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NOTE ON THE SIXTY-SEVENTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 

 The Joint Ministerial Committee of the Boards of Governors of the World Bank and the Fund 
on the Transfer of Real Resources to Developing Countries – the Development Committee – held its 
sixty-seventh meeting on April 13, 2003, in the Preston Auditorium of the World Bank in Washington 
D.C.  The meeting consisted of a single session, followed by the Chairman’s lunch for members on the 
same day.  The members circulated their statements in advance and these are part of this document; 
highlights of the Members’ statements were circulated by the Chairman and are also part of this 
volume.  The session started at 9:05 a.m. and ended at 1:10 p.m. 
 
The Agenda (Annex B) was adopted at the beginning of the session, followed by the discussion of the 
two topics (the first, a joint paper, entitled "Achieving the MDGs and Related Outcomes," which also 
included A Framework for Monitoring Policies and Actions and the Progress Report and Critical Next 
Steps in Scaling Up – Education for All, Health, HIV/AIDS, Water and Sanitation; and the second 
"Enhancing the Voice and Participation of Developing and Transition Countries.”).  The Communiqué 
(Annex A) was approved during the session and reflects the salient points of this session. 
 
With respect to the first item “Achieving the MDGs and Related Outcomes,” a report entitled 
“Achieving the MDGs and Related Outcomes: A Framework for Monitoring Policies and Actions” 
plus a companion  background paper have been provided.  These reports address a number of issues 
relevant to the strategy for achieving the MDGs and related development outcomes and have been 
prepared jointly by the Bank and the Fund in cooperation with the staff of partner agencies, as an 
initial response to the Development Committee’s request for proposals for monitoring the underlying 
policies and actions. 
 
Also as part of the first item, “Achieving the MDGs and Related Outcomes,” a “Progress Report and 
Critical Next Steps in Scaling Up:  Education for All, Health, HIV/AIDS, Water and Sanitation – 
Synthesis Paper” was prepared by the staff of the World Bank.  Four separate background papers, one 
on each of these subjects, were issued as addenda to the synthesis paper. 
 
Prior to this session, a Development Committee Deputies’ Meeting was held in London on April 1, 
2003, with representatives of capitals and some other institutional partners to focus on key issues 
regarding the items covered by the agenda in order to add additional perspective and help to bring 
focus to the Committee’s deliberations.   
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Note of the President of the World Bank, James D. Wolfensohn, to the Development Committee 
 

The April 2003 meeting of the Development Committee takes place against a background of 
considerable global economic and geopolitical uncertainty, affecting advanced and developing countries 
alike.  The Committee may want to consider the impact of these uncertainties on developing countries; 
the longer-term as well as short-term implications for developing countries of current global economic 
and financial developments; and the continuing work of the IFIs in helping developing countries cope 
with a difficult external environment. But we will want  to focus most of our discussion on progress in 
meeting the agreed Millennium Development Goals (MDGs), and the longer- term opportunity presented 
by the agreements at Monterrey, Doha and Johannesburg. The two items on our agenda provide the 
opportunity to take further important steps in ensuring that these agreements are implemented quickly and 
effectively as we work to meet the MDGs. 
 

Together with the IMF, we have suggested a framework for monitoring policies and actions 
needed to implement the Monterrey consensus and achieving the MDGs (Achieving the MDGs and 
Related Outcomes: a Framework for Monitoring Policies and Actions). There is also a separate  paper on 
progress and critical next steps in scaling up activities in education, health, HIV/AIDS, water and 
sanitation (Progress Report and Critical Next Steps in Scaling up – Education for All, Health, HIV/AIDS, 
Water and Sanitation). And together with the IMF we have provided the Committee, as requested, with a 
background paper of options for their discussion of ways to enhance the voice of developing and 
transition countries in the IFIs (Enhancing the Voice and Participation of Developing and Transition 
Countries), another important issue identified by the Monterrey Conference. 
 

Since the Committee already has separate notes on these issues, I will comment on them only 
very briefly giving my perspective on the points raised.  I am also taking the opportunity to report 
progress on a range of other specific issues the Committee has considered in the past, thereby removing 
the need for a series of longer separate progress reports. 
 
Global Economic Situation 
 

In the short term, slower growth in the high-income economies and continuing uncertainties raise 
still further the importance of the focus on the growth and trade agenda for developing countries.  In 
addition, some current economic and financial developments are likely to have longer-term implications. 
A particular feature of the current slowdown is the prevalence of debt-servicing difficulties in a world of 
low nominal income growth. While this is an important issue in advanced countries, it is the implications 
for financial flows to and debt burdens of low- and middle-income countries that are of most concern to 
the Development Committee and to the Bank.  Handling debt and debt sustainability issues in a world that 
is increasingly integrated and where financial markets play a crucial, but evolving, role is a key challenge 
for the future. 
 
Implementing the Monterrey Consensus 
 

The message of the Monterrey Consensus is a powerful one, and confirms the World Bank 
Group’s approach to supporting development.  It provides a framework of agreed actions and 
accountabilities for all parties, developing and developed countries alike – the actions needed if we are to 
succeed in reducing poverty and meeting the MDGs.  All are agreed that we have to focus now on 
implementation. When we talk about the need to scale up our efforts we mean the scaling up of efforts by 
all. We mean moving from individual successful projects to longer-term sustainable replication of 
projects to ensure that we reach all the people in the country or the region.  And by efforts we do not 
mean commitments, but actions that can be monitored and that produce scaled up results. 

 
In developing countries this requires the political will to implement not only sound 

macroeconomic policies, but also much more besides. Above all it requires good governance and an 
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environment conducive to private sector development and investment.  And it requires good and 
corruption-free public sector management so that the public as well as private sector is effective and 
efficient.  These are the policies needed for growth, and without growth there is no chance of success.  
Helping countries build the institutions and capacity needed for the purpose will require increased, 
sustained and coordinated efforts from donors and development institutions in capacity building in areas 
ranging from financial sector and corporate regulation to public expenditure and budgetary management.  
Developed countries have a further crucial role to play in promoting growth by improving market access 
for developing countries. 

 
We also know from our experience and research that growth alone, and the greater domestic 

resources it brings, will not be sufficient for many countries to reach the MDGs.  They also need policies 
to target resources and services to assist and empower the poor.  And they need more and better-targeted 
development assistance to support both the policies that produce growth and those that directly target 
poor people.  Such assistance must be used for its intended purpose, with proper accountability and 
directed at achieving results. Such assistance too is  part of the Monterrey consensus.  We know that 
development assistance is highly effective in supporting growth and reducing poverty when countries are 
following good policies with good governance.  The bottom line is that when countries have in place the 
necessary policies and institutions, then the international community needs to be ready to provide the 
needed external support.  

 
In short economic growth, pro-poor policies, effective and accountable implementation, and more 

and better aid are mutually reinforcing.  All four are needed if we are to achieve the MDGs.  I hope the 
Committee in its discussions will confirm this central message. 

 
Monitoring Framework for Policies and Actions to Achieve the MDGs  

 
Turning to the two specific papers before the Committee for the first item on the agenda, the 

monitoring framework which we have been developing with the IMF—in cooperation with the staff of the 
UN, other MDBs, WTO and DAC—for policies and actions to achieve the MDGs,  at present is still work 
in progress.  I want to underscore that this monitoring effort is based on an agreed division of 
responsibilities with the UNwith the UN taking the lead on monitoring progress in achieving the MDG 
outcomes and the Bank and Fund taking the lead on monitoring of policies and actions needed to achieve 
the MDGs.  Moreover, the monitoring framework for the Development Committee is grounded in the 
concept of institutional comparative advantage, with other agencies leading the monitoring work in the 
specific areas of their mandates and expertise.  As the framework  is improved and developed it should 
provide the Committee with a basis to track implementation of the actions needed by both developing and 
developed countries if we are to meet the MDGs.  I hope the Committee will agree that discussion of this 
item could be an important feature of its future meetings, starting this coming September.   

 
Meanwhile, we should discuss the key issues identified in this initial monitoring report.  For 

developing countries the report highlights three key areas for attention: strengthening the regulatory, 
institutional and financial environment, and the rule of law, to promote private sector activity; raising the 
quality of governance and strengthening capacity in the public sector, including stronger budget and 
expenditure management; and increasing the effectiveness of the delivery of the human development and 
related services to poor people. For developed countries they highlight the importance of increased 
market access for developing country exports, including the reduction of domestic subsidies in 
agriculture.  They also highlight the importance of more and better aid, including adequate support for 
global programs in education, HIV/AIDS, health and water, and implementation of the range of good 
practices and policy changes needed to improve aid effectiveness. 
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Sectoral Priorities 
 
The Committee has a separate report on issues that we face as we seek to scale up global efforts 

in four priority sectors that are key to meeting some of the MDGs (Education for All (EFA), HIV/AIDS, 
Water and Sanitation, Health).  As noted above, country actions in these sectors and international support 
for them will only be effective when set in the context of viable overall country strategies and budgets.  It 
is also clear that meeting the MDGs in each of these areas will require extraordinary endeavors both by 
developing countries and the donor community.  Progress, as in all areas, will also depend on success in 
securing faster growth and better governance, including better budget and expenditure management.  
Cross-sectoral synergies are key to sustainable outcomes on the ground. The EFA goal is perhaps closest 
to being within reach, but even there the global community needs to take prompt action to ensure that 
resources are available to support the countries that are policy-ready.  

 
Experience in each of these sectors illustrates a number of principles and lessons for the future 

that I hope the Committee will endorse.  
 

• First, there is the general approach we are following, most advanced in the case of EFA and 
embedded in the Monterrey consensus: increased support must be based on sound country driven 
programs both for overall policy (set out in PRSPs or otherwise) and for the sectors being 
supported.  There is no conflict between supporting individual sectors and overall country 
strategies, but we do need to make sure the two are consistent. 

• Second, where the right policy environment exists, the international community needs to be ready 
to provide the support needed to help countries meet the MDGs.   

• Third, resources need to reach recipient countries in the right form and with the right modalities.  
While some costs  will  be met from domestic resources, it is clear that in education and in health, 
the poorest countries will need continuing support in meeting recurrent costs. They also need  the 
assurance of disbursements to match their budget cycles, untied aid, and simplified and 
harmonized donor procedures.  In short, experience in each of these sectors illustrates the 
importance of making rapid progress on all the issues discussed further below under the heading 
of improving aid effectiveness.  
 

Country Strategies and Policies 
 
The CDF/PRSP approach is key to implementing Monterrey principles at the country level, and is 

now well established in a substantial number of low-income countries.  In the past six months full PRSPs 
have been completed in eleven countries, and although half of PRSP related documents have been 
prepared by African countries, progress has been made in all regions.1  To date twenty-seven PRSPs, 
forty-five interim PRSPs, and seven PRSP Progress Reports have been transmitted for Board 
consideration. The focus is increasingly on effective implementation of PRSPs. 

 
The Bank is continuing to support the knowledge base and skills for PRSP implementation. The 

principal challenge now for development partners, including the Bank and the Fund, is to support 
implementation with concrete steps to align their support better with country strategies at the country 
level.  As noted below, the Rome Declaration from the February High Level Forum on Harmonization 
commits to delivery of  development assistance in accordance with partner country priorities, and to 
adapting harmonization efforts to the country context.  Increasingly Bank Country Assistance Strategies 
are being better aligned with national strategies.  Bank and Fund staff are also engaging with other 
multilateral and bilateral partners to work out, on the ground, the scope for better alignment with PRSPs 

 
1 Countries which have brought forward PRSPs in the last six months are:  Ethiopia, Senegal, Mali, Benin, Ghana, 
Cambodia, Tajikistan, Kyrgyz Republic, Sri Lanka, Yemen, and Guyana.  Burkina Faso and Nicaragua  completed  
PRSP Progress Reports in this period. 
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in terms of conditionalities, a common framework for budget support, and disbursements consistent with 
country budget processes.   

 
We have also begun to better understand how CDF principles can be applied in middle-income 

countries, and are ready to support their implementation wherever there is clear country demand.  Several 
middle-income countries are already using CDF principles to develop an agenda for the sometimes 
complex and lengthy institutional reforms needed for economic success and to address issues of poverty 
and equity.  More broadly, we are also steadily implementing the strategy set out and endorsed by the 
Committee two years ago for continued Bank engagement in middle-income countries. 

 
We are also making special efforts to assist the group of low-income countries that suffer from 

weak policies and governance, including those with long-standing conflicts, the so-called low-income 
countries under stress (LICUS), countries that are unable to generate coherent country strategies.  Without 
progress in these countries, which include many of the world’s poorest citizens we may reach overall 
global targets but will leave out important areas of the world.  We are implementing a new approach, 
agreed last year, involving:  (i) working with countries to identify catalytic entry points for reform; (ii) 
joining forces with donors behind these priority reforms; and (iii) instituting change within the Bank 
Group to improve support to ‘neglected’ country programs.  We have selected seven countries as LICUS 
pilots. Country assistance strategies are focusing on increased socio-political analysis, rebuilding the 
knowledge base and financing entry points for reform, including a strong emphasis on improvements in 
social service delivery. Within the Bank our human resources and budget staff are working to bring 
skilled people and resources to the relevant country teams.  Finally, we are working more closely with the 
OECD/DAC, and with UNDP and bilateral partners at the country level: experience has shown that 
increased engagement (including joint missions) with our partners early in the strategy development cycle 
is critical, and we will build on this in the coming year.     

 
Aid Volumes and Aid Effectiveness  

 
Meeting the MDGs will require more and more effective development assistance. This is true 

whether viewed from the perspective of country needs identified in country strategies and PRSPs or from 
the perspective of sectoral requirements for resources to meet the MDGs. So far, additional commitments 
made by donors at and since Monterrey will, if implemented, increase ODA by some US$16 billion by 
2006.  While more will be needed, I believe that these commitments, if implemented in support of the 
MDGs, will allow us to increase our work in moving towards the MDGs, so long as they–along with 
existing commitments–are spent effectively and more wisely than in the past. A key test will be the ability 
of the international community to provide sufficient support for country programs wherever the policy 
and institutional setting is adequate and to assure the recipients that there will be certainty of future 
commitments. 

 
Improving effectiveness of existing and new aid programs must be a central part of our agenda.  

