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The five reports for our consideration strike the right balance between the broad 
coverage of the Bank’s activities, and an in-depth analysis of timely topics. The scope 
covers, as in past years, the two main areas of Bank activities: building capacity, and 
generating opportunities.   
 
Taking Stock 
 
The review of recent developments across the five areas of scrutiny points to a mixed 
track record. On the upside, good governance has progressed apace in a number of countries, 
with events such as free and fair elections to underscore the importance of principles such as 
transparency, checks and balances, and due process. In others, lower-profile but no less 
important work is progressing on strengthening public financial management and 
procurement systems. Middle Income Countries (MICs) have grown at consistently high rates 
that appear to be sustainable. They appear to stem from, and contribute to, a gradual global 
economic integration to benefit all countries. Solid gains have been booked by the Education 
For All (EFA) Fast Track Initiative (FTI). Enrollment rates have increased sharply, and are in 
all likelihood directly attributable to the EFA FTI. Conflicts across poverty-afflicted regions 
have regressed, allowing for new infrastructure projects to expand access to energy. 
 
On the downside, technical and financial resource needs remain glaring. Progress on 
governance remains fragile, as capable institutions with clear mandates are sorely missing 
where progress needs to be entrenched. In the poorest countries, the uncertainty associated 
with dysfunctional states often preempt entrepreneurs from investing in the country’s future. 
Opportunities to benefit from trade are missed while local institutions to help cope with the 
new challenges of liberalization remain to be established. EFA FTI relies firmly on decision-
making and implementation mechanisms that are distinct from the budget process, thus 
undermining ownership in the era of greater donor coordination. Greater energy use is 
invariably associated with climate change and pollution--two externalities that require clear 
global thinking and agreement.  
 
Discerning the Outstanding Agenda 
 
The outstanding agenda is bound to remain wide and challenging. In areas where progress 
has not been booked, it will be important to convert our frustration into inspiration, and adjust 
our interventions to conquer or avoid obstacles. State-building, access to energy for the poor, 
and international trade facilitation fall in this category. 
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In areas where progress has been strong, second or third generation challenges emerge. 
The rapid growth of MICs will require new ways in which to ensure equity between their 
people, and poses a particular challenge to the Bank in tapping their experience to the benefit 
of its poorer clients. As regards education, more primary education graduates will expect 
schooling in much more expensive secondary education, and ultimately employment 
opportunities to put their skills to good use. 
 
Reaffirming the Bank’s Role 
 
The Bank’s mandate remains as relevant and purposeful as ever. Its business model is 
fundamentally sound, although it is slated to benefit from some tweaking. Its primary 
client remains the government of the client country, and its approach of banking on its 
relationship when it serves the public interest is the right one. The new willingness by the 
Bank to exercise more judgment in its financing decisions is welcome, as long as it does not 
compromise the Bank’s reputation as a professional and apolitical organization.   
 
Its two main lines of activity remain (i) finance; and (ii) policy advice. In providing 
customized services to MICs, the Bank will need to loosen the link between its financing and 
advice. Financing must remain available, especially in economic downturns that require 
interventions of a fiscal nature. The Bank’s responsiveness is likely to come from process 
simplifications within the Bank. In the meantime, uninterrupted engagement on the policy 
front will benefit from a basic package to which all members eligible for borrowing are 
entitled. Additional services to MICs should be considered with some form of compensation 
for the Bank.   
 
Looking Forward – Staying the Course 
 
The ripening of the Bank’s thinking on governance has yielded a few important findings, 
one of which is that the existing frameworks to address it are broadly adequate and effective. 
We are strongly supportive of Management’s decision to use them more extensively, and 
believe that this can lead to noticeably better results. Another important finding is the sound 
grounding of the Bank’s interventions in the country’s own PRSP--illustrative of a better 
understanding of the supporting role of the Bank as a bank, with niche expertise in specific 
policy areas, not as the primary decision-maker. In this connection, the Bank must be 
comfortable supporting programs and projects that are not necessarily best practice at the 
design stage, as long as they are conceptually sound and likely to be implemented effectively. 
 
The MIC strategy also appropriately reflects the idea that the Bank should ultimately 
respond only to proposals that are clearly articulated by the client. It does not propose a 
shift of strategy, but mostly tweaking its various components to retain this demand-driven 
character. A number of prior adjustments in the course of the year, such as the elimination of 
pool loans, are an illustration thereof. This approach has our full support. 
 
