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This year provides an important opportunity for the international community to take stock 
of our progress towards the Millennium Development Goals (MDGs), ten years out from 
our target date of 2015.  The Global Monitoring Report 2005 is a helpful document both 
in assessing what has been done to date, and in providing practical suggestions as to 
where we need to go from here.  
 
Large parts of the developing world have been experiencing sustained economic growth, 
and global prospects are good for achieving the income poverty goal by 2015.  At the 
same time, the report notes that such growth cannot be found everywhere.  Sub-Saharan 
Africa lags behind the other regions; and even the fastest growing regions and countries 
still retain pockets of severe poverty. 
 
There is an emerging bipolarity in the performance of developing countries, as the 
weaker performers stagnate and the high performers sparkle.  The overwhelming majority 
of those weak performers are LICUS (Low Income Countries Under Stress), small, 
landlocked or remote economies.  We find many examples in the Pacific, as well as in 
Africa. Developing better ways for the World Bank to work with these difficult cases 
should be a key element of any strategy for achieving the MDGs.  
 
Global Monitoring Report 2005 
 
The Global Monitoring Report’s five-point agenda is a good framework for accelerating 
progress towards the MDGs, including the importance of country ownership, economic 
growth and trade reform, and the need to increase both the effectiveness and the level of 
aid.  
 
Initiating and Sustaining Economic Growth 
 
The report makes a compelling argument for the centrality of growth to poverty 
reduction.  As the report comments (p12), however, “the apparently limited growth 
impact of aid transfers, in combination with evidence on diminishing returns, implies that 
aid, by itself, does not constitute a growth strategy.”  National governments also need to 
address policy issues in areas such as governance, institutions and the regulatory 
environment.  This point has been well illustrated by the Bank’s Doing Business project, 
which has shown that investment climate reforms, at low fiscal cost, have huge potential 
to stimulate and finance growth.  
 
That aid alone is not a viable strategy is widely acknowledged, including in the Bank’s 
approach to dealing with LICUS countries.  However, more work needs to be done on 
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how to generate the improvements in policies and institutions that will help drive 
sustainable growth in these countries.  It would be desirable for the report to have better 
explained the lessons drawn from LICUS problems, and generalize from Sub-Saharan 
Africa to LICUS in other regions. 
 
Scaling up Service Delivery 
 
Effective service delivery is essential to achieving the human development goals of 
health, education and gender equality.  The focus in this chapter on outcome-focused 
strategies for improving health and education strategies, including a call for donors to 
take a more flexible approach to funding recurrent costs, will contribute to better service 
delivery.  However, any move towards providing more aid in the form of budget support 
must be conditional on a country’s capacity to manage the funding transparently, and 
donors being assured that funds will be spent effectively.  This should be judged on a 
country-by-country basis. 
 
Realizing the Development Promise of Trade 
 
It is common at meetings such as these for the participants to affirm the importance of 
completing the Doha Round, from which all countries can benefit.  The Bank’s estimate 
is that developing countries would obtain around one-third of the global gain from 
freeing all merchandise trade, well above their one-fifth share of GDP.  
 
Such sentiments, however, are rarely reflected in the positions of trade negotiators.  This 
is in spite of the fact that, as noted in this report (p23), most of the benefits of trade 
reform derive from countries reducing their own barriers to trade.  Unilateral reduction in 
barriers to imports can have a powerful economic stimulus, as has proved the case in a 
number of countries in this constituency.  Such reductions can have additional flow-on 
effects in developing countries, by driving institutional improvement and weakening 
vested interests.  
 
The Bank should continue to contribute to this debate by demonstrating the benefits of 
trade reform, and identifying where assistance needs to be targeted in order to realize 
these benefits for poverty reduction.  These benefits may involve transitional costs in 
some cases.  The Bank’s work on aid for trade has a major role to play here, addressing 
supply-side constraints and focusing on increasing the capacity of developing countries to 
harness the benefits from liberalization, for example through technical assistance on 
behind-the-border issues.   
 
The Bank’s work on an Overall Trade Restrictiveness Index has confirmed evidence 
available from other indicators.  However, its incorporation of WTO-approved health and 
safety standards into measures of non-tariff protection is wrong.  While scientifically 
justified phytosanitary standards may particularly affect the relevant exporters, this does 
not amount to protection.  Rather, it is an argument for assisting developing countries to 
achieve the behind-the-border progress necessary to meet defensible standards.  
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Increasing Aid and its Effectiveness 
 
The report makes a number of useful recommendations on improving the effectiveness of 
aid.  Effectiveness can be increased greatly through alignment and harmonization of 
donor approaches within development strategies owned and led by developing countries 
themselves.  We also support maintaining a performance-based allocation for IDA, 
untying aid and providing more flexible and predictable financing.  
 