Annex 1 sets out progress being made and in prospect.  Recent and prospective policy and institutional 
reforms in many developing countries are improving the setting for aid and making it more effective.  But 
just as important are improvements in the operational policies, procedures and practices of donors.  To be 
most effective in reducing poverty, aid needs to be better targeted at the poorest countries, and at 
countries with credible reform programs. Within countries much more needs to be done to align aid better 
with PRSPs and country programs including sectoral programs, and to improve coordination among 
donors. Improvements in aid modalities also offer scope for substantial gains in effectiveness: untying all 
aid would produce very significant benefits for recipients, for example, so the agreements and continuing 
work by OECD/DAC in this area are crucial.  Donors and partner countries also need to move forward in 
implementing the commitments made in the Rome Declaration and elsewhere to simplify and harmonize 
aid delivery and management.  
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More also needs to be done to improve the results focus of aid programs.  Last September, the 
Development Committee endorsed a conceptual framework for Better Measuring, Monitoring and 
Managing for Development Results.  The framework is based on the premise that development results can 
be improved through increased management attention to them, as has been demonstrated through 
improvements in the quality of Bank instruments that followed the focus on quality since the mid-1990s.  
Following the September Meetings, management defined a Bank-wide Implementation Action Plan on 
managing for results.  This agenda calls for action in three areas:  first, actions to support countries as 
they try to define and monitor results; second, actions to change internal Bank incentives, instruments, 
and reporting to strengthen our focus on results; and third, actions to promote a global partnership on 
results to harmonize reporting and coordinate support for developing countries.  Implementation has 
begun, but it is an evolutionary process that will take time.  Early progress includes strengthening our 
support to countries in developing results-focused poverty reduction strategies and building statistical 
capacity to monitor results.  Piloting is also under way to sharpen the results focus of the Bank’s country 
programming and sector strategies, and to link the Bank’s work program more clearly to the MDGs and 
other country priorities.  Continuing consultations with partner agencies as well as discussions of the 
proposed IDA results measurement system have highlighted major challenges in introducing results-based 
approaches to development.  These include measurement and data issues that  have been brought center 
stage in the global development agenda, and will be addressed in a follow-up Roundtable on Results.  We 
will provide a more detailed  progress report on the results agenda for the Committee’s fall meeting. 

 
HIPC: Progress and Current Issues 

 
On HIPC, let me begin by noting that an OED Review recently examined the performance of the 

HIPC Initiative and the Bank’s role in it, concluding that the Initiative is likely to reach its original goal – 
to provide some of the poorest countries with much needed relief by reducing their debt stocks and debt 
service burdens.  But the Review also recommended that we clarify the purposes and objectives of the 
Initiative, improve the realism of growth forecasts, maintain standards of policy performance and increase 
the focus on pro-poor growth in the performance criteria.  Bank management is in broad agreement with 
these recommendations and has begun to implement them. 

 
The Initiative itself continues to make progress as indicated in a Statistical Update recently 

circulated to the Bank and IMF Boards.   Since the 2002 Annual Meetings, another two countries have 
now reached completion point, making it a total of eight to have done so, and 18 are now between 
decision and completion points. These 26 countries are benefiting from debt relief and represent two-
thirds of the total number of HIPCs as well as total estimated cost of the Initiative.   

 
Twelve HIPCs are yet to reach decision point. Most of these are affected by conflict, in several 

instances with large arrears outstanding. Where conditions have been conducive, the Bank has maintained 
its engagement through the LICUS initiative and nurtured the reform process through provision of 
emergency financial assistance.  

 
Among the 18 HIPCs between decision and completion points, many have experienced delays in 

reaching their completion points. Preparing high quality PRSPs reflecting broad consultation has taken 
longer than anticipated.  PRGF programs have experienced interruptions, often because of fiscal 
slippages. And progress with implementation of structural reforms has generally been slower than 
envisaged.  The staffs of the Bank and the Fund are working hard to help these countries overcome the 
obstacles to implementation, and in the meantime, the countries have continued to receive interim relief 
from IDA and most other creditors.  I am personally committed to approaching each case with due 
flexibility within the framework of the Initiative to assist in lowering the debt burdens of these countries 
and thus contribute to their efforts in reaching the MDGs.  

 
The framework has so far committed to the 26 decision point countries an estimated US$27.3 

billion of HIPC relief in 2002 NPV terms – of which the World Bank Group’s contribution is US$6.9 
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billion (equivalent to US$11.3 billion in nominal terms).  The total estimated cost for the 34 HIPCs for 
which we have data is expected to be US$39.2 billion in 2002 NPV terms, little changed from earlier 
estimates. The costs remain broadly equally divided between bilateral and multilateral creditors and do 
not include the possible costs of topping up in the future. 

 
I am pleased to inform you that in October the donor community came through with the necessary 

commitments to close the USUS$850 million financing gap in the HIPC Trust Fund to finance debt relief 
by key multilateral development banks.  In the months ahead, I expect that these commitments will be 
translated into concrete contributions 

 
Looking forward, the HIPC Initiative faces three key issues requiring careful consideration:  the 

methodology for calculating topping up, creditor participation and debt sustainability after completion 
point 

 
The existing methodology for calculating topping up at completion point, approved in September 

2001, is based on the principle that all other forms of relief are exhausted prior to calculation of relief 
under the HIPC initiative.  Some shareholders have asked that additional voluntary bilateral relief be 
excluded from topping up calculations at completion point on the grounds that this would improve equal 
burden sharing among creditors and increase the debt relief received by HIPCs.  Such a change in 
methodology would raise the estimated costs of topping up from about US$0.6 billion to about US$2.1 
billion.  In response to a further request from the Bank and Fund Boards, staff are preparing a more 
detailed report the on the costs and benefits of such a change to facilitate further discussion. 

 
Last September, the Development Committee asked that Bank and Fund staff do more work on 

creditor participation, including creditor litigation technical assistance and HIPC-to-HIPC debt relief.  A 
paper covering these issues was discussed by the Boards of the two institutions in March (see Annex 2 for 
further details).  Although participation by non-Paris Club bilateral creditors has improved (Bulgaria, 
India, Korea, and Libya recently agreed to participate), 23 such creditors remain outside the Initiative.  
Bank and Fund staff will intensify their efforts to persuade them to participate.  Where HIPCs are 
creditors to other HIPCs, staff will continue to provide assistance to resolve data issues that prevent the 
HIPC creditor from participating in the Initiative.  In cases where the cost of debt relief prevents a HIPC 
creditor from participating, we are exploring the feasibility of establishing a donor-financed HIPC-to-
HIPC trust fund and comparing it with other available options.   Staff are also exploring ways to help 
HIPCs settle outstanding commercial claims through possible expansion and more active use of the 
existing Debt Reduction Facility for IDA-only Countries.  Finally, the Bank’s current policy requires the 
Bank to be neutral and impartial in disputes between our members and third parties and precludes us from 
providing technical assistance to HIPCs engaged in litigation against creditors, or administering a donor-
financed trust fund that does so.  Instead, we propose to continue our efforts at moral suasion and, in 
addition, maintain support for improving debt management in HIPCs to help protect against spurious 
claims and provide an alternative source of information on the terms and conditions of contested claims.   

 
While debt relief may reduce the debt overhang of HIPCs, it does not guarantee debt 

sustainability over the longer term.  Striving to achieve the MDGs while maintaining long term debt 
sustainability requires multiple actions on the part of countries as well as development partners; debt 
relief is only one part of this broader agenda.  HIPCs need to continue with appropriate macroeconomic 
policies, prudent borrowing, sound debt management, and export diversification.  And the global 
community needs to remove barriers to trade, increase the volume and concessionality of external finance, 
raise grant funding levels, and ensure that financial and technical assistance is better coordinated and 
harmonized.  The IDA-13 agreement to provide grants to the poorest and debt vulnerable countries is an 
important step forward.  To improve their lending and technical assistance operations in support of debt 
sustainability and in order to obtain a wide range of views, the Bank and the Fund are together initiating 
seminars and workshops in this area with interested parties.  It is my intention to ensure that debt 
sustainability analysis becomes an integral part of the foundation on which our country assistance 
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strategies and lending operations are built.   It is important we do everything possible to help low income 
countries avoid the build-up of unsustainable debt, and that the Bank be a leading force toward achieving 
this objective.   

 
Financial Architecture 

 
The Boards of the Bank and the Fund have just completed reviews of the joint Financial Sector 

Assessment Program (FSAP) and the international standards and codes initiative. In the three years since 
the programs were initiated much has been accomplished.  As of end-December 2002,  44 FSAPs have 
been completed, 21 are underway and 30 countries have committed to future participation.  The pace of 
the ROSC (Reports on Standards and Codes) exercise has increased sharply in the last two years, with 
more than 340 modules now completed, covering 89 countries from all regions of the world and at 
different stages of development.  Through the dissemination of international standards and codes and 
through the country assessments,  the two exercises have made a valuable contribution to crisis prevention 
by identifying potential vulnerabilities and to helping countries strengthen their financial systems and 
related institutional underpinnings.  Learning from the experience gained over the past three years, we are 
streamlining and focusing both exercises to the specific needs of individual countries and to broader 
systemic concerns, while maintaining a sufficiently broad coverage.  Recent developments in developed 
and developing countries have underscored the importance of enhanced focus on corporate governance 
and accounting and auditing, where the Bank has stepped up its own work and partnership with other 
relevant bodies.  The Bank is also collaborating with UNCITRAL, the IMF and other partners in 
finalizing its Principles and Guidelines on Insolvency Regimes and Creditor Rights.  And together with 
the IMF, the Bank is helping countries assess and strengthen systems for debt management.  The most 
important task ahead for the Bank is to continue to build on all of the diagnostic work underway to help 
countries develop and implement systematic programs of capacity and institution building and to mobilize 
technical and financial resources for this task.  

 
The Financial Sector Reform and Strengthening Initiative (FIRST) was established to supplement 

efforts already underway on the part of the Bank and the Fund respond to this demand,  and to put in 
place a systematic mechanism for follow-up. The Bank, IMF, Canada, the Netherlands, Sweden, 
Switzerland, and the United Kingdom have now pledged more than US$53 million over the initial four-
year term.  I would like to thank donors for these pledges and invite others to join.  Although still 
relatively new, demand for FIRST assistance has been significant and from all regions of the world.  At 
this point, FIRST has approved 11 projects, and 30 projects are in the pipeline.  A variety of web-based 
systems to facilitate information-sharing among the donor community and developing country partners is 
also being developed, which we expect will enable timely delivery of  technical assistance and capacity 
building while reducing duplication in financial sector assistance. 

 
Combating money laundering and the financing of terrorism has become of increasing concern 

around the globe as the devastating effects of these criminal activities on  the integrity and functioning of 
financial systems, good governance, financial stability and development have become more evident.  
Because this is a priority for our client countries the Bank and the Fund have significantly expanded our 
joint work in this area. Last fall the Bank and the Fund Boards formally recognized  the FATF 40 
Recommendations for anti-money laundering (AML) and the 8 Special Recommendations for combating 
the financing of terrorism (CTF) as the AML/CTF standard, and launched a 12-month pilot program to 
conduct AML/CFT assessments and prepare associated ROSCs. The first AML/CFT ROSCs have 
recently completed under this program and we will report the results of the pilot to our Boards the next 
year.   

 
The Bank in cooperation with the Fund is conducting assessments for our client countries as well 

as working with our partners to focus client attention on sequenced and practical measure for building 
internal capacity. We have ramped up our assistance through individual country TA programs based on 
AML/CFT assessments conducted as part of FSAPs,  and have worked with the IMF and other key 
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partners to organize regional and sub-regional programs focusing on specific areas of concern to national 
authorities.  We have developed a series of Global Learning Dialogues targeted at policy makers, and 
public and private institutions responsible for implementation of the global standards.  Since September 
2001, the Bank and the Fund have undertaken 51 TA programs, including 40 programs in client countries 
and 12 regional and sub-regional projects. In December 2002 we launched a global TA database to 
facilitate delivery of TA and reduce duplication of efforts by TA providers. The global TA database, 
which is housed on the Bank website, is being used by all international and regional groups involved in 
AML/CFT including the FATF, FATF-style Regional Bodies, UN Global Program on Money 
Laundering, the UN Security Council Counter Terrorism Committee (UNCTC) and the regional MDBs.  
We presented the TA database as well as the Bank-Fund program of capacity building to the UNCTC 
special meeting for regional organizations in March 2003.  At the Spring Meetings the Bank and the Fund 
will launch an AML/CFT Country Reference Guide to provide in one place all the practical information 
needed to understand the global fight against money laundering and terrorist financing.  We are also 
incorporating AML/CFT issues, where relevant, into Country  Assistance Strategies and country technical 
assistance programs where weaknesses in the integrity of the AML/CFT regime pose a significant 
governance and development risk. 

 
Trade 

 
Monterrey underscored the central importance of trade to the attainment of the MDGs and of the 

need for vigorous actions on the part of both developed and developing countries.  At Doha the 
international community made a commitment to  collective action that holds the promise of truly 
integrating trade with development.  As we approach the halfway mark of the Doha Round with the 
upcoming Ministerial in Cancun, the challenge of translating the commitment in Doha into concrete 
results looms large.  Clearly agriculture is the most important and the most difficult issue on the agenda.  
As I have consistently argued, market restrictions and subsidies in agriculture are the single most 
important external impediment to tackling poverty in developing countries.  There are also contentious 
issues that need to be tackled on TRIPS and medicines, on Special and Differential Treatment and on the 
so-called Singapore issues (investment, competition, government procurement and trade facilitation). 

 
These are matters on which the WTO is in the lead.  The Bank is supporting the work of the 

WTO with analysis, advocacy and advice  based on the Bank’s strengths on analysis and policy research.  
On the basis of this work, the Bank has highlighted the key areas of action needed on the part of both 
developed and developing countries.2  The Bank is also collaborating with the IMF in improving our 
collective understanding of the impact of market restrictions and other interventions such as subsidies on 
developing countries.  Following a joint paper prepared last year on market access,3 Bank and Fund staff 
are now carrying out a detailed assessment of the impact of market interventions in key commodities on 
commodity-dependent developing countries.  At the regional level, the Bank is undertaking work—in 
Africa, Latin America and Asia—to maximize the development impact of regional agreements and to 
minimize their exclusionary effects by making them as complementary as possible to the multilateral 
process. 

