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Millennium Development Goals: 
From Consensus to Momentum 
(Global Monitoring Report 2005) 

 
 The 2005 Global Monitoring Report (GMR2005) provides the Development 
Committee (DC) with valuable material to exchange ideas around the Millennium 
Development Goals (MDGs) and translating consensus into action. The document 
translates highly technical research and diagnostic work into lessons, messages and 
policy recommendations that are easy to understand and debate, a necessary cond ition if 
we want the discussion of the MDGs to have a broad outreach.  
 
 We also want to commend staff’s for reflecting their research findings in the 
document with objectivity and free of geopolitical bias, a starting point that we as DC 
members should fo llow if we want this meeting to produce useful outcomes that may 
contribute to the achievement of the MDGs’ by the 2015 deadline. 
 
 This report covers many topics. We want to center our comments on three of 
them: growth (chapter 2), trade (chapter 4) and increasing aid (chapter 5).  
 
1. Growth 
 
 Although economic growth alone is not the magic prescription to achieve the 
MDGs and eradicate poverty around the world, it certainly should be the main pillar to 
build the path towards achieving these objectives. As the report acknowledges, growth 
alone reduces poverty directly (1st MDG) and expands resources and capacities for other 
development targets (rest of the MDGs). While average growth in the developing world 
was the highest in more than a decade (6.4%), its trend showed wide disparities across 
countries and regions, Sub-Saharan Africa in particular.  
 
 The report is right in admitting that, historically, it has been far more difficult to 
sustain growth than to initiate it, and that specific priorities and sequencing of actions to 
promote it necessarily vary by country. As a result, there is not a simple recipe to achieve 
sustained economic growth. Nevertheless, history has shown that the overall recipe does 
need to include several ingredients: monetary stability, a well functioning judicial system, 
a liberal trade policy, a sufficient and modern infrastructure, openness to foreign 
investment, no restricted areas for private investment, free capital movements, a 
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competitive tax structure, an educated labor force, flexible labor laws, an adequate 
regulatory environment and a strong inhibition of monopolistic behavior.  
 
 The above is a demanding list that is certainly difficult to put in place even 
gradually, but these ingredients must be part of the recipe if the objective is to promote a 
favorable investment climate and continued productivity increases. 
 
 The pace at which this agenda should be put into practice must be defined at the 
country level. Many governments do not have the political wherewithal to implement 
them at once or within a short time span and thus they might prefer to define their 
development strategy in accordance to their political and social reality. However, private 
investment will follow if some basic ingredients are there, such as monetary stability, a 
reliable judiciary, competitive taxes, open capital markets and, above all, the widespread 
expectation that the government will pursue a reform agenda.  
 
 Country ownership may bring a virtuous circle towards economic growth: it does 
not only give countries an incentive to commit to reforms, but also the freedom to choose 
what kind of country and society they want to build or consolidate. Moreover, the 
ownership of a strategy and the commitment to reforms that sustain growth also show 
donors and partners the seriousness of a country’s development vision, and gives them 
the incentive to increase aid flows and technical assistance. 
 
 A lot has been learned about the essential policy elements to achieve this, and the 
final mixture of ingredients goes beyond the recipes found in mainstream traditional 
economic literature. Precisely from this perspective is how growth should be discussed: 
while there is not a single magic policy prescription that works for all, after half a century 
of development experience we know what may work and what certainly does not work to 
spur economic growth. 
 
2. Trade 
 
 The report is correct in acknowledging that improved market access for 
developing countries would boost economic growth, which in turn will help make 
progress towards reaching the MDGs. Since according to standard trade theory and 
empirical evidence over the last 50 years shows that free trade is a win-win proposition, 
we concur with the report’s recommendation that multilateral, reciprocal, non-
discriminatory trade liberalization offers the best way for all countries to win from trade.  
 
 We also agree with the report’s statement that high income countries should lead 
by example, because they have the capacity to do so. This should by no means be an 
excuse for developing countries to wait first for the example and then to move ahead on 
the trade liberalization agenda. 
 