The success to date of EFA FTI is a rare achievement. Not only were the expected results 
achieved, but the manner in which this was done had been clearly mapped out. The realism of 
this approach, despite design complexity due to wider donor coordination issues, is a good 
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example to emulate, and should be broadened to countries where the objectives have yet to be 
reached. When assessing the trade-offs of successfully schooling children with the need to use 
country systems more broadly, our pragmatic bias makes us lean toward the former.   
 
The Bank’s work on access to energy, and especially energy in Africa, is not new--we 
have supported it then, and we will support it for years to come. Our views are fully 
aligned with the Bank’s on most points, including the need for massive investments in 
production, transmission, distribution, and, last but not least, competent and effective 
regulation.  
 
As regards the Doha Development Agenda, the Bank’s main role is one of advocacy for 
the poor--a role it has fulfilled well, and should keep on fulfilling. Its message is based in 
solid analysis and its voice is that of the poor, who are otherwise at pains to articulate a 
coherent message. We encourage a rapid resumption of the Doha trade negotiations. We are 
confident that when they do, the Bank’s message will be heeded. In the meantime, the Bank’s 
role in supporting poor countries in adapting to a freer international trade environment 
deserves full support. This aspect of the Bank’s trade-related work should continue unabated 
in order to help countries benefit from trade liberalization. 
 
Looking Forward – Going Prudently Where No One Has Gone Before 
 
Ratcheting up the profile of governance within the Bank, and in the dialogue with client 
countries is mainly a question of leadership. Problems of governance are multi-facetted and 
often so deep-seated as to be political. Difficult and sensitive calls will need to be made at the 
senior-most levels of the Bank when the credibility of the Bank’s message on governance will 
be undermined by pressure to disburse. When these cases materialize, we will be supportive 
of Management, as long as it will have taken all necessary steps to demonstrate that all 
countries are judged by the same objective and transparent standards. The answer is to be 
found in some form of due process, anchored in the Country Assistance Strategy (CAS) 
framework--with predictable terms of engagement for each of the necessary scenarios over a 
medium-term time horizon. Specifically, there will need to be a commitment from 
Management to (i) discuss with the Board circumstances that would invite shifts of 
engagement under an original “veil of ignorance” (i.e., the scenarios); (ii) come back to the 
Board for consultation when a decision to change its engagement looms; and (iii) work on 
pulling together an array of standard indicators that are readily observable in most client 
countries. 
 
The high profile that has been given to the themes of governance and anticorruption 
needs to be handled carefully. The CAS is also the right instrument with which to secure the 
backing of the Board, as it strikes the right balance between the multilateral endorsement of 
the terms of engagement, and the discretion that Management needs to implement it. 
Importantly, for Management respond flexibly to changing circumstances, there is a need for 
an array of standard indicators to be assessed as a whole to justify any one case, and for 
Management to exercise discretion in doing so after making a case to the Board.   
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We believe that there is scope for refining the MIC strategy. Specifically, we are not in a 
position to conclude that the Bank is doing all it can to support the MICs, since we are 
missing an analysis of the effects of marginal adjustments to the price of loans. We look 
forward to this analysis in the future, without prejudice to the Bank’s requirement to make 
only financially prudent proposals. At this stage, given the Bank’s very sound balance sheet, 
we may be passing up opportunities to make deep inroads in poverty. 
 
As a matter of principle, the political decisions, including the budgetary decisions for 
primary education, need to be taken in the client country, lest we dismiss the principle of 
ownership. While the earmarking of donor resources to education has underpinned the success 
of the FTI, it can also become an obstacle to sound budget management for countries that are 
ready to take charge of their resource management. For them, distinct resource allocation 
processes create difficulties in apportioning the proceeds of debt relief efficiently and 
effectively, and in generating adequate fiscal space. In the case of the EFA FTI, we look 
forward to innovations that will allow implementation mechanisms to coexist with country 
systems, while explicitly and methodically brining the EFA resources within the budget 
discussions. We look forward to new suggestions in the coming year.   
 
We support the subtle paradigm shift that the Investment Framework for Clean Energy 
puts to us. Rather than debating the need for transition to a low carbon economy, it takes it as 
a working assumption, and proposes ways in which to achieve it. We support this paradigm 
shift, and encourage the Bank to strengthen its mechanisms to deal with the problems of 
collective action and different understandings of the country-specific paces of transition. 
Given the Bank’s limited resources and the massive challenge of “transition” to a low carbon 
economy, we urge it to focus any new initiative on the issue of “transition” rather than 
“adaptation.” Without prejudice to the need for early action, we find that the challenge of 
adaptation can probably be tackled by individual countries by mainstreaming it in current 
sector policies--with steady and continuous Bank engagement through its traditional channels.  
 