 
The Bank’s principal comparative strength is in the integration of trade and development at the 

country level.  Over the past year the Bank has greatly stepped up its efforts on the country trade work.  
We recognize that the trade agenda facing Bank client countries today is more diverse, complex and 
multi-sectoral than the agenda of the past—it extends beyond the traditional “border” tariff and non-tariff 

 
2 For example, see Global Economic Prospects 2002: Making Trade Work for the World’s Poor, which highlighted 
the crucial link between expanding trade opportunities and poverty alleviation, and Global Economic Prospects 
2003: Investing to Unlock Global Opportunities, which emphasized the importance of growing global competition 
in creating opportunities for developing countries. 
 
3 Market Access for Developing Country Exports-Selected Issues, SecM2002-0456, September 27, 2002. 
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issues to include “behind-the-border” impediments to trade.  Accordingly the Bank is expanding and 
refocusing its analytical work on these issues.  Twelve diagnostic studies have been completed or are 
underway for the least-developed countries (LDCs) and these studies have been expanded to 6 non-LDCs.  
The recommendations are being incorporated into the Bank’s assistance strategies and lending operations, 
for example, in Senegal and Ethiopia.  The Bank is also stepping up its analytical work and operations in 
trade facilitation and logistics, both at the regional and sub-regional levels, for example, in APEC and in 
Africa, and in a growing number of countries.  The Bank is also expanding its support to strengthen 
public and private sector capacity in food safety and phyto-sanitary management, and has launched a 
Standards and Trade Development Facility in collaboration with WTO and the FAO that will build 
capacity in standards and regulations in food safety, animal and plant health.  While there is progress to 
report, there is much more to be done.  A more thorough review of the Bank’s current operational 
engagement and the challenges going forward is laid out in a paper to be discussed by the Board in 
advance of the Spring Meetings.4  

 
Private Sector Development and Infrastructure 

 
Private sector investment and productivity are key for the acceleration of growth and the 

attainment of MDGs.  Accordingly the World Bank Group is working on two major initiatives to 
strengthen the investment climate in developing countries: (i) country investment climate assessments 
underpinned by a common firm-based survey instrument; and (ii) the Doing Business project, a global 
database of key investment climate indicators based on expert-surveys.  We have carried out  over 30 
investment climate assessments to date. The work reveals that there are large variations in the investment 
climate across countries, and also across states or cities within countries.   Where the investment climate 
is better, firm productivity, growth, and job creation are higher – with concomitant gains for poverty 
reduction.  In parallel, the Doing Business project is aimed at providing an assessment of the quality of 
institutions and regulations across 110 countries.  Areas already covered include entry regulations, access 
to finance, contract enforcement, labor regulations and insolvency procedures. Together, this work 
provides a powerful tool to strengthen Bank country assistance strategies and programs – pinpointing 
specific priorities for reform, encouraging public-private dialogue, spurring change in a country’s 
business environment, and allowing countries and its partners to observe progress over time. 

 
Infrastructure needs remain pressing in developing countries.  Despite the public and private 

investments made in the 1990s, there are still huge gaps in coverage and access.  It remains a critical 
agenda for underpinning private sector development and achieving the MDGs, and is one in which the 
Bank Group has to remain deeply involved.  Around 1bn people have to use roads which are not all-
weather, and face disruptions in transport communications in some seasons.  Over 1.2 bn lack access to 
safe water, and nearly twice as many do not have improved sanitation.  Around 2.3 bn people lack access 
to modern energy, and 4 bn people on the planet have never made a telephone call.  Much of the 
investment for infrastructure will come, as before, from the public sector which funds around 75-80 
percent of the estimated US$250-300 bn of annual infrastructure investment in developing countries. 
Given the scale of the needs and the important role the Bank can play we will, with the support of our 
Board, be seeking to step up Bank Group investment in infrastructure, and at the same time - through our 
focus on policy reform and capacity building - leverage additional financial support from elsewhere. 

 
In today’s climate of hesitant private capital flows and widespread risk aversion, IFC and MIGA 

are playing a critical role in catalyzing private investment to emerging markets and other developing 
countries.  Another important dimension of the Bank’s catalytic role is SME development.  As part of our 
overall efforts we are planning to initiate a new program on SME development in Africa.  This initiative, 
which we aim to bring to the Board in six months, would combine the expertise and resources of the 
World Bank and IFC, working in collaboration with committed African governments and the private 

 
4 The World Bank’s Operational Trade Agenda:  Trade Progress Report, SecM2003-0124, March 25, 2003. 
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sector. It would involve a series of coordinated and focused programs addressing three key constraints; 
namely: access to capital, capacity building, and business environment.  

 
I am pleased that there is growing interest and commitment in the private sector to strengthen  

governance, to adopt improved practices on corporate social responsibility and to contribute more directly 
to development efforts in host countries.  The Bank Group is playing a catalytic role in supporting the 
efforts of the private sector.  As part of this effort, IFC in collaboration with the Bank has been promoting 
a broad based agenda on corporate social responsibility including by strengthening and promoting the 
harmonization of codes, advocacy on “doing the right thing” based  on economic self-interest, advice to 
governments, financial support to firms that adopt agreed norms and setting good practice benchmarks 
through IFC’s own investments.  The Bank is closely engaged in the discussions and is prepared to 
contribute to initiatives to strengthen revenue transparency and governance such as the Extractive 
Industries Transparency Initiative launched by Prime Minister Blair at the Johannesburg Conference on 
Sustainable Development. 

 
As you may know the deadline for the General Capital Increase (GCI) for MIGA was March 28, 

2003.  I am pleased to report that all eligible Category One and 71 Category Two member countries had 
partly or fully subscribed to their additional shares by this date. MIGA has received US$647 million, or 
76 percent of the US$850 million to be subscribed .  In addition, 38 countries have provided instruments 
of contribution, which was approved by an amendment of the Council of Governors in order to reserve 
the shares until payment is received. If these instruments are translated into actual payments,  MIGA will 
have received US$822 million, or 97 percent of the total amount. Of the 157 eligible MIGA member 
countries, 130 have now either paid or submitted an instrument of contribution.   

 
Voice and Participation  

 
The second item on the Committee’s agenda is a discussion of ways to enhance the voice and 

participation of developing and transition countries in the IFIs.  Together with the IMF we have, as 
requested, supplied the Committee with a note setting out a variety of options. These range from changes 
that would be relatively simple to implement, and which are indeed already being considered further by 
Executive Directors, to changes that would be more difficult or require agreement by Governors.  My 
own view is that we would do well to consider seriously all possible options for strengthening 
participation in our institutions by the countries that have such a great stake in our success or failure.  But 
this is a matter for shareholders to decide, and I look forward to taking this agenda forward based on the 
Committee’s discussion. 

 
Coherence and Partnerships 

 
A final issue that has been raised, and which is also part of the Monterrey agenda, is the need to 

further strengthen partnerships and “coherence” between the key multilateral economic institutions.  
Strengthening our partnerships with other multilateral institutions based on our respective mandates has 
been a core objective of the Bank in the past few years, and one that you know I have stressed as a 
fundamental pillar of the Comprehensive Development Framework.  Two principles have been key in our 
search for better coherence and cooperation.  First, in the interests of efficiency and effectiveness, the 
Bank has sought to work increasingly closely with all relevant partners, deferring to their work and 
judgments in areas where they have comparative advantage.  Second, at the country-level, where the 
needs for coherence and cooperation are greatest, the Bank has stressed and adopted the principle that all 
partners must align behind country-owned strategies. 

 
Since the Monterrey meeting, the Bank has placed even closer attention to ensuring coherence 

and better cooperation.  At the request of the Board, staff undertook a detailed inventory of our key 
partnerships in a paper that was just discussed by Directors on Coherence, Coordination and Cooperation 
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among Multilateral Organizations (SecM2003-0112).  As reported in the paper, there has been progress 
on many fronts: 

 
We have been steadily building on the vision for an enhanced partnership between the Bank and 

the Fund that Horst Kohler and I set out in September 2000.  We have been deepening our cooperation in 
supporting country programs through the PRSP and HIPC processes, and more recently using the agreed 
framework to guide our collaboration in middle-income countries as well.  And on thematic issues, we 
have both further strengthened our collaboration on financial sector work, standards and codes and 
AML/CTF, and also extended enhanced collaboration into new areas, most recently agreeing on a new 
framework for working together and with member countries on public expenditure issues. 5 

 
We have continued to strengthen our partnerships with the other MDBs. I reported on progress 

here at greater length in my note for the meeting of the Committee a year ago and recently we sent a joint 
"Update on Progress in MDB Collaboration" to all MDB Boards.  Over the last year we have launched 
cooperation on development effectiveness issues, including a co-sponsored workshop on "Measuring, 
Monitoring and Managing for Results" last summer;  moved forward on coordinating our CASs and 
corresponding regional bank strategies; and made good progress on the harmonization agenda, including 
at the February High-Level Forum on Harmonization in Rome, which was cosponsored by the MDBs.  

 
Given the crucial importance of trade for development, we have been building our collaboration 

with the WTO, and indeed have created a new Trade Department in the Bank. The Managing Director of 
the IMF and I will address the WTO Council next month on steps we are taking jointly with the WTO, to 
further strengthen coherence between our institutions, including in support of the Doha Development 
Agenda 

 

                                                

Building on the collaboration in the run up to Monterrey, we have given special emphasis to Bank 
collaboration with the UN and UN agencies.  An area of focus in the wake of Monterrey has been on how 
we collaborate on the MDG agenda.  While ensuring effective collaboration will require continuing 
attention on both sides, we have agreed that the UN would take the lead on country and global 
monitoring, and the Bank and the Fund would take the lead on monitoring policies and actions necessary 
to reach the MDGs, and in coordinating support for the PRSPs. 

 
Finally, we have also been building a stronger partnership with the OECD and OECD/DAC.  The 

partnership with DAC is crucial if we are to make progress in improving aid effectiveness.  And the 
partnership with the OECD offers a substantial pay-off in terms of synergies—with the OECD acting as a 
center for knowledge and expertise in respect of industrial countries on so many of the structural and 
social issues where the Bank is engaged with developing countries.   

 
I fully recognize that despite these positive steps, the challenge of delivering the development 

objectives of Monterrey can only be achieved if we deepen further our collaboration with the key 
multilateral institutions and in a way that assures overall coherence.  Towards that end we propose to 
develop a more systematic tracking mechanism of progress and areas of priority attention on which we 
will report back to the Board and to the Development Committee prior to the next meeting.  

 
Conclusion 

 
The framework of agreements, commitments and mutual accountabilities in the Monterrey 

consensus offers real hope in scaling up efforts in reducing global poverty and meeting the MDGs.  As 
the Committee has agreed at its last two meetings, the task now—and it is not an easy one—is 
implementation.   

 
 

5 Bank/Fund Collaboration on Public Expenditure Issues (SecM 2003-0077), February 27, 2003. 



 13
 

I believe the Development Committee can and must play a central role in taking the process 
forward.  Three important aspects of this role are well illustrated by the agenda for this meeting:  
monitoring progress in putting in place the policy commitments made at Monterrey; addressing issues of 
voice and governance; and ensuring coherence and strong partnerships among the Bank, the Fund and 
other multilateral organizations engaged in the enterprise. 
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Annex 1 
 

Collaboration To Enhance Aid Effectiveness 
 

Introduction 
 

The adoption of the Millennium Development Goals, the Monterrey Conference on Financing 
Development, the Doha agreement on a “development round” of trade negotiations, and the Johannesburg 
Conference on Sustainable Development reflects the international community’s deepening commitment to 
promoting development.  From them has emerged a consensus that poverty reduction requires movement 
on three fronts: better country policy and performance, greater market access, and more—and more 
effective—aid for developing countries. 

 
Donors have also committed to increasing their support for developing countries that commit to 

reform and good policies, and a number of OECD donors have announced significant increases in aid 
volumes.  Coherence in trade and aid policies has been enhanced by donors’ commitment to reducing 
trade protection.  A key challenge now is for a concerted effort to improve the quality and effectiveness of 
aid.  

The DAC agreement in 2001 to untie ODA to the Least Developed Countries is an important 
milestone.  Since then, a recent OECD Ministerial Council Communiqué, the Development Assistance 
Committee (DAC), and the Development Committee have focused on improving aid effectiveness, with 
the September 2002 communiqué stressing “better co-ordination and co-operation amongst development 
partners and.....effective alignment of donor support with country strategies.”  An important part of this 
agenda—improving harmonization of donors’ operational policies, procedures,  and practices—was the 
focus of the High-Level Forum in Rome, in February 2003. 

This Annex describes key initiatives and progress on the global aid effectiveness agenda, within 
the common framework for aid effectiveness agreed by development agencies.  This framework considers 
aid effectiveness at three levels: (a) the strategic level of donor actions (“doing the right things”), (b) at 
the level of implementation tools and processes (“doing things right”), and (c) also seeking to strengthen 
actual practice on the ground. 

Action at the Strategic Level: 

Further Improving Aid Allocations:  There is now general agreement that substantial aid should 
go only to countries with a good performance track record and a commitment to reform.  Since the cold 
war, aid allocations have improved substantially—aid is increasingly going to the “right” countries—and 
the poverty-reducing impact has tripled as a result6. However, all donors still have the potential to channel 
their aid more tightly to countries with good policies and institutions. 

Aligning Donor Assistance behind Country-owned Poverty Reduction Strategies7 requires that 
each donor project or program fits within the country’s own strategy, linking in turn to identified poverty 
alleviation outcomes and the MDGs.  A recent World Bank survey found that elements of alignment exist 

 
6  Ian Goldin, Halsey Rogers, and Nicholas Stern, The Role and Effectiveness of Development Assistance:  Lessons from World 

Bank Experience, Development Economics, World Bank, 2002; and David Dollar and Lant Pritchett, Assessing Aid: What 
Works, What Doesn’t and Why, World Bank Policy Research Report (New York: Oxford University Press, 1998). 

7  Following current usages, “alignment” addresses the fragmentation of aid that results from individual donors 
undertaking their own programs and projects, and  means donors working with each other, and within country-
owned and led strategies.  “Harmonization” addresses the efficiency of aid, and  refers to consistency in 
institutional requirements and operational tools and practices across the donor community (tying in another 
aspect of efficiency.) 
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in many countries, but that donor action has been taken in very few8i.  Nowhere is alignment behind the 
PRSP “substantially” complete.  At the sector level, alignment implies agreement between government 
and donors on sector strategy, policy frameworks, investment and budget requirements, geographic scope 
of programs, desired outcomes and progress benchmarks, with donors providing the resources to expand 
the scope of the program.  Going forward, the DAC plans to review bilateral assistance in the context of 
country-owned Poverty Reduction Strategies, surveying what is being done and through what instruments 
and modalities, to identify emerging good practice. 