 As a matter of fact, many developing countries have pursued trade liberalization 
policies that have set an example for the international developing and industrial 
community. Such is the case of Chile, which today is one of the most open economies in 
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the world. When Chile started its borrowing relationship with the World Bank, it felt 
under the category of IDA countries. Today, Chile is a high Middle-Income Country 
(MIC) with a US$5,000 per capita income, and its success development story has been 
accompanied by gradually opening its economy and inserting it into globalization. 
Chile’s general average tariff stands at 2% today, and practically has eliminated all non-
tariff barriers. 
 
 Another example is Mexico, which implemented a significant reform agenda 
since the mid-1980s after the debt crisis that triggered the so-called “lost decade in Latin 
America”. The country turned 180 degrees from a closed economy based on import-
substitution to a unilateral liberalization that started with the entrance of Mexico to the 
GATT, and was followed by a Free Trade Agreement (FTA) with the US and Canada. 
Today, Mexico is not only another high MIC, it also is the country with the largest 
network of FTAs worldwide. Its web of almost 40 FTAs gives Mexican entrepreneurs 
access to a potential market close to 1 billion consumers in the Americas, Europe and, 
more recently, Asia. Moreover, since FTAs have become binding agreements and part of 
Mexican and international law, they have been crucial in anchoring and locking- in many 
structural reforms in the country. Furthermore, since this trade liberalization agenda has 
been fully country-owned and driven, there is no risk of going back. 
 
3. Increasing Aid 
 
 We acknowledge the recommendation of substantially increasing the level and 
effectiveness of official development assistance (ODA), and we appreciate many donor’s 
efforts for increasing aid flows following up their Monterrey commitments. Nevertheless, 
in this framework of increasing aid and using 2005 as a signal to implement the 
Financing for Development agenda (F4D), we welcome the report’s advice to developing 
countries about seriously increasing their efforts to mobilize more domestic resources to 
support growth and progress towards the MDGs, in particular, revenue administration 
and efficiency of public expenditure, among other institutional and governance issues. 
Moreover, it is crucial that developing countries build on progress in reforms and policies 
that enhance their ability to attract non-debt non-aid capital flows, especially Foreign 
Direct Investment (FDI), as the report recommends.  
 
 We consider that this advice weights as much as increasing official aid flows for 
two reasons: first, while there is a commitment according to the Monterrey framework to 
increase aid flows, recipient countries must always bear in mind that there is a voluntary 
element in bilateral development assistance, because this flow is a function of many 
domestic variables, some of them highly sensitive and political. Second, moving towards 
non-debt non-aid financial flows will also give developing countries the incentive 
towards building on the pillars of the Comprehensive Development Framework (CDF), 
which is the construction of an attractive investment climate and empowering people. 
This is particularly important because there are many examples of developing countries 
that have been able to substitute official assistance for FDI and their flows to finance for 
development increased substantially. Such is the case of China and several economies of 
East Asia. Moreover, when developing countries move towards a strategy to gradually 
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switch to non-debt non-aid financial flows they start a virtuous circle that, if fully 
country-owned, will anchor future structural reforms and leave the debate about 
absorptive capacity behind. 
 
 In this context, we want to stress to DC Ministers that the quality, timeliness and 
effectivity of financial flows for development is just as important as their amount. Much 
has already been done to address these issues in Multilateral Development Banks 
(MDBs) and other International Financial Institutions (IFIs), but we encourage the DC to 
recommend to substantially scale-up this work. 
 
 The needs of some of the MICs of the constituency that we represent may serve as 
an example of our point of increasing not only the quantity, but rather the quality of 
development finance. Mexico, for instance, has been able to find alternative sources of 
financing, and has recently been following a policy to mobilize domestic resources to 
address the development needs of the country by beginning to refinance MDBs’ debt not 
only with international private markets when a competitive opportunity appears, but also 
with issuances in the domestic market in local currency. This strategy allows the 
government to mobilize domestic resources for development free of exchange-rate risks 
and has in itself a significant development impact because it helps develop and deepen 
the local capital markets and contributes to shield the economy against adverse external 
shocks. 
 
