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Introduction

We enter the 21st century with over 7 million children dying before their 1st birthday
each year and 11 million before their 5th birthday.  There are also 113 million children
without even five years of schooling.

It was against this background that, in the year of the United Nations Children’s Summit,
we hosted a conference in London in February on International Action against Child
Poverty - meeting the 2015 Targets. We were pleased that Jim Wolfensohn, Horst Kohler
and a number of ministers and heads of major international organisations were able to
attend, and that Kofi Annan and Nelson Mandela could participate by videolink. There
was consensus there to use the International Development Targets as a common
framework, including to guide the policies and programmes of the World Bank and IMF
and to assess their effectiveness. The World Bank’s Strategic Framework, which we are
now discussing, reiterates this commitment.

Our objective is to ensure that the children of today’s poor children do not also grow up
to be poor, and by securing real progress in systematic poverty reduction the children of
today can look forward to a better future.  We welcome the strong commitment of the
Bank to increase investment in human development and the fact that 38% of IDA lending
is devoted to this.  We urge the Bank to continue to maintain a focus on securing the
objective of universal primary education by 2015 and gender parity by 2005.

The process currently unfolding in Africa - the Millennium Africa Plan and the Global
Compact with Africa - is an important opportunity: a new partnership with Africa,
encompassing individuals, governments, multilaterals, OECD and developing countries.
Together, it is possible to achieve real progress.

World Bank Group Strategy in Middle-Income Countries

In considering poverty and particularly its effect on children, it is important to remember
that large numbers of the World’s poor live in middle income countries. We welcome the
work of the Task Force on Middle Income Countries, which emphasises that the
overriding objective for engagement in these countries must be to tackle the structural
and systemic causes of persistent poverty.

We also welcome the Bank’s recognition that it must secure a strong policy dialogue with
countries if there is to be real progress on poverty reduction.  Projects alone will not
achieve this.  Policy based lending is the right way forward and we strongly support the
proposals of the Task Force for making more use of adjustment lending where this is
appropriate, including programmatic lending within a medium term policy framework.

Responding to the Task Force’s recommendations implies new way of doing business for
the Bank. Historical patterns of lending must no longer drive the portfolio - we expect to
see lending responding to the strength of a country’s commitments to poverty reduction.
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The Bank’s Country Assistance Strategies should set out clearly the rationale for its
involvement and the impact it Bank  expects to achieve.   We support the principle of
asking countries to produce their own  policy and strategy statement, although more work
is needed to take this agenda forward.  Firstly,  the Bank needs to set out how far the
proposed Letter of Development Strategy can approach the role of the Poverty Reduction
Strategy in low-income countries in providing an overarching framework for joint
working by the IFIs and bilateral donors. Secondly, it is important to be clearer on
whether the key principles of ownership, participation and partnership which we have
signed up to in low-income countries will form the basis for assessing the quality of
Letters of Development Strategies.  Thirdly, the Bank needs to consider how elements of
performance-based lending can be incorporated into the IBRD allocation process.
Fourthly, we urge the Bank and the Fund to parallel their commitment to improved ex-
ante poverty impact assessment in low-income countries with a similar commitment in
the middle income countries.

Poverty Reduction Strategies

We are very impressed with the continuing efforts and commitment of governments and
civil society in the poorest countries to produce strategies for poverty reduction.  We
have reached a point where we can see the beginning of a real and lasting shift in the
ownership and sustainability of policies.

But the poverty reduction strategy approach was not just about seeking changes in the
way that developing country governments tackle poverty. There is also an onus on donors
- both multilateral and bilateral - to support and embed this new approach through the
way we do business.  We must match the efforts and flexibility of the governments and
people of developing countries with  stronger  and clearer commitments to support sound
poverty strategies.

We welcome, therefore, the progress report for the Development Committee on Poverty
Reduction Strategies, and particularly its focus on new ways of working for the Bank and
the Fund.  We are disappointed, however, that progress in several areas has been slower
than anticipated at the Annual Meetings. There, we strongly endorsed the proposal for a
new Poverty Reduction Support Credit (PRSC) to allow the Bank to provide financing
directly in support of countries’ poverty strategies.  We placed special emphasis on the
need to make programmatic financing available in the context of a medium term policy
framework which would match countries’ own policy commitments, and which would
help countries manage their budgets, by signaling in advance of the budget cycle how
much financing would be available. Agreeing the guidelines for the PRSC took some
time, but we are pleased that they have now been passed by the Board.