Developed countries agreed at Monterrey to take concrete steps towards a target for 
overseas development assistance of 0.7% of GNI.  Our commitment remains to allocate 
increased financing where governance conditions and capacity indicate those flows will 
be used wisely and effectively.  A global “big push” does not seem consistent with those 
principles.  Substantial policy reform will be required in some countries before a 
doubling of aid could be absorbed, and a country-by-country approach is more likely to 
deliver sustainable development benefits.  
 
The public response to the tsunami disaster in South-East Asia has shown us that people, 
and governments, are willing to provide additional resources when faced with compelling 
need.  Developing countries can help to create a constituency for higher aid flows by 
demonstrating that aid resources are being managed well and delivering results.  
 
Keeping developing country debt at sustainable levels will be an ongoing concern if 
lending assistance is scaled up.  It is important to reinforce the message of the debt 
sustainability framework, that it is inappropriate for countries with higher levels of debt 
to continue to receive assistance in the form of loans.  We look forward to further 
discussion on debt relief at future meetings.  Financial assistance should be provided in 
the form that provides the best stimulus for growth and development, and in some cases 
additional debt relief may be warranted on that basis.  
 
Strengthening and Sharpening International Financial Institution (IFI) Support 
 
The report identifies a number of challenges ahead for the IFIs: deepening the poverty 
reduction strategy framework, building institutional capacity in low-income countries, 
adapting to the changing needs of middle- income countries, and focusing on research, 
partnerships and results.  However, there are a number of additional strategic challenges 
for the IFIs that should be more developed in future reports. 
 
IFIs’ harmonization and cooperation with their development partners needs more 
attention.  There is little discussion in the report about the role of the IFIs in relation to 
the wider development community, including the UN development agencies, the regional 
development banks, bilateral aid agencies and civil society.  
 
The continuing negative net flows to the IBRD suggest that the Bank needs to do more to 
reduce the costs to developing countries of doing business with it.  Similarly, the IFIs 
need to become more accountable for their internal use of resources, through continuing 
modernization of budget and management processes.  
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The IFIs are still struggling to find effective modes of assistance, and to scale up such 
assistance for those countries - primarily LICUS and small states - where aid mainly in 
the form of lending activity is not the right strategy.  In these countries, the Bank needs to 
shift away from financial products towards knowledge-based data collection, research, 
capacity-building, technical assistance and limited number of high- impact projects. As 
noted above, finding better ways to assist LICUS countries may be the single most 
important component of the IFIs’ contribution towards achieving the MDGs. This should 
not be seen in geographic terms as a problem of Sub-Saharan Africa.  Some African 
countries are success stories, whereas LICUS countries may be found across all regions. 
 
Financing Modalities Towards the MDGs 
 
The search for new or innovative financing modalities risks distracting attention away 
from more substantive actions towards achieving the MDGs, such as raising the volume 
and effectiveness of aid; improving policies and governance; and liberalizing trade.  
 
Financing increases in ODA through traditional mechanisms is simpler, cheaper and 
more transparent and more politically accountable than through the International 
Financing Facility (IFF) or the global taxation proposals.  Without a consensus favoring 
their adoption, and with the IFF Immunization pilot in the early stages of development, 
putting more IFI resources into their development would be unproductive at this point. 
Rather than continuing this debate at the level of the Development Committee, it may be 
time for those countries contemplating aid increases to choose their own preferred option 
and proceed independently, whether that be via traditional or innovative financing 
mechanisms.   
 
The work on blending, which is built on existing mechanisms, is promising.  We find it 
particularly apt for use in small countries with limited capacity to borrow from the Bank, 
and are glad to see it included alongside the financing options the Bank has traditionally 
offered to its development partners.  
 
Enhancing the Voice and Participation of Developing and Transition Countries 
 
The outstanding issues related to quota and share allocations need to be resolved.  In our 
view, proposals for change should be directed at correcting inconsistencies between 
actual quota levels/share allocations, and economic size.  Changes should also be 
consistent with effective decision-making processes.  Consistent with past practice, 
changes at both the IMF and the World Bank should occur in parallel, as representation at 
both institutions should be based on economic size 
 
Enhancing the voice of the smaller or slower-growing development and transition 
countries is most practically addressed through the measures currently being 
implemented, including capacity building in Executive Directors’ offices, secondment 
initiatives and improved board effectiveness. 