 However, this does not mean that Mexico, a MIC with poverty levels close to 
50% of the population, does not appreciate MDBs’ assistance, but quite the contrary: 
what this means is that the quality and flexibility of the assistance should increase and be 
tailored to the country’s needs. In this line, we welcome that the Bank has changed its 
operating model with Mexico from a Country Assistance Strategy (CAS) to a Country 
Partnership Strategy (CPS) where technical assistance, advice, flexibility and contingent 
financing according to the client’s needs are the main pillars.  
 
 This emerging Bank-client relationship model is a positive evolution in the 
philosophy of MDBs’ lending and will certainly contribute to make financial 
development flows less conditional and more effective. Moreover, because this model is 
based upon partnership and mutual accountability, ownership and commitment as well as 
continuity towards achieving common goals –such as meeting the MDGs on time— is 
ensured. 
 
 Some results are already observable: since the implementation of Mexico’s CPS, 
the Bank has increased its portfolio of financial products available to clients. For 
example, in some projects with Mexico the Bank has offered financial engineering with 
derivatives such that multi-tranche, hard-currency loans are disbursed and repaid in local 
currency. 2 Through a swap, the exchange-rate risk is transferred to international markets, 
and this case is an example where the quality of the product fitted to the client’s needs 
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was as important as the quantity of the financial flow committed.3 Moreover, this 
innovative and flexible way of financing is a win-win proposition to all partners —the 
Bank, the country, and the markets— which anchors the partnership spirit, creates the 
appropriate incentives for the promotion of local markets and increases the resources 
available to finance for development towards common goals such as poverty-reduction 
and human development. 
 
 We also observed that other clients are following similar ways to increase and 
make development assistance more effective. Such is the case of Costa Rica, Poland and 
Lithuania, which have recently submitted CPSs to the World Bank Board of Directors for 
their consideration. We are certain that the outcome of this work will benefit all DTCs, as 
many of the lessons to increase the quantity and quality of assistance through 
partnerships, flexibility and mutual accountability may also be applicable to Low-Income 
Countries (LICs) later. 
 
 Furthermore, we consider that the development advice and technical assistance of 
this partnership model may yield knowledge dividends that will benefit all clients and 
shareholders of our cooperative. For instance, the evolution of Mexico’s relationship with 
the Bank shows how the country has benefited significantly from the institution’s advice 
in critical moments of its economic history, where Bank’s diagnostic and 
recommendations were particularly useful. The lessons learned from the experience did 
not only benefit Mexico, but also strengthened the World Bank’s team, and they have 
been able to deliver results with other clients facing similar problems and provide better 
analysis when conducting FSAPs and ROSCs4 for BWIs member countries. 
 
 Moreover, the dividend knowledge is also a result of operations. For example, 
IFC’s guarantee for a municipal project in Mexico not only opened the door of sub-
sovereign finance for other client countries in different regions of the world,5 but also 
contributed to create an expert municipal finance team in the Corporation for the benefit 
of all clients. 
 
Moving Forward: Financing Modalities toward the MDGs  
 
 We welcome the proposals to find innovative ways for the donor community to 
increase the financial flows for development to reach the MDGs on time. We commend 
WB and IMF staff for the thorough analysis of the International Financial Facility (IFF) 
and the Global Taxes (GTs) proposal, and we would like to wait for further progress in 
the consensus-building around the initiatives and for more theoretical and empirical 
evidence of the welfare gains, deadweight losses and intergenerational issues of the 
proposals. 
 

                                                 
3 We want to commend the work of the IBRD/IFC country teams and the World Bank’s financial complex. 
4 Financial Sector Assessment Programs and Reports on the Observance of Standards and Codes. 

5 Johannesburg, South Africa (IFC/R2004-0038). 



 6 

 Without getting into the political and technical debate around the IFF and GTs, 
we would like to stress that as MDBs remain healthy from a financial perspective and are 
able to generate income through active lending, their ability to transfer resources to 
facilities such as IDA, to provide grants and concessional financing, increases.  
 
 To achieve this, the Bank needs to remain active with credit-worthy MICs with 
large absorptive capacity. This has been the spirit of the World Bank cooperative over the 
last sixty years, and from this perspective the  work on innovative and flexible financial 
products and the ability to provide high quality technical assistance and advisory services 
remain essential to keep the Bank attractive to MICs. 
 