Similarly, we are concerned that progress has been slow in actioning the commitment
made by the Fund and the Bank in August to work together to consider the ex-ante
poverty impact of major macro and structural policy changes. Transparent assessments of
the poverty impact of proposed reforms ought to make a strong contribution to widening



3

and deepening participation and informing debate on the content of national strategies.
We appreciate that this kind of analysis is not always simple, but it is important that the
Fund and the Bank begin to develop and test a practical approach.  Ideally, the analysis
would form an integral part of the Poverty Reduction Strategy process. Not all countries
will have the capacity to carry out this work themselves, therefore the Fund and the Bank
must take a lead in supporting a new approach. We urge them to produce a timetable for
this process.

We strongly support the new guidance on Joint Staff Assessments of PRSPs. This has
clearly built on the principles that we signed up to in Prague, particularly the recognition
that starting conditions will vary a great deal, and that the intention of assessments is to
signal and track the direction of change and extent of movement.  As well as the technical
areas for assessment which are outlined, it is essential that Bank and Fund staff be more
open in describing the key political opportunities and threats to the poverty strategies  -
there must be the political space for building true partnerships and genuine commitment
to poverty reduction. National poverty reduction strategies are the foundation  that guides
a country’s efforts towards achieving the International Development Targets.  It should
not be constrained by the mandates of its international donors, just as it cannot be defined
by their priorities and interests.

The Progress Report rightly signals the overriding importance of the quality of public
expenditure management in improving service delivery for poor people.  We welcome
the energy with which both the Bank and the Fund have recently been tackling these
issues. We particularly welcome the Bank’s development of a new analytical tool - the
Country Financial Accountability Assessment or CFAA - and commitment to involve
other partners in the CFAA process. There are real opportunities for all donors to work in
partnership with governments and use the CFAA as a platform for prioritising support.
We also urge the Fund to retain a high profile in this area of work, including through
monitoring and reporting on progress.

Harmonisation of Operational Policies and Procedures

All donors now agree that greater harmonisation is needed to make development
assistance more effective, especially in aid-dependent low income countries who have
limited capacity to manage donor assistance.  As a development community we have
agreed to harmonise our aid strategies for poor countries around country-led PRSPs.
Accordingly, we are aligning our country assistance strategies around our partner
countries’ policy frameworks.  But as the Harmonisation paper shows, we have made
much less progress in matching this with improvements to aid implementation
arrangements.  Our key priority in helping countries to implement PRSPs must be to
reduce the proliferation of donor policies, procedures and practices.

The Harmonisation paper provides a useful overview of current initiatives.  It
appropriately identifies financial management, procurement and environmental
assessment as priority areas for early action.  But we believe the conceptual framework it
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presents needs to focus less on convergence amongst donors, and more on convergence
of donor procedures and practices around government processes.  Harmonisation of
donor procedures is a step towards the ultimate goal of channeling reserves through
partner government systems once these have been strengthened.  However, as the paper
notes, parallel donor disbursement, accounting, reporting, and auditing systems are at
odds with our broader objective of helping partner countries develop sustainable
institutional capacity to deliver PRSPs.  This is particularly a problem in the area of
public expenditure management, where weaknesses in country capacity are a particular
concern in terms of tracking HIPC debt relief.

Efforts to improve donor harmonisation should take account of our longer term capacity
building goal.  We believe our immediate aim should be to help strengthen the
institutions of government by the way we provide external assistance.  The starting point
for accelerated action would be for the Bank and donors to synchronise aid management
processes around the beneficiary country’s resource planning and budgeting cycle. This is
one priority for action in-country which is immediately feasible for most donors and
MDBs.  It is also an area where the Bank can benefit countries by acting unilaterally.  We
believe a second priority is for the Bank to reinforce the roles of a country’s legislative
oversight bodies by working with them to account for and audit aid funds.

We welcome the Bank’s commitment to do more itself, and we look forward to a Board
discussion in the autumn on what more it can do.  We also welcome the recent
establishment of the Development Assistance Committee (DAC) Task Force on donor
Practices and urge all members to contribute to identifying areas where significant
change can be achieved during its two year remit.  We believe that harmonisation and
capacity building in public expenditure management are of such importance to the
implementation of PRSPs that we should routinely revisit progress in both during the
Annual Meetings of the Development Committee.