Supporting Country Budgets.  Where countries’ spending priorities are appropriate and budget 
execution judged adequate, some donors have chosen to provide support to the countries’ overall 
development program through the national or sector budget.  For many others, however, individual 
projects are likely to remain important for transferring knowledge and best practice.  In this context, 
“supporting the budget” means that all donor-financed projects should be reflected in the fiscal accounts 
and accounted for as recurrent or capital budget items.  When donors support projects outside of the 
national budget, countries’ fiscal management is undermined. 

Implementation Tools and Processes 

Quality of Aid:  Predictability, Sustainability, and Flexibility of donor financing.  Sustained 
support for development programs over an appropriate time frame—as distinct from episodic, one-off 
project-oriented interventions—gives coherence as well as predictability and sustainability to donor 
programs.  More flexible donor financing tools are also needed to support “results-based” approaches 
(e.g., financing local costs, recurrent costs, or providing budget support), as laid out in Annex I.  
Improving our financing tools remains a challenge.  The Education for All initiative still has many donors 
reluctant to provide recurrent financing or budget support.  A World Bank review of policy relating to 
eligible expenditures is expected later this year. 

Untying of Aid.  To promote aid effectiveness and strengthen governance, the 2001 DAC High 
Level Meeting agreed to untie ODA to the Least Developed Countries (LDCs).  Since then, all DAC 
Members have taken the steps, and many have gone beyond the requirements, with three-quarters of all 
bilateral ODA to the LDCs untied as of January 2002.  Strengthened recipient country capacity to manage 
aid-related procurement is an important additional benefit of untying aid—there are significant savings to 
be reaped from improved procurement efficiency.  The joint DAC-World Bank Procurement Roundtable 
process (begun in January 2003) aims to help countries build such stronger procurement systems around 
which, in turn, donor requirements can be harmonized.   

Harmonizing Operational Policies, Procedures, and Practices.  The time-bound action plan on 
harmonization requested by the Development Committee in April 2001, and undertaken collaboratively 
by the OECD-DAC Task Force and the MDB technical groups, was largely completed  by the end of last 
year.  The work  resulted in the development  of a body of good practice standards and practices in aid 
delivery and management.  These tools and products for harmonization covered donor assistance 
alignment with country poverty reduction strategies, country analytic work, financial management, 
procurement, environment assessment, reporting and monitoring, related to budget, sector, project 
operations as well as technical assistance.  Vietnam, Ethiopia, and Jamaica came forward to test a number 
of these elements through an organized piloting process initiated by the World Bank, and supported by 
regional development bank and bilateral partners.  The good practice work, the pilot experience, ongoing 

 
8 Comprehensive Development Framework: Meeting the Promise? Early Experience and Emerging  Issues” 

(SecM2001-0529/1) September 27, 2001; Comprehensive Development Framework: Roundtables on Latin 
American Middle-Income Country Experience Lessons and Implications (OM2002-0094), September 11,2002; 
and International Partners: Aligning their Work with the PRSP, A Preliminary Assessment,” World Bank, 
OPCS, CDF Secretariat,  May 7, 2002.  The same survey also examines and reports harmonization of 
operational procedures and country-level collaboration.  
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experience in other countries, and three regional workshops on harmonization held in Hanoi, Addis 
Ababa, and Kingston in January together with two synthesis papers on harmonization prepared the ground 
for a substantive outcome at the  High Level Forum in Rome on February 24-25, 2003.  

 
Heads of multilateral and bilateral development institutions and representatives of the IMF, other 

multilateral financial institutions, and 28 partner countries, made substantive commitments, some of 
which are considered path-breaking, in the Final Concluding Statement of the Forum--the Rome 
Declaration--.that focused on taking action based on the technical work completed to improve aid 
delivery and management at the institution as well as at the country level.  The Declaration also states that 
existing mechanisms to maintain peer pressure for implementing the commitments made, including 
through partner country participation, will be strengthened.  To maintain political momentum on the 
harmonization implementation agenda, a second High-Level Forum is envisaged for early 2005.   

Implementation Practices on the Ground 

Better Coordination of Country Programs on the Ground.  Donors’ high-level commitment to 
strategic alignment and harmonization has been difficult to materialize on the ground.  In some cases, 
incentives are lacking to affect donor behavior in the field, so that attempts to streamline programs have 
resulted in an increased number of donor conditions as individual donors add their own specific 
conditions to what has already been agreed.  In others, changes will be needed in donors’ “HQ” reporting 
requirements and policies to allow harmonization in actual projects on the ground, as shown in the SPA 
Review of Experience.  

Country-Based Coordination:  An Unfinished Agenda.  This suggests the need for further thought 
about how best to step up coordination on the ground. Donor consortia and aid group meetings have been 
effective tools for providing coherence at the macro level and addressing overall financing gaps.  At the 
sector level of investment and project priorities and sector policy, coordination is more limited. The 
growing experience in the ten countries, where harmonization is being piloted and implemented, will 
provide important lessons for on-the-ground coordination that can be shared more broadly.  Country-
based coordination is a standing issue in DAC Peer Reviews.  

Next Steps 

Aid effectiveness constitutes an important and challenging global agenda that offers the prospect 
of greatly enhancing the impact of donor assistance.  Although much will need to take place at the 
country level, continued global dialog on strategic alignment, harmonization and tools to improve the 
quality of aid is needed to support on-the-ground progress.  We should continue to set targets and seek 
results that improve our collective and individual performance.  Major milestones in the next months and 
key work program elements are shown below: 

• Ministers’ discussion of global progress in implementing the Monterrey agenda at the April 
13 meeting of the Development Committee 

• Discussion at the 22-23 April High-Level DAC meeting 

• DAC’s work to develop terms of reference for aligning aid with country strategies, processes 
and capacities and improving aid delivery  

• Inter-agency working groups’ ongoing knowledge-sharing to ensure greater consistency on 
results-based approaches  

• Further work on aid untying in the DAC and, via the DAC-World Bank Procurement 
Roundtable process, to strengthen procurement systems around which donors can harmonize 
their procedures. 
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• Disseminate the Rome Declaration widely to staff in donor institutions, country offices, and 
to other development partners in partner countries. 

• The OECD-DAC and the MDBs will begin implementing the good practice standards and 
principles, agree on the qualitative and quantitative indicators to measure progress, and  reach 
common understanding on appropriate monitoring mechanisms. 

• World Bank management and country teams will be discussing concrete steps to encourage 
country partners to design country-based action plans for harmonization, identify and provide 
support in areas where the Bank has comparative advantage. 
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Annex 2 
HIPC:  Issues of Creditor Participation 

 
In September, the Development Committee requested that the Bank and Fund staff further 

evaluate creditor participation issues, including creditor litigation and HIPC-to-HIPC debt relief.  A paper 
covering these issues was discussed by the Boards of the two institutions in March.  The principal 
conclusions of the report are indicated below. 

 
Creditor Participation. Creditor participation in the HIPC Initiative has been very strong by 

multilateral creditors (over 99 percent) and Paris Club official bilateral creditors (100 percent).  
Participation by non-Paris Club official bilateral creditors has improved but 23 countries remain outside 
the Initiative.  Finally, participation by commercial creditors continues to be a challenge for the successful 
implementation of the Initiative. Moral suasion is the principal means available to facilitate participation 
by reluctant creditors because the framework of the HIPC Initiative is not legally binding.   

Creditor Litigation. Some non-participating creditors, all but one of them commercial, have 
launched litigation proceedings against HIPC debtors to recover their outstanding claims. In some 
instances, HIPCs have paid these commercial creditors in full (and forgone debt relief) either because of 
litigation or the threat of it, a desire to avoid disrupting a commercial relationship, or the fear of losing 
productive assets where the debt was secured by collateral. In some instances, non-participating creditors 
sold their claims on the secondary market at a discount to entities such as distressed debt funds that then 
sought to recover these claims through the courts. So far, the number of such lawsuits and the amounts 
involved have been relatively small, but such proceedings can be burdensome to the debtors concerned. 

 
Staff considered the proposal to establish and administer a donor-financed trust fund to assist 

HIPCs faced with litigation to hire legal counsel.  While the idea of using a technical assistance trust fund 
has potential appeal to some HIPC authorities and some donors, it is unclear whether by itself this would 
be effective in discouraging litigation or in affecting the outcome of such litigation.  Staff concluded that 
establishing or administering such a fund would be inconsistent with the principle followed by both 
institutions of neutrality and impartiality in disputes between members and third parties. Staff did propose 
additional technical assistance to improve the management of public debt data, a side benefit of which 
would be to help protect countries from spurious claims and provide an alternative source of information 
on the terms and conditions of contested claims. 

An alternative approach staff would be to amend relevant laws in creditor countries and limit 
creditors from receiving more than what is prescribed under the HIPC Initiative. For instance, legislative 
changes could be introduced in member countries that provide HIPCs protection from lawsuits or from 
asset attachments in cases where creditors attempt to recover claims in excess of the amount required 
under the HIPC Initiative.  Staff concluded that there may not be adequate support for such legal changes 
especially when such changes may have ramifications for creditor-debtor relations more broadly within a 
country’s legal framework and the amounts involved for HIPCs are relatively small. 

Another means of resolving outstanding claims by commercial creditors and thus discouraging 
creditor litigation could be the expansion and more active use of the existing Debt Reduction Facility for 
IDA-only Countries. Staff will explore ways to expand and modify the Debt Reduction Facility so it 
might be better utilized in the HIPC context without increasing the risk of moral hazard. 

In the short term, the international community will have to continue to rely on moral suasion to 
deal with this issue.  This could include publicizing the names of creditors that seek recovery through 
litigation, continuing to give prominent coverage on creditor litigation issues in periodic progress reports, 
and encouraging governments of countries where such creditors reside to do likewise.  Continued 
attention by the international community could potentially dissuade these creditors from taking legal 
actions against HIPCs. 
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Resolving HIPC-to-HIPC Claims.  The cost of providing relief under the Initiative for HIPC 
creditors to the 26 HIPCs that have reached decision point amounts to US$143.3 million in 2001 NPV 
terms.  These costs are heavily concentrated in a few cases: debt relief from Honduras to Nicaragua; from 
Angola to other HIPCs; from Côte d’Ivoire to Burkina Faso; and from Tanzania to Uganda.  In many 
cases, disputes over technical matters have delayed settlement. At the request of the parties involved, staff 
can provide technical assistance to help creditors and debtors resolve these outstanding technical disputes 
among themselves.  In cases where providing HIPC relief is difficult owing to a HIPC creditor’s financial 
constraints, a donor-financed trust fund could be a means of improving participation.  The Bank has 
agreed to explore the feasibility of establishing such a fund and compare it with other available options. 
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Statement by the Managing Director of the International Monetary Fund, Horst Köhler, to the 
Development Committee 
 

Our meeting today takes place against a backdrop of uncertainty in political events and in the 
global economy. This should not deter us from continuing to work together as actively as possible to 
pursue sustained economic growth and poverty reduction. We have seen a number of gains in economic 
and social indicators in many developing countries, but too many countries, particularly in sub-Saharan 
Africa, are lagging behind. Good development outcomes require accelerated growth and a stronger focus 
on the needs of the poor in the development process. This is most likely to come about when sound 
policies are country-owned and country-specific, supported by strong institutions, and when national 
efforts are reinforced by a supportive global economic environment. When these conditions are in place, 
development assistance can be highly effective. This two-pillar strategy was firmly endorsed by the 
international community in the Monterrey Consensus and was reaffirmed at the Johannesburg Summit. 
The task now is to ensure its consistent and coherent implementation by all development partners.  

 
The Fund is committed to contributing to this agenda in our core areas of competence, 

strengthening macroeconomic frameworks and supporting related structural and institutional reforms. In 
this statement, I shall summarize our assessment of the world economic outlook, and, with special 
reference to the items on the agenda of the Development Committee, describe the Fund’s activities to 
support the approach laid out at Monterrey. 

 
Global Environment and Policy Response 
 

Overall Outlook and Policy Response 
 
The global recovery was somewhat stronger than expected in the second and third quarters of 

2002, resulting in GDP growth of 3 percent, or slightly higher than forecast in the September, 2002 World 
Economic Outlook. However, the pace of global recovery has slowed since that time, particularly among 
the industrial countries. This can be seen by stagnant industrial production in industrialized countries, 
slower world trade growth, soft labor market conditions, and only a tentative recovery in global fixed 
investment. Against this backdrop, global equity markets have fallen and the U.S. dollar has depreciated. 
However, the margins for bond yields for some emerging markets have narrowed, reflecting clearer 
signals about future policies in these countries as well as global portfolio shifts from equities to high yield 
fixed income assets.  

 
The short-term outlook remains subject to considerable uncertainty. The global economy, 

however, has shown remarkable resilience in the face of large shocks in recent years, and in many 
countries the economic fundamentals have been strengthened. In addition, growth should be supported by 
the policy stimulus in the pipeline, the easing of the headwinds to growth from the bursting of the equity 
market bubble, and the inventory cycle. On the assumption that the uncertainties surrounding the conflict 
in Iraq are broadly resolved in the near term, with little spillover outside the region, there is good reason 
to expect the global recovery to gradually reassert itself during the course of this year. Against this 
background, the World Economic Outlook projects global growth of 3¼ percent in 2003—¼ of a 
percentage point higher than in 2002—and 4 percent in 2004. 

 
It is difficult to estimate today with any precision the lasting costs of the war in Iraq, but many 

countries appear to be in a relatively good position to withstand the effects through prudent use of 
reserves and other sources of financing and policy adjustment. The countries likely to be most seriously 
affected include those geographically close to the conflict, developing countries which could face lower 
commodity prices for exports and higher oil prices, and possibly those highly dependent upon tourism.  

 
But economic weaknesses pre-date the conflict in Iraq.  Other factors of uncertainty include the 

recovery remaining heavily dependent on the United States and uncertainty about the future course of 
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asset prices.  Finally, a number of emerging markets remain vulnerable to the global downturn.  Against 
this background, policymakers face considerable uncertainty, and they will need to remain flexible and 
adapt quickly to changing circumstances.  With inflationary pressures remaining moderate, monetary 
policy in industrial countries should remain accommodative and scope for further easing exists should it 
be needed.  With regard to fiscal policy, the situation differs between countries, but the room for 
maneuver in many is limited by the high levels of public debt.  The automatic fiscal stabilizers, however, 
should be allowed to operate fully.  

