
DEVELOPMENT COMMITTEE 
(Joint Ministerial Committee 

of the  
Boards of Governors of the Bank and the Fund 

on the 
Transfer of Real Resources to Developing Countries) 

 
SEVENTY-THIRD MEETING 

WASHINGTON, DC – APRIL 23, 2006 
 

 
DC/S/2006-0024 

 
April 23, 2006 

 
 
 
 

 
 
 
 

Statement by 
 

Mr. Didier Reynders  
Deputy Prime Minister and Minister of Finance 

Belgium 
 

on behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, 
Luxembourg, Slovakia, Slovenia and Turkey 

 
 
 
 
 

 
 
 
 
 
 
 
 
 

 



 

 

Statement by Mr. Didier Reynders  
Deputy Prime Minister and Minister of Finance of Belgium 

on behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, 
Kazakhstan, Luxembourg, Slovakia, Slovenia and Turkey 

at the 73rd Development Committee Meeting 
Washington, D.C. 

Sunday, April 23, 2006 
 
We welcome a Global Monitoring Report (GMR) that focuses more than any other in recent 
memory on implementation. As we pointed out in our previous statement to the Development 
Committee, we do not see irreconcilable divergences in policy agendas. While policy makers 
may discuss the relative emphasis and sequencing of policies, there is no one to challenge the 
assertions that basic education, primary health care, and a sound regulatory environment are 
public goods of paramount importance to development. Hence our satisfaction in welcoming a 
GMR that takes the discussion of development policy one step further towards better 
development effectiveness: implementation. 
 
Governance rightly takes a prominent place in the GMR. Its discussion of the implementation of 
reforms in client countries is usefully preceded by a presentation of a framework for monitoring 
governance. This framework is, in itself, a sound implementation measure for the allocation of 
IDA resources. But it also underscores the country specificity of equivalent governance 
arrangements, and the need for periodic reassessments of objective indicators taken together.  
 
The Implementation of Donor Harmonization Principles in the Health Sector 
 
The Paris Declaration goes back to March 2005, and does not have the novelty value that it had a 
year ago. Much of the progress since then has been much lower profile on a country-by-country 
basis. There is some frustration that its key principles have not been evenly put in practice, and 
without immediately visible results to boot.  
 
While accelerating progress on the Paris harmonization agenda is desirable in principle, one 
needs to be mindful not to accelerate work for the sake of reaching ambitious milestones, lest the 
progress become unsustainable. Reducing our frustration is largely a question of managing our 
expectations, and letting executives in donor agencies and recipient countries hack out the 
practical modus operandi. In fact, at this stage, we find much to rejoice about. When there are 
capable administrations in developing countries, they have confirmed that ownership could be 
greatly enhanced by donor coordination and alignment. Joint donor forums have been 
instrumental in keeping a constant and consistent dialogue between donors and recipients. A 
single policy framework supported by most donors has helped governments manage the 
predictability and volatility of aid flows - when their dialogue with donors is genuine.  
 
We support the ambition of accelerating progress for the Paris harmonization agenda in the 
health sector – and other sectors as well. As stated above, we see donor coordination as a joint 
effort between the donors and the recipient country government. Beyond clear principles, 
implementation is very much a country-by-country proposal. Progress is likely to be uneven, 
dictated by the different circumstances in each country. That is fine, as long as it is not due to 
lack of effort. 
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The Implementation of the Results Agenda 
 
Under the right country-specific circumstances, we see no compelling reason why progress could 
not be booked quickly for those tasks that befall donors in restructuring their cooperation among 
themselves (the interagency pillar of the concrete approach to the implementation of the Results 
Agenda, known as “Managing for Development Results” - MfDR). It rests on agreeing a 
common monitoring framework, common disbursement procedures aligned on those of the 
recipient country administration, and, perhaps most importantly, on leadership from the recipient 
country. The scaling down of donor institutions should also be considered to the extent that they 
have run their useful life, or if their business model is not compatible with the lessons drawn 
from experience.  
 
Beyond the importance of being able to allocate sufficient resources, for a government to be 
successful in delivering health care as much as any other service, public expenditure 
management must be made leak-proof and effective. In some countries, addressing the “country 
pillar” of the MfDR framework will require small adjustments to existing systems. In others, it 
requires a fundamental reengineering of the public expenditure management systems. In the most 
dysfunctional cases, it may require the recruitment of international staff to fill the critical 
positions and give credibility to financial management.  
 
A significant part of the country’s statistical system depends on accurate public accounting. 
Together with domestic revenue collection that is bound to improve with better financial 
management on the expenditure side, we believe that the most natural entry point in building up 
statistical systems is through Public Expenditure Management. Other statistical activities will 
nonetheless remain necessary, but are typically undertaken on an exceptional basis (surve ys). 
Permanent capacity is not as necessary for these tasks, and can be found in regional resource 
centers, such as AFRISTAT – which, incidentally, will help in making poverty data comparable 
across the region. 
 
Actions to improve the results focus on the Bank’s systems and instruments (the agency pillar of 
the MfDR framework) will in large part depend on a focus on the long-term. As we stated a year 
ago, this translates into three areas of reform (i) a strengthening of the delivery of client services; 
(ii) a simplification of planning and budgeting in Bank operations; and (iii) an overhaul of 
human resources management policies and practices. This should result in an increase in 
resources for advisory activities, judicious decentralization, and more senior and qualified staff 
on small country desks. To reach these objectives, there needs to be substantive minimum work 
programs for each country desk, and adequate staff incentives and managerial discretion to 
decide staff rotations.  
 
