaviour.

However, the proposed integrated approach needs clarification, particularly the link between

efforts at the national level by the government and by donors at the local level, and initiatives at

donor headquarters level. The paper applies a rather static distinction between initiatives at

agency/institutional level (focusing on harmonisation) and initiatives at country level (primarily

focusing on capacity building). Though this distinction is relevant for conceptual reasons, it is

remarkable that both categories are  described as almost separate worlds. Little attention is given

to the way the two levels have to be interrelated. In my opinion agency level discussions on

harmonisation of procedures and operationalization at field level, preferably under the lead of the

recipient country, are two sides of the same coin! A case in point is the May 2000 workshop in

The Hague to which the paper refers several times. The result of this workshop was not only the

UK Department for International Development’s Donor Accountability Study (an ‘agency level’

initiative) but also a study of experiences with pooling of technical assistance under sector-wide

approaches (a ‘country specific’ initiative). Both studies have the same objective: making things

work at country level.

The Bank should also elaborate on its own role in harmonisation efforts, especially on how it can

apply greater flexibility in its own procedures to better suit the needs of the recipient country.

The best way for the Bank to promote harmonised donor behaviour is to take the primary role in

assessing government capacity, benchmarking the need for improvement, and measuring

improvement over time. I encourage the Bank to expand the joint implementation of diagnostic

instruments for institutional and fiduciary purposes like the Country Financial and

Accountability Assessment (CFAA). I welcome the joint bilateral and multilateral donor mission

to prepare Burkina Faso’s CFAA, as a follow up to the SPA work in Burkina Faso.

A quick scan of Dutch Embassies in recipient countries has also confirmed that Bank staff are

adopting an increasingly open and cooperative attitude at field level. Nevertheless there is room

for improvement. The following issues were raised:
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1. The Bank is perceived to apply burdensome and time-consuming procedures which slow

down the faster moving bilateral donors in the case of co-financing. In some cases there is a

time lag of more than a year.

2. The Bank is reported to communicate insufficiently to bilaterals on the decision-making

process in Washington.

3. Harmonisation with the Bank is mostly limited to co-financing arrangements where Bank

rules and regulations are applied. The Bank does not seem to be able to channel its money via

baskets which are based on the procedures of bilateral donors (‘reversed cofinancing’).

4. IFIs do not seem to be making progress among themselves in harmonising their procedures.

With these reports from the field level in mind, I am concerned about the proposal to develop

‘global good practice standards’ for procurement, financial management and environmental

assessment. This may easily lead to an inflexible approach, which does not take country specific

circumstances into account. Of course this does not imply that I take fiduciary responsibility

lightly.

It is clear that harmonisation of procedures involves a change in donor behaviour. In this context

organising joint donor missions to save institutional capacity in the country and streamlining the

different sets of reporting requirements and conditionalities could be helpful. These are just

examples relating to operational issues. More importantly, the donor community should first of

all have a longer term vision: to strive for a division of labour, based on the Poverty Reduction

Strategy. Secondly it follows that donors should shift away from projects which are inspired by

their own agendas and move as much as possible towards the Sector Wide Approach and

national budgetary processes. This is the ultimate ‘harmonisation’ agenda. I am deeply

committed to continuing our efforts, and with a great sense of urgency since, as the paper notes,

progress to date has been uneven and limited.

Promoting Integrity of the International Financial System
The fight against financial abuse helps strengthen the international financial system. The

institutions with expertise in this field, like the OECD and the Financial Action Task Force
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(FATF), have rightly placed this topic high on their agendas. I support the international attention

for this important issue.

A role for the Bank and Fund in advancing financial integrity is already embodied in their

financial sector work. A greater focus on this field may be desirable where lack of financial

integrity constitutes a bottleneck for development, or where abuses of the financial system

threaten macro economic stability. In any event, neither the Fund nor the Bank should take over

the tasks of the previously mentioned institutions. They should rather support the efforts of the

other institutions through their ongoing work in the financial sector, and work more closely

among themselves. To go beyond that would go against their mandates.

Guidelines for Public Debt Management
I welcome the publication of the Guidelines for Public Debt Management. The importance of

debt management for the soundness of public finances must not be underestimated. The

Guidelines should become a standard set of best practices in the field of sovereign debt

management. I expect them to become a valuable basis for technical assistance to member

countries, as well as for surveillance by the Fund. Adequate management information systems

are a prerequisite for government debt management. Therefore, I would like to emphasise the

importance of developing accurate debt recording and reporting systems, on the basis of uniform

standards. This is an area in which UNCTAD is most active (I refer to the Debt Management and

Financial Analysis System or DMFAS), and coordinated efforts are therefore needed.