HIPC

We applaud the sustained efforts, energy and commitment demonstrated by HIPC
governments and World Bank and IMF staff that resulted in 22 countries qualifying for
exceptional debt relief last year.  At the time of our Spring Meetings last year - some six
months after the revised HIPC framework had been agreed - only 5 countries had reached
Decision Point.  It was already very clear that accelerated progress in implementing HIPC
would be essential.  We warmly welcome the determination of the international
community to take forward HIPC in the spirit of our renewed focus on poverty reduction
and country ownership, spelt out in the PRSP approach.

By the end of last year, more than $50 billion of debt relief had been agreed.  On average,
around two-thirds of HIPC countries’ debt stock will be cancelled, and over $800 million
is being released in each of the next three years for spending on poverty reduction, with
greater sums in subsequent years.   This is an important achievement, and we look to
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HIPC countries to continue to pursue accelerated economic growth and poverty
reduction, and to reach their Completion Points.

But the HIPC Initiative was about more than lifting the burden of debt of these poor
countries in the short term.  It was designed to give countries a permanent exit from their
debt problems, a secure future, free of the spectre of unpayable debt, that has such a
damaging effect on the lives of the poor.  We welcome the recent paper on Maintaining
Debt Sustainability, that presents analysis and detailed information on each of the
qualifying HIPC countries.   It shows that, in many of the qualifying countries, HIPC has
provided a secure foundation, and, for many, the prospects of maintaining debt
sustainability now rest in the hands of their governments.  With continued assistance
from the international community, most countries should be able to avoid re-acquiring
high levels of debt.

However, the paper makes clear that the prospects are varied. In some cases, no matter
how well governments manage their finances, the chances of escaping future debt
problems are not good. There are a few countries which are expected to complete the
HIPC process with levels of debt some way above the current HIPC sustainability ratios,
and this must raise questions about the implementation of the Initiative.  Seven of the 22
countries are forecast to exit HIPC with debt to export ratios above 150%, and more
worryingly, three of these are expected stay above this threshold for over a decade.  The
higher their ratios the greater the risk of default, so it is important that countries stay
below the HIPC target levels.

We agree that it is important to treat countries equitably, but that does not necessarily
mean applying the framework in exactly the same way in all cases.  In revising the HIPC
initiative we expected that, at Decision Point, countries would have the greatest level of
debt, in comparison to their export earnings or revenue, than at any other time.  Or, to put
it another way, we thought that it would always benefit countries to have their relief
calculated at Decision Point.  But,  for some, this assumption does not hold.  For
example, unusually high export earnings in the years before Decision Point can lead to
debt ratios rising ahead of Completion Point.  We strongly urge the IMF and World Bank
staff to review the options for calculating debt relief to ensure that the enhanced HIPC
Initiative does provide a robust exit from their debt problems for all countries committed
to sound economic management.

Shocks are also  a serious threat to countries maintaining debt sustainability.  We reaffirm
the importance of using the provision in the HIPC framework for revising debt relief at
Completion Point if countries have received a shock, and we urge governments and the
international community to develop better capabilities for responding to shocks.

Looking ahead, we hope that some countries will be able to qualify for debt relief this
year.  We place particular importance on potential qualifiers being assessed comparably
with existing qualifiers, in the same spirit as we did during  the latter part of 2000, on
poverty reduction.
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New borrowing is also clearly a key factor in determining debt sustainability.  We note
the substantial increases in growth and export earnings projected for HIPC countries, and
urge governments to strive for these, to improve the prospects for reaching the
International Development Targets.  But clearly new borrowing -  based on the
assumption that these rates will be achieved in future - is risky. We encourage lenders
and borrowers alike to be disciplined in extending and taking on new liabilities.

Guidelines for Public Debt Management

Primary responsibility for continued debt sustainability lies with developing countries
themselves.  We welcome the recent 'Guidelines on Public Debt Management' produced
by the IMF and World Bank as a very useful contribution to improving debt management
and overall public expenditure management in developing countries.  The issues raised  -
of transparency, risk assessment, audit and co-ordination - are all common sense
principles which should be adhered to by debt management authorities.

