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Statement by Mr. Gerrit Zalm 
Minister of Finance 

The Netherlands  
 
 
This is the last Development Committee meeting Mr Wolfensohn will attend in his capacity of 
President of the World Bank.  On the first of June, he will leave a World Bank that has 
strengthened its commitment to poverty reduction and recognises the importance of interacting 
with civil society. A Bank that has also put equitable growth, good governance and the fight 
against corruption firmly on its agenda.  
 
Under Mr Wolfensohn’s leadership the Bank respects developing countries’ authority over their 
own development processes and recognises the importance of streamlining its policy 
conditionalities, of programmatic finance and of aligning its own policies with those of recipient 
countries. This all adds up to an ongoing commitment to working in partnership with 
multilaterals and donors. That is no small achievement. 
 
Under Mr Wolfowitz’ leadership we expect the Bank to build upon this legacy and to remain a 
driving force for marshalling better quality of aid, more predictable aid and more volume of 
resources to tackle poverty, by convincing donors to live up to their Monterrey commitment to 
raise ODA levels. Quite frankly, I feel that the international community should be more 
ambitious in order to reach the 0,7% target earlier than 2015 as stated in the report of the UNSG.  
 
Let me turn to the issues on the agenda of this Development Committee meeting. 
 
Global Monitoring Report 2005 
 
The Global Monitoring Report 2005 confirms that much has been achieved, but also that much 
more must be done to achieve the Millennium Development Goals. Not only in Sub-Saharan 
Africa but also in other regions: Asia has the largest number of poor people, Latin America still 
has major inequalities and in Eastern Europe and Central Asia there are significant reforms that 
require international support. 
 
My constituency commends the Bank for this report and supports its five-point agenda. This 
agenda is feasible but its success will depend primarily on all countries having the political 
courage to accept its implications. 
 
In my view, one important point merits additional attention: capacity building. 
 
The Global Monitoring Report recognises that developing countries are responsible for 
formulating and implementing their own development strategies for achieving equitable and 
sustainable growth. In the first place this requires capable, democratic and transparent 
institutions that can provide an enabling environment for growth led by the private sector and for 
scaling up service delivery to the poor in education and health. The 2004 Doing Business report 
and the conclusions of the WDR 2005: A Better Investment Climate for Everyone give evidence 
that deregulation and a better investment climate encourage foreign direct investment and lead to 
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economic growth, job creation and inclusion of the poor in economic activity. The WDR 2004: 
Making Services Work for Poor People highlights the importance of service delivery for 
eradicating poverty. 
 
Donor countries and international agencies can do a great deal to help. In addition to supplying 
sustained, flexible and predictable financial assistance, harmonising their efforts and aligning 
their procedures with recipient countries’ policies, they should address the current mismatch 
between the required financial assistance and the support offered. The Paris Declaration on 
Harmonisation and Alignment is very clear about this point. 
 
A good deal of funding is provided in the form of technical assistance, while funding of recurrent 
costs, in particular wages of teachers, doctors and nurses, is needed to provide for decent salaries 
and to invest in and preserve human capital in developing countries. Countries need this type of 
funding to develop and maintain capable, democratic and transparent institutions. Retaining 
capacity is especially important in the health and education sectors, where the need for progress 
towards the MDGs is the most urgent. 
 
Financing of recurrent costs should therefore not be limited to exceptional cases and need not 
always be phased out, as long as we take into account the recipient country’s fiscal sustainability 
and whether it has the ability and the will to continue financing these institutions after donor 
funding ends. Financing of recurrent costs by donors should be conditioned on sound fiscal and 
debt management policies of recipient countries. In this respect I would further like to stress that 
mobilizing domestic resources – for instance, by improving the tax collection rate – can be a 
major source of funding for development. 
 
Financing for development 
 
My constituency again calls on all donor countries to increase their levels of ODA to 0.7% of 
GDP or higher. The Netherlands gives 0.8% of its GDP in ODA.  
 
My constituency supports the idea of providing additional multilateral debt service relief to low-
income countries, to promote development and help them achieve the Millennium Development 
Goals. We believe that multilateral debt service relief should be part of a coherent, integrated 
development strategy, which includes further trade liberalisation. Therefore, we call upon 
countries, in particular those who support further debt relief, to actively advocate concrete steps 
in the run up to the important WTO meeting later this year in Hong Kong.  
 
We can make debt service relief more effective by adopting certain modalities, which I will now 
describe. 
 
First, we propose that debt service relief be available in principle to all IDA-only countries. That 
would guarantee equal treatment. Second, since debt service relief is in fact a form of budget 
support, it should only be given to countries with sound budgetary policies. If budgetary policies 
deteriorate, debt service relief should be suspended. Third, in order to reduce moral hazard, we 
should also make sound debt management a requirement for debt service relief. This implies that 
if a low-income country continues to borrow when it has exceeded its debt sustainability 
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threshold, again, debt service relief should be suspended. Finally, to encourage donors to 
participate in the debt relief initiative, my constituency proposes letting them decide for 
themselves which qualifying countries they want to grant debt service relief. The IMF and World 
Bank can play a coordinating role by monitoring which countries have a financing gap.  
 
The financing of multilateral debt service relief should be additional to other funding. The 
Netherlands is willing to contribute to IDA/AfDF debt service relief for our qualifying partner 
countries and poorer members of our constituency, in line with our share in IDA. To finance the 
IMF debt relief, the Fund could sell a relatively small amount of gold to create an investment 
account as part of its balance sheet. Only the accrued profits would be used for debt relief. This 
would make resources available for additional debt relief, and the financial position of the Fund 
and IDA/AfDF would remain solid. To limit any negative impact on the gold market, the 
proposed gold sale should in principle be accommodated within the current Central Bank 
Agreement for 2004 to 2009. We welcome the recent IMF paper on this issue.    
 
We hope other countries will support this form of debt service relief and by doing so will 
increase their ODA spending, in line with the Monterrey commitments. 
  
As for the recently agreed debt sustainability analysis framework, my constituency urges the 
IMF and the World Bank to implement this framework and to make future financing conditional 
on the results of the sustainability analyses.  
 
Representation of transition and developing countries 
 
The IMF and the World Bank are truly global institutions given their almost universal 
membership.  Their constituency systems provide for involvement of all countries in the 
decision-making process. This is a unique feature. The formation of constituencies takes place on 
a voluntary basis and it should remain like that. In this respect, I would like to point out the 
advantage of so-called mixed constituencies that contribute to a fruitful cooperation between 
debtor and creditor countries. The overall system of representation is sound.  
 
In addition, my constituency would like to point at the efforts made so far to strengthen the most 
heavily burdened constituency offices of the developing and transition countries. Naturally, 
improvements can be made in the effectiveness and efficiency of decision-making processes 
within the Bank. My constituency supports updating the amount of basic votes.  
 