 
Over the medium term, however, fiscal consolidation remains a central priority around the globe, 

particularly in industrialized countries which face mounting pressures from aging populations.  Also 
important for the medium term will be policies to reduce global dependence on the United States and to 
foster an orderly reduction in global imbalances.  This will require tackling long-standing structural 
impediments to growth, particularly in Europe and Japan; reestablishing a sound medium term fiscal 
position in the United States; and a shift from external to domestic sources of growth in emerging Asia. 

 
Regional Outlooks and Policy Responses 
 
The performance of the United States is central to the global outlook.  Recent economic data have 

been disappointing, and growth this year is expected to be somewhat weaker than in 2002.  But once 
geopolitical uncertainties have been resolved, a recovery in confidence and investment, together with the 
additional fiscal stimulus in the pipeline, should underpin stronger growth from the second half of 2003.  
The continued strong productivity performance of the U.S. economy also bodes well for future prospects.  

 
Despite a modest recovery in 2002, growth in Japan is expected to remain subdued in 2003. 

Surveys indicate that deflationary expectations are becoming more entrenched and aggressive monetary 
easing is needed, combined with measures to strengthen the banking and corporate sectors. Moreover, a 
credible medium-term fiscal consolidation strategy will be important as a means of addressing the high 
public debt.  

 
In the euro area, growth continues to be disappointing and forecasts for 2003 have been revised 

down sharply. Easier monetary policy should be the first line of defense against any future softening of 
growth, and structural rigidities in product and labor markets need to be addressed with greater urgency. 
In addition, the automatic fiscal stabilizers should be allowed to operate fully, even if that leads to deficits 
above the three percent threshold in Europe in 2003. 

 
In emerging markets, growth prospects for 2003 have been revised down slightly, in part because 

of the weaker outlook in advanced countries and higher oil prices, but also because of the uncertain 
external financing environment.  

 
There are signs of a pickup in activity and an improvement in market sentiment in much of Latin 

America, but the situation remains difficult for some countries. It will be important to sustain efforts to 
lower public sector debt levels and improve the maturity structure of the debt, as well as to persevere with 
structural reforms in the financial sector, in trade, and in labor markets.  

 
Emerging markets in Asia have been performing well, underpinned by exports and domestic 

demand. Comfortable external positions in the region provide a foundation for further progress with 
structural reform, particularly in the financial sector, which will be needed to underpin strong domestic 
demand and reduce global imbalances.  

 
Growth in countries in central and eastern Europe has been sustained by continued strong foreign 

investment, and by strong domestic demand and rising energy prices in the oil-exporting Commonwealth 
of Independent States.   In the latter, the momentum for structural reform needs to be maintained to 
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sustain investment spending.  The low-income CIS countries need to further foster investment through 
diversifying industrial production and strengthening the services sector.  

 
In the Middle East, the increase in oil prices is benefiting many countries, but the security 

situation is taking its toll on tourism and foreign investment. To sustain GDP growth, efforts will be 
needed to invigorate the private sector and trade and to absorb a fast-growing labor force. 

 
In Africa, despite higher non-fuel commodity prices, growth slowed in 2002 primarily due to bad 

weather leading to sharp declines in agricultural output. Food shortages in some countries have been 
aggravated by weak governance, resulting in a tragic famine affecting some 38 million people. Growth 
has also been affected by political turmoil, particularly in Zimbabwe and Côte d’Ivoire, which has had 
adverse externalities for growth in neighboring countries. Near-term growth prospects will be influenced 
by weather and the security situation, and medium-term growth will critically depend on the 
implementation of country-led development strategies, including measures to improve governance, build 
institutional capacity, stimulate private sector activity and trade, and address the HIV/AIDs pandemic.  

 
Achieving the MDGs and Related Outcomes 

 
In the next 25 years, the world’s population is projected to grow by about 2 billion people, almost 

all of it in developing and emerging market economies.  Without a concerted effort to change the status 
quo, many of these people will live in poverty.  The two-pillar architecture of the Monterrey Consensus, 
reaffirmed by the Johannesburg Declaration, provides us with the basis for doing better.  And the 
Millennium Development Goals (MDGs) set out the objectives that countries have signed up to reach by 
2015.  

 
For many  low-income countries, the Poverty Reduction Strategy Paper (PRSP) approach serves 

as the nexus of the two-pillar partnership and is the central country-level vehicle for making more 
ambitious progress toward the MDGs.  The PRSP approach continues to gain momentum, with the 
number of full PRSPs approaching 30.  

 
The Fund has a key role in supporting low-income countries’ efforts to develop and implement 

these strategies, focusing its contribution on its core areas of competence. These areas are principally: 
macroeconomic policies and supporting institutions that are critical to growth; strengthening public 
expenditure management and revenue mobilization; and promoting sound national financial sectors and a 
stable international financial system. A strong macroeconomic policy framework also provides a basis for 
more efficient and effective use of external assistance. We are progressively adapting our instruments, 
policies, and procedures to help low-income countries implement their PRSPs, and to make progress 
toward achieving the MDGs. One aspect of this is more clearly defining and delineating the Fund’s 
expected contribution relative to those of other development partners, particularly the World Bank. 

 
Within this framework, the Fund is pursuing a broad agenda of work on low-income country 

issues. This work program has four main elements: 
 

• Better aligning PRGF-supported programs and PRSPs; 
 

• Defining the role of the Fund in low-income countries over the medium term,  
 

• Exploring the merits of enhancing the Fund’s role in helping countries deal better with exogenous 
shocks; and  
 

• Continuing to implement the enhanced HIPC Initiative and to help countries improve the 
sustainability of their debt positions. 
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The Fund’s efforts are one element of the broader cooperative approach by all donors. The Fund 

is working with others in the international community to: facilitate the expansion and balanced growth of 
trade; and improve the effectiveness of aid through better harmonization of donor procedures and 
policies.  

 
Better Aligning PRGF-Supported Programs and PRSPs 

 
The Fund is continuing its work to improve the alignment of the content and procedures of 

PRGF-supported programs with country PRSPs. Before the Annual Meetings, staff will prepare, jointly 
with the Bank, an annual review of progress under the PRSP approach for the respective Executive 
Boards. The Fund Board recently discussed a number of options for dealing with some of the issues 
associated with this alignment, including:  

 
• Improving program design and content through: more realistic macroeconomic projections, based 

on systematic analysis of the sources of, and obstacles to, growth; accommodating higher aid 
inflows; establishing clear links between the PRSPs and the macroeconomic frameworks 
underpinning budgets and PRGF-supported programs; further improvements in public 
expenditure management; and incorporating poverty and social impact analysis into program 
design. 
 

• Adapting our processes and procedures to reinforce country ownership and facilitate donor 
alignment with the PRSP by supporting the internal alignment of the PRSP with the national 
budget, and synchronizing the cycles of the PRGF and the PRSP/budget; and 
 

• Rationalizing PRGF documentation to demonstrate clearly the links between the PRGF and the 
PRSP’s objectives, to better indicate how policy choices have been made, and to reduce overall 
reporting requirements.  
 
Staff are working with government official and researchers in developing countries as well as 

donors and academia to identify areas where analytical research is needed to better support PRSP 
implementation. We are particularly interested in deepening our understanding of the linkages between 
macroeconomic policies and growth. A technical workshop was held in Washington on April 3-4, 2003 to 
assess the current knowledge base and set priorities for future international research, and a joint Fund-
Bank research conference on macroeconomic management and growth in low-income countries is 
planned for the first half of 2004. 

 
While the major focus of this low income country work has been on sub-Saharan Africa, the 

Fund, together with the World Bank, the European Bank for Reconstruction and Development, and the 
Asian Development Bank, has also been working closely with the authorities and bilateral donors to 
achieve the goals of the CIS-7 Initiative launched at the 2002 Spring Meetings. 1 Under the Initiative, 
most CIS-7 countries have intensified their reform efforts, and the momentum of these actions is being 
supported by debt relief and additional resource pledges by donors. The Fund has maintained a close 
policy dialogue with these countries in an effort to strengthen reforms and ensure progress towards debt 
sustainability.  

 
Role of the Fund in Low-Income Countries Over the Medium Term 
 
Macroeconomic stability is a necessary platform for sustained high growth, and for effective 

policies targeted to poverty reduction. Many  low-income countries have made considerable progress 
toward macroeconomic stability, but this stability remains fragile, and, at the same time,  low-income 
countries will require large amounts of donor assistance for a number of years in order to meet the MDGs. 
These facts raise the question of how the Fund can best support  low-income countries in managing these 
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challenges, including through the Fund’s direct financial support and its role in catalyzing other donor 
financing. Fund staff are preparing a paper for an initial Board discussion in June that looks at how the 
Fund’s role may need to evolve in order to better meet the diverse and changing needs of low income 
member countries.  

 
Exploring the Merits of Enhancing the Fund’s Role in Helping Countries Deal Better with 
Exogenous Shocks 
 
At the request of the Fund Executive Board and the Development Committee, staff are also 

preparing a companion paper to look at the analytical and empirical issues related to the impact of 
exogenous shocks. It will look at whether there is a case for more systematic focus on shocks in Fund-
supported programs and surveillance. It will also look at whether Fund financing should be better targeted 
to mitigate the impact of shocks, and describe possible options. As it examines the role of the 
Compensatory Financing Facility (CFF) in dealing with shocks, the Board discussion will serve as a first 
part of the review of the CFF.  

 
Implementing the Enhanced HIPC Initiative 
 
Our joint work with the World Bank on the enhanced HIPC Initiative continues to move forward 

and our priority is to help countries establish and maintain long term debt sustainability. Since the Annual 
Meetings, Benin and Mali have reached their completion point, bringing the total up to eight countries. 
Most of the 18 countries in their interim periods continue to receive assistance, but their progress to 
completion point has been slower than expected, partly because of the time needed to prepare high-quality 
PRSPs, and partly due to difficulties in implementing their economic reform programs. Similarly, of the 
12 countries that have not yet reached their decision points, most have been affected by political 
instability/conflict, although the Democratic Republic of the Congo has been making progress. Where 
conditions have been conducive, the Fund has remained engaged in these countries, either by providing 
Emergency Post-Conflict Assistance and/or by helping put in place staff-monitored programs, to help 
build adequate capacity to move to a PRGF-supported program.  

 
Full creditor participation is essential for ensuring the objectives of the Initiative, and there has 

been progress in bringing additional non-Paris Club creditors on board. The Executive Board recently 
reviewed creditor participation issues under the Initiative, with a special focus on HIPC-to-HIPC debt 
relief and on creditor litigation problems. With regard to the first, the Board supported the concept of a 
trust fund to channel donor assistance to finance HIPC-to-HIPC debt relief. While Fund staff will provide 
technical assistance and discourage legal action on the part of creditors, it was agreed that the Fund does 
not have a mandate to mobilize or finance legal defense for countries facing creditor litigation. 

 
But it is important to bear in mind that debt relief is only a starting point. Many HIPCs’ debt 

situations will continue to be fragile, and a sustainable position will require sound economic policies, 
good governance, prudent debt management, as well as adequate and sufficiently concessional new 
financing. Staff are supporting these efforts by developing the analytical tools for better assessing debt 
sustainability in low-income countries. Staff are also developing guidance on how to help countries 
improve the design of financing strategies, including the appropriate mix of loan versus grant financing. 
Fund and Bank staffs plan to conduct outreach to a wide range of stakeholders to better inform this work.  

 
Facilitating the Expansion and Balanced Growth of Trade 
 
An important element of making globalization work for all will be greater efforts, by all 

countries, to ensure that developing countries secure improved market access for their exports. Recent 
delays in negotiations under the Doha Trade Round are a source of concern for all. All parties should 
redouble their commitment to advance the Doha Development Agenda, and achieve a successful WTO 
Ministerial meeting in Cancún. As Cancún draws closer, gaps in negotiating positions remain very large, 
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especially in the critical areas of agriculture and public health. If we want to move beyond the rhetoric 
then the time to deliver on the Doha and Monterrey promises is now. I urge the advanced economies, in 
particular, to take leadership on this issue, recognizing that trade is a powerful vehicle for global 
recovery, and for achieving the MDGs. Developing countries, as well, must fully integrate in the 
multilateral system in order to reap the most benefits. I am grateful to Dr. Supachai, the Director General 
of the WTO, for accepting the invitation to participate in the forthcoming IMFC meeting, and I hope that 
he will receive strong support from our Governors. 

  
For our part, the Fund is strongly supporting the Doha Development Agenda, and Fund staff have 

prepared a review of progress in the negotiations.1 We have also been covering market access issues more 
candidly and comprehensively in our multilateral and bilateral surveillance operations, and are currently 
conducting a review of the Fund’s trade policy advice. We are also helping ensure inclusion of trade 
policy considerations in PRSPs, including through joint PRSP learning events with the World Bank and 
through the Integrated Framework for Trade-Related Technical Assistance. 

 
Donor Coordination 
 
The Development Committee (2001) and the Monterrey Consensus both called on donors to 

harmonize their procedures and practices in order to increase the efficiency of aid. Since 2001, a number 
of major initiatives have been undertaken, recognizing that differing donor practices and objectives put an 
undue strain on the limited administrative capacity of recipient countries, raise transaction costs, and 
undermine country ownership. These initiatives culminated in the High-Level Forum on Harmonization 
held in Rome in February this year, where the good practice principles developed over the past two years 
were adopted with a view to ensuring that: development assistance supports the priorities of the recipient 
country; donors commit to adopt internal procedures to facilitate harmonization; and that donors provide 
coordinated TA and generally empower recipient countries to lead the harmonization effort.  

 
The Fund is committed to implementing these principles in its own work, reflected by our own 

alignment efforts. We have also prepared, jointly with the World Bank, a framework for harmonizing 
donor budget support in the context of PRSPs, which will be tested in the coming months in a few 
African countries, in collaboration with the Strategic Partnership with Africa and interested bilateral 
donors. Effective harmonization led by recipient countries can also help facilitate the streamlining of 
program conditionality, enhance ownership of reforms, and develop a deeper partnership between donors 
and recipients. 

 
Let me turn briefly now to the two specific agenda items for the Development Committee 

discussion, for which joint Bank-Fund staff papers have also been circulated: 
 

Measuring Progress on MDGs 
 
At the request of the Development Committee and in the spirit of shared accountability for 

implementing the Monterrey Consensus, the Fund and the Bank have proposed a framework for 
monitoring the policies and actions needed on the part of developing and developed countries and 
international institutions to achieve the MDGs.1 The proposal is to provide an annual global monitoring 
report—prepared by the Bank and Fund staffs in cooperation with the UN, DAC, WTO and regional 
development banks—for the Development Committee, to enhance its discussion and to maintain the focus 
on implementation.  