We need to recognise that low income countries face particular debt management issues
which need to be addressed specifically, such as a small domestic debt market, weak
capacity and a high reliance on international concessional finance.

Technical and management capacity in this and other areas cannot be built up overnight.
It will require a long term commitment by developing countries themselves and donor
lending agencies (both bilateral and multilateral). It is also important that a government's
management of public debt is accountable to a wide constituency within the country
itself, not only to creditors.  Governments will need to decide the most appropriate means
to bring about this increased accountability, one of which may be through parliamentary
oversight.

Assistance to Post-Conflict Countries and the HIPC Framework

It is with regret and concern that we note the number of countries still affected by
conflict, and the huge costs of this carried by the poor.  It is essential that we demonstrate
to countries in conflict a clear route to re-engagement with the international community
and renewed assistance, following a peace agreement.  The window of opportunity in the
immediate post conflict period is often short-lived. It is critical to demonstrate to the
population a clear peace dividend, to lessen the risks of hostilities re-emerging.

All of us have our part to play, and we welcome the paper "Assistance to Post Conflict
Countries and the HIPC Framework", about the role of the World Bank and IMF. We
underline the importance of the Bank and the Fund ensuring that sufficient, high quality
staff resources are allocated to this work; and to work closely with the relevant UN
agencies.  The proposal to make IMF post-conflict emergency assistance available on
concessional terms is welcome.
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One of the major blockages to the IMF and World Bank providing rapid assistance in the
post conflict environment is arrears, which also act as a barrier to qualifying for debt
relief.  While we recognise that there are important issues of track record, moral hazard
and equity of treatment which the Fund and Bank must consider, it is also important that
arrears do not constrain a country’s efforts towards peace and poverty reduction. We
must keep working to derive imaginative solutions to these issues on a case by case basis.

Leveraging Trade for Development - World Bank Role

Trade remains vital to development policy, to promote economic growth and poverty
reduction and to ensure the success of other development assistance. Development
policies must thus be coherent and mutually supportive. Increased trade is particularly
important for the poorest countries: export growth rates in the majority of HIPC countries
must move beyond historic rates and, in some cases, significantly so, to gain medium
term financial sustainability.

We strongly endorse recent efforts by the World Bank to increase its trade-related
operational activities and we hope that this will continue. We are pleased to see the active
role the Bank is taking, in close partnership with other agencies, in the recently revised
initiative for the Integrated Framework.
We believe that the approach outlined, focusing on mainstreaming trade within the
context of country-owned development strategies and on the prioritisation of technical
assistance requirements, is sound.

A coherent and comprehensive approach to trade and development must also take
account of the market access impediments faced by developing countries.  We therefore
welcome the work that is being undertaken by the World Bank and IMF in this area.

Global Public Goods

At the Annual Meetings, the UK - as well as other countries - encouraged the Bank to
take an active but selective role in the provision of Global Public Goods, based on a
careful consideration of the aspects most important for poverty reduction, its comparative
advantage and the potential for partnerships with other organisations.

We are pleased to see from this Progress Report that the Bank has begun to sharpen its
focus. We welcome the firm commitments to strategic partnerships. Effective
relationships with the UN agencies are critical in the health and environment fields. The
Regional Development Banks have particular strengths to offer in the provision of
regional public goods. We strongly endorse the statement that country-based lending and
non-lending programmes should remain the bedrock of IDA and IBRD’s activities. This
year’s Global Development Finance highlights the crucial importance of core and
complementary activities at the country level to underpin regional and global
interventions.



8

We also endorse the approach taken, to examine the Bank’s role on an issue-by-issue
basis. We look forward to the environment and knowledge strategy papers, and to more
detail in due course on the other areas. These papers should set out the relationship
between the Bank’s activities at the country level (grounded in the PRSP process for low
income countries) and actions needed at the regional or global level; how the Bank’s
work will fit in with the work of others; and how these efforts will contribute to poverty
reduction. There are important issues which should be addressed in the knowledge
revolution paper about poor people’s access to new technology and what this can achieve.
The question should not be how to bridge the digital divide, but how to use new
technology to bridge the poverty divide.