Governance: the Entry Point for Bank Engagement 
 
We believe that governance, and Public Expenditure Management in particular, is the area of 
choice for the Bank to engage the poorer client countries. Controlling the cash is the first step in 
implementing development policies – something all well-meaning administrations aspire to 
achieve. Therefore, as long as the banking relationship remains strong, the Bank should provide 
adequate technical and financial support to help the government improve its fiduciary standards.  
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The analytical basis with which to engage client countries on governance is extensive. The range 
of issues raised by the Country Performance and Institutional Assessment (CPIA) is but a general 
sample of the specialized knowledge that the Bank can bring to bear on governance. A solid 
banking relationship between expert staff and the client can leverage meaningful results, and 
help the emphasis of the dialogue to shift more toward policy issues. 
 
Achieving basic fiduciary requirements also holds the promise of fast improvement in donor 
coordination. With adequate standards, budget support on a programmatic basis becomes 
appropriate. Under these circumstances, donors collectively find it easier to base their financing 
on the country’s own budget, and their fiduciary requirements on the administration’s own PEM 
systems. However, it is worth noting that without adequate fiduciary requirements, budget 
support on a programmatic basis takes the focus away from sine qua non actions to improve the 
functionality of the administration.  
 
Frameworks for monitoring governance are useful, but should not be a substitute for discretion in 
managing the relationship with the client country. As a tactical decision, Management may 
decide to withhold financing as long as, under the current circumstances, based on country-
specific indicators, and in Management's judgment, this position is likely to achieve more for 
development than continued lending. 
 
However, even when the relationship with the client country has deteriorated dramatically, Bank 
financing can be justified. Bank interventions would then be rooted in a "global public good" 
rationale (across countries, but also across generations) compatible with its mandate – and allow 
the Bank to be consistent with the Performance Based Allocation framework. It is only a small 
stretch of the imagination to think of basic education as a means to manage the volatile 
combination of ignorance, poverty, and youth – not least in Low-Income Countries Under Stress 
(LICUS). The absence of support for basic education during one difficult year could cause 
irreversible damage to the education system, with catastrophic consequences for future 
generations, the country, and the sub-region. 
 
The day-to-day management of the banking relationship requires some discretion regarding the 
Bank’s course of action towards the country. In extreme cases, the swift and sweeping reaction 
of Management to grave and public developments of a fiduciary nature calls for transparency, 
and requires a tactful exercise in public relations. On the other hand, adverse publicity from the 
Bank toward a client country is hurtful and compromises the Bank's ability to resume lending 
later - something the Bank is uniquely equipped to do as a multilateral body, with other donors in 
tow. The strategic implications are better handled with a degree of multilateral consultation, 
since the day that the Bank will resume lending will almost always come. Circumstances change, 
and countries almost never die. Regimes may falter, and the Bank's decision to stop lending may 
have an impact on this. But the Bank's decision to stop lending cannot be taken based on this 
objective - it is just not within the Bank's mandate. As regards the Bank, there is no such thing as 
an end game in the management of its client relationships, and the use of adverse publicity would 
only make sense in this limited context.  
 
The Implementation of the Multilateral Debt Relief Initiative 
 
The Multilateral Debt Relief Initiative (MDRI), as a form of unconditional budget support, poses 
a particular challenge to the World Bank. Many recipient countries do not have systems that can 
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provide adequate assurances that transparency, checks and balances, and accountability are 
firmly entrenched. Nonetheless, we agree that they could make good use of debt relief, provided 
that the Bank is able to ratchet up its policy dialogue to improve the budget allocations and the 
country systems that will administer the proceeds of debt relief – with a view to managing the 
fiscal space provided by debt stock reductions.  
 
With the likely loss of some financial leverage, the Bank must focus ever more on the quality of 
its banking relationship with clients to achieve poverty reduction. While this effectively limits 
the temptation to see the Bank’s relationship with its clients in terms of rapport de force, it also 
provides beneficiaries with a sizable one-off opportunity to increase their borrowing – a situation 
that increases the risk of “free riding.” The Bank has adopted a purposeful framework to deter 
such behavior, but its deterrent effect is limited to the amount of financing that the Bank may 
withhold. It is, therefore, crucial that the donor community finds the right approach to address 
such behavior. Looking forward, we therefore see the MDRI as a unique opportunity to sharpen 
the Bank’s ability to use its moral suasion and technical advice, in cooperation with the IMF. 
Together with additional resources and contributions to offset forgone reflows, a sound advisory 
relationship will improve the conditions for faster development. 
 
The options with which poor countries will manage the fiscal space provided by the MDRI does 
not differ fundamentally from the ones available to richer countries. Faster development will 
require more resources and a more efficient use of resources (both in terms of allocative 
efficiency between expenditure programs and productive efficiency within expenditure 
programs). Improving the management of resource mobilization (including borrowing) and the 
efficiency of spending is, in large part a governance issue – thus underscoring the importance of 
setting up incentive systems that allow civil servants to perform as per their terms of reference.  
 
Clean Energy and Development 
 
The debate on the links between energy provision and development has also moved beyond the 
question of whether energy is necessary for development. It is. The question at hand is one of 
how to go about providing energy that does not compromise development through its impact on 
the environment. The willingness of donors to provide financing is a clear sign of consensus on 
this issue.  
 
The progress report proposes useful strategic paradigms to the debate. But given the current 
status of the debate, and the need for further analysis, it understandably does not venture to 
discuss practical next steps. We are willing to entertain all ideas on their merits, and see promise 
in a number of options – especially the ones that seek to enhance service in rural areas. At this 
stage, these options do not include nuclear energy – and will not until issues of security and 
waste disposal are addressed satisfactorily. 
 