 
The proposed monitoring framework provides a preliminary assessment of progress, for both 

pillars of the Monterrey partnership. In developing countries, the report emphasizes the centrality of 
stronger economic growth to achieve MDGs, complemented by policies and actions to empower the poor 
to participate in enhancing growth. It highlights priorities for creating an environment for private sector 
development, improving public sector governance, and improving critical service delivery to poor people. 
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In industrial countries, it emphasizes the need for increased market access for developing country exports, 
including through reducing domestic agricultural subsidies; for more and better aid, including adequate 
support for global programs on education, HIV/AIDS, and water; and for implementation of good 
practices in delivery of development assistance. It identifies priority areas for the Bank and the Fund, 
notably the need for continuing work with partners to improve PRSP implementation, support crisis 
prevention and volatility management, promote the implementation of standards and codes, support 
country capacity building, and research critical linkages between policies and the MDGs and related 
outcomes. 

 
I look forward to the views of Ministers on the priorities and monitoring approach set out in the 

paper and to their guidance on how the Fund, working with the Bank, can help to take this work forward 
for future meetings of the Committee.  

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
A number of steps have already been taken to enhance the voice and participation of developing 

and transition countries in decision making at the Bretton Woods Institutions. These include: the PRSP 
approach to align Bank and Fund assistance with country-grown strategies; greater transparency in 
decision making, including through direct and broad consultation on policies that affect developing 
countries; more dissemination of evaluation findings, and other information that allows affected parties to 
better debate decisions. Concerns nevertheless remain, including about the voting strength of developing 
countries—specifically, whether some rapidly growing emerging market economies are under-represented 
in terms of their share in the world economy, and whether an increase in basic votes should be considered 
to strengthen the voting power of the smallest members. Similarly, there has been concern about the 
regional composition of the Executive Board, as well as the excessive workload of Executive Directors 
for large, multi-country constituencies, in particular, the constituencies involving a large number of 
program countries; and limitations on the support that certain developing country Executive Directors 
receive from their capitals.  

 
In response to the September 2002 request of the Development Committee, the staffs of the Bank 

and the Fund have prepared a technical note that provides an inventory of key issues concerning the voice 
and participation of developing and transition countries and lists possible avenues for change.1 
Meanwhile, the Fund’s Executive Directors have already taken measures to address the staffing 
constraints of the two Sub-Saharan African constituencies, whose needs are most pressing. In addition, 
the IMF Institute will organize special courses for staff in the offices of the African Executive Directors 
that blend financial programming workshops and lectures on macroeconomic policies, to help ensure a 
deeper understanding of the theory and design of adjustment programs. 

 
The Fund's Executive Board is scheduled to continue its consideration of measures to strengthen 

the governance of the Fund in the context of the Thirteenth General Review of IMF quotas. We expect to 
provide a progress report to the IMFC at the Annual Meetings this Fall. 

 
Conclusion 

 
The global economy is facing considerable uncertainty, heightened by current geopolitical issues. 
However, we must stay the course in our commitment, working together to make decisive progress on the 
agenda as defined in Monterrey. The Fund is participating actively and determinedly in this effort. The 
Fund is but one actor, however, and success will depend on the active participation and commitment of 
all. 
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Highlights of Ministerial Statements 
 
Statement by Mr. Trevor Manuel, Chairman of the Development Committee, Minister of Finance 
of South Africa 
 

Ministers reaffirmed their commitment to poverty reduction, the Millennium Development Goals 
(MDGs), and the Monterrey Consensus.  They said that the challenge of meeting those objectives was 
magnified in current circumstances by uncertain global prospects, reflecting (inter alia) faltering 
economic growth in many regions, conflict in Iraq and elsewhere, the outbreak of SARS, and the slow 
progress on the Doha Development Agenda.  They stressed the particular importance of the Development 
Committee’s deliberations at this time in keeping the international community focused on the objectives 
under discussion and in driving forward the critical actions for attaining them. 

 
Achieving the MDGs and Related Outcomes 
 

Monitoring Framework   

Ministers welcomed the proposals for monitoring the policies and actions for achieving the 
MDGs and related outcomes.  They said that it would be useful to have action-oriented monitoring reports 
for future Development Committee meetings that would allow them to assess and catalyze progress in 
achieving the MDGs.  They welcomed the framework’s coverage of both developing and developed 
countries, and broadly supported the focus on developing country policies for growth, governance, and 
human development and developed country policies for trade and aid.  Several Ministers urged that future 
reports should also cover the policies and actions of the World Bank and International Monetary Fund 
with respect to the MDGs.  Ministers welcomed the efforts that had been made to clarify the respective 
monitoring roles of the Bank and the Fund on the one hand and the UN and other agencies on the other, 
and to consult with staff in partner agencies -- especially the UN, OECD/DAC, WTO, and other 
Multilateral Development Banks.  Going forward, they urged continued consultation and collaboration 
with these and other partners on both the framework and the underlying data, with a view to avoiding 
duplication and proliferation of indicators and ensuring coherence and consistency with institutional 
comparative advantage.  Ministers urged that the assessments included in the global monitoring reports be 
based on transparent criteria that would facilitate objective and impartial judgments, with several calling 
for the active participation of developing countries in the further work to be done on refining the  CPIA 
methodology and application.  One Minister stressed the importance of developing appropriate metrics for 
tracking developed country policies and actions, especially on aid and trade.   Several Ministers 
welcomed the focus on improving statistical capacity in developing countries. 

 
Scaling up-Education for All, Health, HIV/AIDS, Water and Sanitation 

 
Ministers appreciated the opportunity to review progress on Education for All (EFA), health, 

HIV/AIDS, and water and sanitation.   Several Ministers expressed concern over the failure to make more 
progress in filling the financing gaps for these programs, which they said was symptomatic of a wider 
financing problem.  They welcomed EFA's reorientation to support PRSP-based sector plans and to focus 
resources on those countries with strong commitment and track records.  Cautioning that sector-based 
vertical funding initiatives could undermine country capacity, one Minister said that where fiduciary tests 
were met, it was better to provide support through the budget.  Closely connected, another Minister 
suggested that donors fund a country’s recurrent expenditures if it committed to mobilizing domestic 
financing and to scaling up its programs in priority sectors.  Several Ministers stressed that efforts to scale 
up support for priority social interventions needed to be set within an integrated and multisectoral 
approach that took into account the country’s needs and capacities.  One Minister said that the 
demonstration effect of the EFA fast track initiative would be to help similar programs supporting the 
other MDGs.  While several Ministers said that it was too early to draw implementation lessons from 
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EFA for other sectors, one Minister said that water and sanitation offered a better model for other sectors 
than EFA.  Another Minister called for further discussion of the appropriate conditions governing 
public/private partnerships, especially in the water sector.  A third Minister, referring to the Camdessus 
Report (World Panel on Financing Water Infrastructure), looked forward to the G7/G8 Summit at Evian, 
which would present an action plan aimed at raising the needed financing for the water sector.   

 
Poverty Reduction Strategies 

 
In supporting the monitoring framework and approach to scaling-up, several Ministers 

emphasized the importance of maintaining the proper balance between bottom-up and top-down 
approaches, stressing the continuing importance of the PRSP, which they said must remain at the center 
of discussions of poverty reduction and the MDGs.  Several Ministers said that to make the PRSP more 
effective, it should be better synchronized with the country’s budget cycle; such synchronization would 
help the PRSP to become more operational and prioritized, thereby strengthening it as a platform for 
financial support from donors, the IMF (via the PRGF), and IDA (via the PRSC and other lending 
vehicles).  One Minister stressed the importance of the poverty and social impact analysis for 
underpinning the PRSP, noting the fact that such analysis was ultimately the responsibility of the country 
itself.  Several Ministers stressed that the trade focus of PRSPs needed to be enhanced.   

 
HIPC  
 
Ministers emphasized the importance of long-term debt sustainability, which they saw as 

important for the attainment of the MDGs. To address this issue, one Minister called for better monitoring 
of developing countries’ balance of payments, more thorough analysis of debt sustainability based on 
realistic growth projections, and capacity building for debt and fiscal management.  Another Minister 
stressed the findings of the recent OED review of HIPC,  which concluded that debt relief should be seen 
as only one element of a broader development strategy;  that the objective of HIPC to provide a basis for 
longer-term growth and poverty reduction would most likely be attained when performance standards 
were maintained; and that in addition to social expenditures, greater attention to promoting pro-poor 
growth was needed.  Several Ministers stressed the importance of full participation by all creditors for the 
success of HIPC, and expressed disappointment with creditors who continued to be reluctant to assume 
their fair share of the debt-relief burden. With respect to the methodology for calculating the “topping up” 
amount, several Ministers argued that voluntary bilateral debt relief should be excluded from the 
calculations, if fair burden-sharing was to be ensured.  One Minister, however, believed that the current 
methodology was appropriate, and that there was sufficient flexibility to accommodate countries with 
unique situations.  Several Ministers expressed concern about slow progress in HIPC implementation, 
pointing to conflict as a major cause of delay.   

 
Aid:  Quantity and Quality 

 
Several Ministers stressed the need for more and better aid.  They called for increased ODA 

flows, and urged all OECD members to meet the 0.7 percent-of-GDP ODA standard.  One Minister 
offered her government’s proposal to establish an International Finance Facility (IFF) that would fund 
strongly committed countries’ pursuit of sound and effective poverty reduction strategies. Another 
Minister cautioned that an increased quantity of aid without a corresponding increase in developing-
country absorptive capacity would not get the desired results.  On a closely related topic, a number of 
Ministers reiterated their support for the harmonization of operational policies and procedures among 
multilateral institutions and bilateral donors; they said such actions by donors could reduce the cost to 
recipients of administering donor-supported programs and in turn enhance the cost effectiveness and 
efficiency of development assistance.  They said that an important corner had been turned at the recent 
Rome Declaration on Harmonization, where broad agreement was reached on the way forward, and that 
implementation was now the key priority.  Several Ministers underscored that in promoting 
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harmonization, due attention must be accorded to country-ownership and country-specificity, with the 
developing countries taking the lead on the harmonization process at the country level using their own 
accountability and fiduciary systems.  In this connection, several donors have embarked on a 
"harmonization in practice" initiative, working with the Government of Zambia.   Some Ministers, 
however, lamented the slow progress in actually implementing the harmonization agenda.  One Minister 
pointed out that the international community's discussion of harmonization started in 1996, and to date 
had produced very limited results on the ground.   

   
Trade 

 
Ministers stressed the critical importance of trade to development.  They said it was essential for 

growth and in turn for poverty reduction and the MDGs.  One Minister called trade the single most 
important development catalyst.  Another Minister urged  developed countries to open up their markets to 
developing countries as this would spur reform efforts there, encouraging domestic and foreign 
investment that would in turn promote jobs, growth, and poverty reduction. In this context, Ministers 
highlighted the importance of the Doha Development Agenda, and expressed disappointment at the slow 
progress to date, especially on agricultural subsidies where rapid progress was needed.   But several 
Ministers said that the trade/development focus should not be restricted to agriculture; rather progress also 
was needed in industry (especially textiles and other labor-intensive manufactures) medicines, and 
TRIPS.  They cited the European Union’s “Everything but Arms” initiative as an example of developed 
countries opening their markets, and suggested that it be extended to all OECD countries.   Several 
Ministers mentioned the efforts of countries in their constituencies to reduce/eliminate quotas and duties 
on products from least developed countries; and one Minister called for positive discrimination in favor of 
the products from Sub-Saharan Africa.   He also called on the Bank and the Fund to put forward concrete 
proposals to reform/strengthen existing compensation mechanisms for dealing with commodity price 
volatility and for fostering market-based mechanisms to cover the risks associated with commodity 
production and marketing.  Another Minister urged that the Bank/Fund work on global monitoring 
include all forms of protection, and that the impact of  impacts of trade liberalization on social and 
economic development be studied.   Several Ministers encouraged the Bank to expand the treatment of 
trade in CASs and to follow-up more aggressively on the diagnostic studies carried out in the context of 
the Integrated Framework.  

 
Enhancing the Voice and Participation of Developing and Transition Countries   

 
Ministers welcomed the discussion of  ways to enhance the voice of developing and transition 

countries in the Bretton Woods Institutions.  They said that greater  participation by developing and 
transition countries in the decision-making work of the Bank and the Fund would strengthen ownership of 
the institutions’ policies and operations, and in turn improve institutional effectiveness.   Some Ministers 
stressed the importance of increasing the voting power of developing and transition countries, in part to 
reflect the increasing shares of developing and transition countries in the global economy.  However, 
others argued that the consensus culture of the two Boards diminished the practical importance of this 
issue; they said that, for the immediate future, efforts should be directed toward implementing pragmatic 
measures that could improve performance here and now and would not require any changes to the 
Articles of Agreement.  These involved improvements in the capacities of Executive Directors’ offices -- 
especially for constituencies with large numbers of countries, as in Sub-Saharan Africa -- and of the 
national authorities in charge of World Bank and IMF issues, special support for communications 
between Washington and national offices, and access to external analytic capacity.  Several Ministers 
pointed to the gains to voice from mixed constituency Executive Directors’ offices.  Ministers also 
pointed to the importance of decentralization within the Bank and the Fund in strengthening the voice of 
developing and transition countries in the design of Bank- and Fund-supported country programs, and to 
the role that diversity among staff, especially at senior positions, can play.  
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World Bank and IMF Activities 
 

Results Agenda 
 
Ministers highlighted the importance of the Bank’s results agenda.  They said that results 

measurement was essential for building public support for development assistance in developed countries, 
by demonstrating that aid works.  In this connection, one Minister stressed the need for intuitively 
understandable measures that would resonate with the public; he also stressed the need for cost-effective 
measures, and for guarding against distorting incentives and behavior that reliance on proxy measures of 
results might engender.  Another Minister, supporting the Bank’s recent efforts to introduce results-based-
management and to ground it in the CAS process, said that it was essential that the exercise be forward 
looking (managing for results) and not backward looking (managing by results).  This was in line with 
another Minister’s statement, which stressed the importance of results measurement for guiding the 
allocation of resources, according to where they would have the most results.  He said that MDB activities 
should be able to demonstrate measurable results, with all lending operations having clearly defined 
performance measurement plans, allowing for mid-course correction as needed and ex-post evaluation as 
a basis for learning and accountability.  Citing strides in the Bank on the conceptual framework for results 
measurement and monitoring, he said the priority now was to embed the framework in practice and 
incentives.  Another Minister said that he planned to introduce an initiative similar to the Bank’s in the 
national aid agency and urged others to do likewise.   