We agree that financing issues should be kept under review. Here, too, it is important to
make effective use of partnerships, between the World Bank and other multilateral and
bilateral agencies, as well as with private foundations and the private sector. Governance
issues also need to be looked at closely. We must ensure that developing country views
are heard; that there are appropriate accountability arrangements for interventions outside
country-based frameworks and that the conditions exist for effective implementation.

We would welcome regular updates about the Bank’s Global Public Goods work. These
reports should give a clear indication of the Bank’s unique role in each area, how
strategic partnerships are progressing, and the impact on poverty reduction. The
Operations Evaluation Department’s review of the Bank’s global partnerships should
inform this work.  In addition to these reports, the Executive Board should be closely
involved in decisions about new proposals for Bank involvement in Global Public Goods
interventions as they arise.

HIV/AIDS Action Programme

We endorse the Bank’s efforts to mainstream HIV/AIDS programming into all sectors.
The UK is also stepping up its efforts to combat the global threat posed by the pandemic.
We agree that a common approach to concentrate donor resources in support of agreed
priorities and to avoid creation of multiple, overlapping funds is desirable.  In this spirit,
the UK is working with a number of partners, including UNAIDS, to develop a single
Health and HIV/AIDS Fund to tackle the major communicable diseases of HIV, TB and
malaria.  Such a Fund could both increase access to critical commodities to tackle these
diseases and also generate new and better drugs for the future.  Funds would flow in
support of nationally led processes and priorities, and would be additional and
complementary to other initiatives such as IAVI and GAVI.

We congratulate the World Bank for responding to the challenges of the HIV/AIDS
pandemic and the calls at last year’s Spring Meetings for an accelerated response, by
launching the Multi-Country AIDS Programme.  We also welcome the Bank’s continued
contribution to IAVI and GAVI.
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The Multi-Country programme is important in mobilising resources in support of
countries’ efforts to strengthen their national HIV/AIDS response and to build the
necessary health care systems for HIV/AIDS and other communicable disease programs.
To increase national response capability, and to avoid possible duplication or
undermining of efforts to develop sector wide programme support, Multi-Country
programme projects should minimise the vertical nature of planned project inputs.  It is
also important that the Multi-Country programme does not undermine efforts to nurture
emerging National AIDS Councils and to support National AIDS Strategies.  The Bank
should avoid projects with pre-conceived designs, and pressure to approve projects
quickly must not be at the expense of necessary and transparent country consultation and
long term sustainability. We look forward to discussing lessons from the Bank’s initial
Multi-Country experiences in due course.

IMF/World Bank Roles in Promoting Integrity of the International Financial
System

Money Laundering is a global phenomenon impacting on both developing and developed
countries’ economies. International cooperation is central to the effective combating of
financial crime – particularly with the globalisation of capital movements. We welcome
the IMF and World Bank Boards’ recent decisions to recognize the Financial Action Task
Force (FATF) 40 Recommendations as the appropriate international standard for money
laundering and encourage the Fund and the Bank, working in collaboration with FATF,
to incorporate the relevant FATF 40 Recommendations into a Reports on the Observance
of Standards and Codes (ROSC) module as soon as possible.

Building effective dialogue between countries and international institutions is a necessary
prerequisite for effective control of financial crime. We strongly support the continued
expansion of regional FATF - like bodies committed to the fight against money
laundering, and believe that it is important to build upon these regional initiatives to
enhance the global fight to restrict and deter the international flow of criminal funds.

Effective Insolvency Systems: Principles and Guidelines - Creditors Rights

The Bank recently trailed its Principles for Effective Insolvency and Creditor Rights
Systems.  We believe these are a useful addition to the codes and standards framework,
and we welcome the consultation exercise which aided their development. In preparing a
set guidelines for the implementation of this code,  it will be important to take account of
the varying circumstances of countries. We are therefore encouraged by the Bank's
intention to develop guidelines which provide incentives for appropriate and pragmatic
solutions to the distinct implementation challenges faced in each country. We strongly
support a set of guidelines that not only focus on the interests of immediate creditors and
debtors but also on other interested groups such as workers.
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Conclusion

In the coming months and years, we must take whatever action is required to ensure the
2015 targets are met in every country.  The aim will be, year by year, country by country,
to improve the impact of our work in support of the world’s poorest people, and to ensure
that the poor children of today will not hand on their poverty to the next generation.