 
Infrastructure 
 
Several Ministers welcomed the Bank’s renewed attention to infrastructure.  One Minister said he 

looked forward to a discussion in the Development Committee of the interrelationship between 
infrastructure, growth, and social development, along with an analysis of Bank lending to the sector.  
Another Minister stressed the need to narrow the gap between the supply of infrastructure and the needs 
of the poor, arguing that the MDBs should  supplement and catalyze private financing for infrastructure 
and help countries to build institutional arrangements;  he welcomed the Bank’s work on an 
Implementation Action Plan and looked forward to its expeditious implementation.  Yet another Minister 
commended the Bank’s efforts to be responsive to client demand and to refocus on the role of 
infrastructure in promoting development and poverty reduction;  he stressed the importance of creating 
the conditions for infrastructure and private sector development as a vehicle for enhancing the ability of 
developing countries to participate in and capture gains from international trade.   

 
Private Sector Development 
 
A Minister welcomed the Bank’s work on assessing and strengthening the investment climate in 

developing countries.  In this connection, she also welcomed the participation of MIGA and IFC as 
catalysts for private sector investment in developing countries, and urged countries that are not yet party 
to MIGA to become so as soon as possible.   

 
Financial Architecture 
 
One Minister was encouraged by the recent progress on the Financial Sector Assessment Program 

(FSAP) and the international standards and codes initiative.   She also welcomed progress -- in 
collaboration with partners -- in helping developing countries assess and strengthen their debt 
management systems. 

 
Combating Terrorist Financing and Money Laundering 
 
One Minister stressed the need to maintain the integrity of the financial system in the fight against 

the financing of terrorism and money laundering.  He was encouraged by the progress of the pilot 
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program undertaken by the Bank, Fund, and FATF to assess country performance in this area, and hoped 
that this activity would become a permanent part of the effort to protect financial systems from abuse. 

 
Support for Iraq 
 
Several Ministers pointed to the importance of swift action by international institutions -- 

including the Bank and the Fund  -- to assist Iraq, and encouraged their participation.   One Minister, 
praising the role that the Bank has played in Afghanistan, said that IFI engagement was critical; he said a 
World Bank assessment of Iraq’s needs would help to inform the work of the international community 
going forward.  Another Minister focused on the provision of  loans and technical assistance -- with the 
Bank financing infrastructure, following the clearance of arrears, and the UN playing a central role in 
coordinating humanitarian and reconstruction activities.  A third Minister stressed the importance of 
engagement by the international community, including the Bank and the Fund, in order to ensure 
sustainable social, political, and economic development and commensurate improvements in the lives of 
the Iraqi people. 
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Prepared Statements Circulated by Members 
 
 
Statement by Mr. Hamad Al-Sayari, Governor, Saudi Arabian Monetary Agency 
 

This year’s Spring Meetings take place against the unfortunate setting of the war in Iraq and the 
continuous suffering of the Palestinian people.  The war adds to the tensions in the Middle East which 
were already high due to the continuing occupation of Palestinian lands in the West Bank and Gaza and 
the destruction and pain inflicted on its people.  We hope for an early end to the war in Iraq in a manner 
that respects the integrity of the country and its people as well as urgent attention to an expeditious 
resolution of the Palestinian issue consistent with the announcements made by President Bush and 
supported by European Union.  We also hope that as peace is restored and issues related to post-war 
governance are resolved, the international community unites to alleviate the short- and long-term damages 
that have been inflicted on the Iraqi and Palestinian people. 

 
The war in Iraq has also exacerbated uncertainties in the global economic environment.   These 

uncertainties are putting pressure on the development agenda agreed at Monterrey at least in the medium-
term especially at a time when net private capital flows to developing countries, which collapsed in the 
late 1990s, continue to decline and developing countries as a group have become net-exporters of capital 
to the developed world without much prospect of a reversal in the 3-5 year time horizon as concluded by 
the report on Global Development Finance 2003. 

 
The sobering reality of these global developments should give us additional impetus to reaffirm 

our commitment to eradicating poverty and achieving sustainable development in an inclusive and 
equitable global order.  In this spirit I turn to the agenda of this meeting, and would like to start by 
addressing some of the key issues raised in the report on “Achieving the  Millennium Development Goals 
(MDGs) and related outcomes: A framework for Monitoring Policies and Actions”.  The staffs of the 
World Bank and the IMF are to be commended on their efforts to consult with other partner agencies and 
institutions involved in global monitoring activities.  This is critical to avoid duplication, and to make 
maximum use of the complementarities among agencies, in an effort to further develop the proposed 
monitoring platform into a truly partnership-based one.  Having said this, I would encourage the Bank and 
the Fund to confine their efforts to credible agencies and institutions, and to avoid the temptation to 
include those agencies and institutions which are politically driven or motivated and whose data bases 
lack credibility.   

As envisaged, the proposed framework for global monitoring consists of:  (i) regular reporting to 
the Development Committee of the implementation of policies and measures by the developing countries, 
the developed countries, and the international financial institutions, that are needed to achieve the 
Millennium Development Goals (MDGs) and related development outcomes; and (ii) the monitoring and 
data platform, for which a prototype has been developed, that underpins the reporting.  While we support 
such a framework, we continue to have the following four concerns: 

First, the monitoring process itself, while extremely needed, runs the risk of causing attention to 
become totally focused on the MDGs, which are only a subset of the broader national development 
priorities of countries.  In the effort to show progress, developing countries, as well as the international 
donor community could end up diverting the bulk of their resources away from other equally legitimate 
development priorities. 

Second, it is indeed important to invest in the collection of data and development of indicators 
that are timely, robust and reliable.  Such efforts should not come at the expense of research and analysis.  
The challenge, especially for the Bank and the IMF, is to understand better the links between 
macroeconomic policies and structural reforms, on one side, and economic growth and poverty reduction 
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on the other side.  This is particularly important in view of the preliminary assessment and findings 
resulting from the use by Bank and IMF staff of the proposed global monitoring framework. One such 
finding refers to the fact that progress made by low-income countries on macroeconomic and trade 
policies had not translated into similar improvements in growth and poverty reduction.  Enhancing our 
knowledge of the links between policies and actions, on the one hand, and outcomes on the other hand, is 
key to achieving the MDGs.  This said, it is indeed encouraging to note that the Bank and Fund are 
moving their research efforts in this direction. 

Third, the Country Policy and Institutional Assessments (CPIAs), seems to be accorded a very 
important role in the monitoring process of the performance of developing countries.  It is clear that in the 
context of IDA13, there is a movement towards CPIA disclosure.  As acknowledged by staff, further 
work needs to be done to improve the CPIA methodology both in terms of its transparency and the 
evaluation process to ensure its significance and credibility for global monitoring.  Furthermore, we 
would caution against the use of this instrument for countries where it could adversely affect their access 
to capital markets.  More generally, we believe it is important that the Bank takes the necessary steps to 
ensure that its use and public disclosure of CPIAs does not put it in the undesired position of a rating 
agency.  

Fourth, we generally agree with the priority areas for attention in the developing countries, 
developed countries, and the international financial institutions that the preliminary work on global 
monitoring has identified as crucial for achieving the MDGs.  It is absolutely right to point to aid and 
trade as priority areas for actions by the developed countries, in addition to the crucial role their 
macroeconomic policies play in the stability and growth of the global economy.  It is unfortunate, 
therefore, that the discussion on Scaling Up tends to focus on ODA levels as the main source of financing 
without taking into account the potential additional resources accruing to developing countries from trade 
liberalization by the OECD countries. 

Turning now to the second agenda item entitled “Progress Report and Critical Next Steps in 
Scaling Up”, it is clear that except for the Education for All (EFA) target, the prospects for reaching the 
MDGs are not promising, to say the least.  Therefore there is a need to scale up the effort by the 
developing countries through better policies and stronger institutions, and by the international donor 
community through providing more funding in support of good policies. 

 
The process of scaling up, however, is complex and poses formidable challenges.  The report’s 

main contribution is to explain the magnitude of the challenge, and to point to the need to accelerate 
economic growth, make progress on multiple fronts given the inter-connectedness of the MDGs, enhance 
implementation capacity, and ensure the availability of adequate funding. In this context, I want to 
highlight the following points: 

 
First, growth is indeed critical to reach the poverty and service delivery MDGs.  There is good 

knowledge of the factors that contribute to economic growth, including a strong macroeconomic 
framework, a conducive investment climate, a healthy financial system, and strong institutions.  The fact 
remains, however, that some countries achieve high growth rates but the benefits of growth do not filter 
down to the poor households, and that other countries implement sound programs supported by the IMF 
and the Bank but do not achieve the desired growth.  As I mentioned above, there is ongoing research in 
the  Bank and the Fund to understand better the linkages between policies and outcomes.  But, more needs 
to be done.  Having said this, and to give an idea about the magnitude of the challenge at hand, it is worth 
noting the observation in the report that Sub-Saharan Africa might be able to reach the income poverty 
goal if projected economic growth rates double, but will still be unable to reach the education and health 
MDGs. 

 
Second, the finding that progress on one MDG depends on progress on other MDGs increases the 

complexity of the process of reaching the MDGs.  This requires multi-sector approaches which can test 
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even more existing capacities in the developing countries and in the international financial institutions.  
This is by no means an easy challenge to meet, and I note that the Bank had only recently started 
developing a multi-sector perspective to scaling up, including the move towards result-based Country 
Assistance Strategies.  But, it will be sometime before the Bank can translate multi-sector analysis into 
interventions at the country level that are mutually reinforcing. 

 
Third, crucial to achieving the MDGs is the need to greatly strengthen implementation capacity at 

all levels in developing countries, especially the low-income countries.  For a number of reasons, past 
efforts have not yielded too many positive results in terms of building lasting capacities in developing 
countries.  This is perhaps one of the most important reasons, albeit not the only one, for the inability of 
many developing countries to sustain economic growth.  Much remains to be done, and existing 
approaches to capacity building may need to be modified. Programmatic approaches that indicate the 
willingness of the international donor community to provide support over long periods, might prove more 
effective.  But, they are new and it is too early to pass judgment on them. 

 
Fourth, unfunded programs are of course destined to fail.  It is critical, therefore, to provide 

adequate funding to support developing countries’ efforts to reach the MDGs and the related development 
targets.  But, unfortunately, the Bank and Fund have focused on the need to ramp up ODA.  To some 
extent this is understandable given that some high-income countries are currently well below the UN 
ODA target of 0.7 percent of Gross National Income, and will continue to be so even after the 
announcements they made at the time of the Monterrey conference to increase significantly their ODA.  

 
This said, the estimates for annual incremental ODA that is needed to reach the MDGs tend to 

vary and the range for these estimates is very wide casting doubt about the accuracy of such estimates.  It 
would be important to get a better fix on cost estimates, identify all potential sources of finance, and then 
estimate the needed ODA increase to finance the gap.  Just as with the HIPC, numbers that are made 
public could develop their own momentum and increase public pressure on donors and the international 
financial institutions to fund programs even in the absence of a good policy environment and adequate 
absorptive capacity. 

 
In our view, a main source of financing that needs to be considered and pursued, is trade.  It is 

worth noting that public support to agriculture in OECD countries is six times their current ODA levels, 
and that full liberalization of trade in goods could reduce poverty by 300 million people by 2015.  Such 
actions by the developed countries would contribute significantly towards helping developing countries 
achieve the MDGs.  For developing countries to take advantage of the opportunities resulting from better 
access to industrial markets, they will need to strengthen their trade-related institutions and infrastructure, 
including roads, transport and telecommunications.  Therefore, developing countries access to industrial 
countries’ markets will more     likely accelerate the reform effort, encourage the flow of FDI to push 
growth above current projections, and generate employment. 

 
As we have long stated and recently substantiated by the Bank’s Chief Economist, agricultural 

subsidies in high-income countries and market restrictions benefit a small number of  farmers in these 
countries, affect consumers adversely through higher food prices, and divert substantial public resources 
away from more efficient utilization.  The high income countries have recently missed a great opportunity 
to reform their agricultural sector and to help in a tangible way developing countries to reach the MDGs, 
by failing to reach an agreement on farm support and market openings. 

 
I want to make one last comment on scaling up. The report seems to promote EFA Fast Track 

Initiative as a model for scaling up in other service-delivery areas such as health, nutrition and water and 
sanitation.  Experience with the EFA FTI model is only recent and the lessons are still being studied.  It is 
therefore, too early to replicate this model in other service-delivery areas. In fact, this model might not 
necessarily be the best approach for health and water. 
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I welcome the discussion of “Enhancing the Voice and Participation of Developing and 
Transition Countries” in the World Bank and the IMF.  This can only enrich the dialogue among and 
between all the shareholders of the two institutions and, in the process, improve the quality and ownership 
of development programs. 

 
In this context we note the efforts to build capacity at both the country level and in the Boards of 

the two institutions which can be implemented without amendments to the Articles.  We support the 
measures adopted by the Boards of both institutions to implement short-term measures to enhance 
staffing capacity of the largest multi constituencies representing Africa and encourage the two Boards to 
continue to address further possible enhancements. 

 
We also note the broader ideas that have been suggested. We believe, from past experience, that 

options to change the size and composition of the two Boards and of the Development Committee as well 
as issues pertaining to voting strength are more difficult and need much further consideration before a 
consensus can be achieved.  We look forward to participating in these discussions with an open mind. 
 
 
Statement by Mr. Boediono, Minister of Finance, Indonesia9 
 

The economies of the constituencies of the Southeast Asia Group weathered last year’s economic 
difficulties and posted modest growth in 2002. However, this year’s prospects are more uncertain. 
Economic imbalances, notably in the major industrialized countries, the developments in Iraq and the 
recent SARS outbreak all involve substantial risks.  Nevertheless, we believe that global and regional 
economic momentum will pick up by the end of the year. Whatever the circumstances, collectively we 
cannot reduce our commitment to the Millennium Development Goals (MDGs) and the World Bank must 
play the key role in advancing this agenda. 
 
The Millennium Development Goals 
 

One of the most significant accomplishments of the Monterrey Conference was the acceptance of 
a new partnership and shared accountability for development. Developed and developing countries must 
match rhetoric with results.  Thus, we welcome the agreement to increase current levels of ODA by 
US$16 billion by 2006.  However, this enhanced funding may not be adequate to achieve MDGs and 
more and better aid is essential to meet the agreed commitments in Education, HIV/AIDS, Water Supply 
and Sanitation. 
 

This increase in the amount and quality of development assistance on the part of the developed 
countries is an important step, but faster economic growth is required for many developing countries to 
reach poverty reduction and service delivery goals.  For developing countries taken as a whole, trade is 
the single most important development catalyst.  With this in mind, the slippage in agricultural 
negotiations at the WTO is disappointing.  We urge the industrial countries to make faster progress on 
opening markets and phasing-out trade-distorting subsidies, particularly for agriculture, textiles, and 
labor-intensive manufactures. 
 

The commitments by developing countries at Monterrey are no less important. We accept the 
urgent need, and commit ourselves, to improve investment conditions and improve the delivery of 
government services especially to the poor.   
 

Another significant achievement in Monterrey was the agreement to monitor policies and actions 
of all parties.  Thus, we support the proposal to make the assessment of progress on meeting 

 
9 Representing Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, Singapore, Thailand, 
Tonga, and Vietnam 
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commitments and achieving targets the centerpiece of the Development Committee’s agenda this 
September as well as the idea to provide updated reports at future meetings.   
 

Given limited resources, duplication should be avoided and consultations continued.  A special 
priority for donor assistance has to be building statistical capacity in developing countries. 
 

For those most in need and most likely to have difficulty meeting their MDGs, special measures 
may be needed. We agree with the President of the Bank that we should create a special trust fund for 
Highly Indebted Poor Countries (HIPCs) and continue to use moral suasion on their creditors. 
 
Progress Report and Critical Next Steps 
 

As I noted we risk failing to meet the MDGs unless we take decisive and well-designed action.  A 
dramatic increase in annual ODA to finance direct costs needs to be combined with more effective 
resource utilization and performance-based measures.  However, a performance-based approach must not 
overlook the importance of supporting reform in countries that have not met performance criteria due to 
institutional constraints. 
 

The MDGs were designed to be mutually reinforcing and interdependent.  Sufficient resources 
need to be made available by development partners to ensure well-coordinated interventions across 
sectors.  This requires long-term commitments of untied and coordinated aid that can be used to finance 
recurrent as well as capital costs. It also depends critically on speeding up the harmonization of 
operational policies, procedures, and practices in the donor community.  
 

For their part, developing countries need to ensure that MDG priorities are properly aligned to 
each country’s national development policies and provided for in their national budgets.  Again, financial 
assistance is critical and without it gains will not be sustainable. 
 
Enhancing Participation in Decision Making at the World Bank 
 

A final topic concerns increasing the voice and participation of developing and transition 
countries in the formulation of international finance and development policy.  
 

The staff report contains several options here, some of which can be implemented without undue 
delay, and we should move quickly in those areas. 
 

For example, we believe that providing more support for communication between Executive 
Directors and their capitals is warranted.  This, combined with additional support for interaction outside 
of the Annual Meetings, will help Executive Directors with multi-country constituencies better represent 
their members. We also accept that Executive Directors need more staff, more flexibility in promotions 
and the ability to draw on outside analytical capacity. 
 

While there are benefits to maintaining the current size of the Boards, we have no objection to 
exploring the addition of more members.  In addition, we support the effort to explore alternatives that 
increase developing and transition countries’ participation. 
 

The Development Committee meeting this Spring should convey some very critical messages on 
the Millennium Development Goals and the Monterrey commitments.  More financing, improved policy 
and a stronger partnership among developed countries, developing countries and multilateral development 
and financial institutions are important if we expect real outcomes. Along with this, more involvement of 
developing and transition countries in decision-making at the Bretton Wood Institutions is critical, if not 
inevitable, if we are to increase ownership and improve performance.  
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Statement by Mr. Bohoun Bouabré, Minister of Economy and Finance, Côte d’Ivoire10 
 

My statement will focus primarily on the two items on our agenda for today’s meeting.  I will 
conclude with some brief observations on the debt problem of the heavily-indebted poor countries, 
harmonization issues, and trade. 

 
A Framework for Monitoring Policies and Actions 

 
One year ago, following the Monterrey and Johannesburg summits, the international community 

adopted a partnership, the Monterrey and Johannesburg consensus, between the developing countries and 
countries in transition, on the one hand, and the more industrialized countries, on the other hand. At the 
same time, a smaller-scale partnership, the New Partnership for Africa’s Development (NEPAD), was 
born.  The two pacts share a common impetus.  The developing countries, for their part, affirmed their 
determination to adopt sound policies and good governance with a view to creating an environment 
conducive to rapid economic growth and sustainable development. The developed countries, for their 
part, indicated their resolve to join the developing countries in their efforts to accelerate growth.  The 
ultimate objective of this dual approach is to achieve the Millennium Development Goals and, in 
particular, to bring about a significant reduction in poverty. 

 
It is timely now, after a year of efforts, to take stock of the progress achieved and determine what 

challenges lie ahead.  In this regard, we are pleased to note that many countries have made substantial 
progress, especially with respect to macroeconomic stabilization.  Other countries have expanded their 
external trade in order to benefit from globalization.  Unfortunately, however, these developments have 
not had a tangible impact on economic growth and poverty reduction. In particular, given the current 
growth rate of the Sub-Saharan African countries (only three percent as opposed to the seven percent 
average growth rate required to achieve the Millennium Development Goals), the likelihood that they will 
be able to attain these goals by 2015 is slim.   

 
The countries in our constituency are keenly aware of the need to make considerable progress 

with regard to institutional strengthening, particularly when it comes to establishing the rule of law, a 
sound legal framework, and basic infrastructure conducive to improving the climate for investment.  They 
are equally aware of the need for good governance and an efficient civil service.   Efforts to promote 
growth should not only endeavor to target the poor more effectively; they should also be accompanied by 
capacity-building policies to enable the poor to help themselves. Our countries are therefore determined 
to do their utmost to promote the development of human resources by giving priority to allocating 
increased financial resources to education and health programs. 

 
The industrialized countries, for their part, need to translate the commitments they made in the 

Monterrey and Johannesburg consensus into reality.  These countries undertook to increase the volume, 
and enhance the quality, of their external assistance.  However, the volume of new aid commitments 
proposed by our partners in this context, including the IDA replenishment and bilateral aid resources, thus 
far barely exceeds US$15 billion. Experts indicate that it will be impossible to achieve the Millennium 
Development Goals unless this figure is increased substantially.  We therefore appeal to donors to 
increase the resources allocated for official development assistance, which have continued to show a 
downward trend in recent years. These additional resources can be utilized effectively as our countries 
implement programs  under our poverty reduction strategies (PRSPs) and the Heavily-Indebted Poor 
Countries (HIPC) Initiative.  At the global level, the industrialized countries should also honor the 

 
10 Representing the Constituency of Benin, Burkina Faso, Cameroun, Cape Verde, Central African Republic, Chad, 
Comoros, Republic of Congo, Democratic Republic of Congo, Côte d’Ivoire, Djibouti, Equatorial Guinea, Gabon, 
Guinea, Guinea-Bissau, Madagascar, Mali, Mauritania, Mauritius, Niger, Rwanda, São Tome & Principe, Senegal, 
Togo, Somalia 
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commitments they made in Monterrey and Johannesburg, as well as those undertaken in Doha, Rome, and 
Kyoto. 

 
We welcome the idea that a monitoring report, supplemented by interim reports on specific 

topics, will be prepared on an annual basis, and not solely for the Committee’s next session. Finally, we 
welcome the methodological approach envisaged and the proposal by the staff of the Bretton Woods 
institutions to strengthen the framework and the data on which it is based, in order to monitor progress 
towards achieving the Millennium Development Goals.  Naturally, we recognize that these proposals will 
entail costs that will have to be carefully evaluated. 

 
Scaling Up:  Education for All, Health, HIV/AIDS, Water and Sanitation 

 
We welcome the progress report prepared by the two institutions on the Millennium Development 

Goals focusing on Education for All; health, including the scourge of HIV/AIDS; and water and 
sanitation. 

 
Regarding Education for All, we wish to thank those of our external partners who have agreed to 

provide the additional resources we need in order to achieve the objectives of this initiative.  We urge all 
other donors providing external aid to translate the commitments they have made in this sphere into 
concrete action. We also call upon the World Bank to consolidate its contribution to education, and we 
value its catalytic role.  The International Development Association (IDA) has a particularly important 
role to play in the poorest countries, which have a more pressing need to invest  in education than do 
other countries. Countries in conflict and low-income countries under stress should be among IDA’s 
highest priorities. 

 
With respect to HIV/AIDS, although new resources have been committed, a financial gap 

remains.  Priority should be given to country-level implementation and monitoring and evaluation of 
programs.  We also hope that close attention will be paid to the regional dimension of the effort to combat 
the AIDS pandemic.  Lastly, we wish to underscore the need to find an appropriate solution for countries 
with payments in arrears and those that are not IDA-eligible, with a view to enabling them to receive 
financing suited to their budgetary constraints. 

 
While water and sanitation are key factors affecting public health, they also have an impact on 

economic growth and the fight against poverty.  We are therefore pleased that the international 
community, including the World Bank, has mobilized to support this sector and is seeking ways to 
promote its development.  

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
The issue of representation in the Bretton Woods institutions has two key dimensions:  

strengthening the capacity of the offices of our Board representatives, and regional representation on the 
Boards.  

 
As to the first of these dimensions, it should be borne in mind not only that the African Executive 

Directors represent the most countries on the Boards of the Bretton Woods institutions, but also that these 
countries are the beneficiaries of most of the programs in operation.  It is therefore important to ensure 
that the offices are in a position to effectively represent the countries that appoint them. The operational 
capacity of the offices should therefore be strengthened with additional human and financial resources. 
Our representatives have submitted specific proposals on this matter to their respective Boards. 

 
I welcome the consensus that has emerged regarding this request, which has already enabled the 

two institutions to approve an increase in the number of staff  of the African offices.  I nevertheless wish 
to point out that for us, the question of the developing countries’  “voice” does not hinge solely on 
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bolstering office capacity.  To enhance the voice of developing and transition countries, it is also 
important to introduce changes in the level of representation on the Boards as well as in voting rights. 

 
Sub-Saharan Africa, with 48 countries, has only two chairs on the Board of each of the two 

institutions.  To enable the African representatives to give each country the attention it deserves, we 
believe that increasing the number of chairs representing Africa on the Board could help to lighten the 
workload of each office.  Moreover, voting rights in the Fund and the Bank are linked to each country’s 
quota and capital subscription, which are in turn based on its economic power.  Although we definitely 
are not in favor of a system of governance based on the “one country, one vote” principle, we do believe 
that there is a strong case for making the governance rules of the two institutions more flexible in order to 
enhance the voting rights of the developing countries.  For example, we would be in favor of restoring the 
value of basic votes, which has declined since the institutions’ founding, to their initial relative value of 
10 percent. 

 
We recognize that our proposals have complex technical and political implications, and we 

support the informal proposal by South Africa and the United Kingdom calling for the establishment of 
an independent consultative group to study these issues and submit its conclusions to us at our 2004 
Spring Meetings, and perhaps a progress report as well at our Fall 2003 Meetings. 

 
Implementation of the Heavily-Indebted Poor Countries (HIPC) Initiative 

 
The indications Mr. Wolfensohn provides in the Note he has submitted for our consideration 

suggest that little progress has been made since the 2002 Annual Meetings in implementing the Heavily-
Indebted Poor Countries (HIPC) Initiative.  Only two countries, Mali and Benin, have reached their 
completion points. I welcome the fact that these two countries are members of my constituency in this 
Committee.  However, 18 countries are between their decision and completion points and 12 have not yet 
reached their decision points. 

 
We welcome the contribution announced by the international donor community in October 2002 

of an additional US$850 million that will enable the regional development banks to contribute to the 
Trust Fund.  

 
We urge the international community to take the measures required to accelerate implementation 

of the Initiative.  In this connection, we encourage the World Bank and the IMF to relax the 
conditionalities that must be met for countries to benefit from debt reduction.  Delaying debt forgiveness 
could delay the reforms needed to reduce poverty and increase the costs. 

 
Harmonization of Donors’ Operational Policies, Procedures, and Practices 

 
We wish to take note of the substantial progress made in recent years on the harmonization 

program, which aims not only to reduce aid transaction costs, but also to enable beneficiary countries to 
adopt efficient operational procedures applied by all development partners. 

 
We welcome the conclusions in this regard reached by the High-Level Forum that met in Rome 

on February 24-25, 2003, to explore ways to facilitate the  harmonization of donors’ procedures and rules.  
We urge all our development partners to base their actions more on each borrower country’s own 
budgetary and planning procedures, while adhering to generally applied standards.  

 
External Trade 

 
In conclusion, we wish to take this opportunity to reiterate our countries’ interest in international 

trade and to underscore the role such trade plays in promoting growth and development.  We note the 
steps a number of countries, including African countries, have taken in this regard when preparing their 
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poverty reduction strategies.  However, we note with concern that no significant progress has been made 
since the Doha Ministerial Conference last year and the Agreement reached on that occasion.  In the 
interests of implementing the Doha Agreement, we urge the industrialized countries to open their markets 
more rapidly to exports from the developing countries.  The question of agricultural subsidies, in 
particular, merits special attention. We also wish to underscore how important it is for our countries, 
especially the poorest among them, to obtain assistance from the international community so that they can 
put appropriate management systems in place, in particular in the agricultural sector, to enable small 
producers to protect themselves from fluctuations in the prices of their main exports. 
 
 
Statement by Mr. Ian Campbell, Parliamentary Secretary to the Treasurer of the Commonwealth 
of Australia 11 
 
Achieving the MDGs and Related Development Outcomes 

 
We are meeting this year at a time of global uncertainty, with weak consumer confidence in the 

major economies, hesitant financial markets, recent volatility in Latin America, and the conflict in Iraq.  
We face major challenges in dealing with these uncertainties and in strengthening the recovery.  Renewed 
efforts – by developing countries in pursuing reforms, by the international community in liberalizing 
trade, and by donors in enhancing aid – will be needed if we are to achieve our longer term development 
objectives, including the MDGs.   

 
Still, it is important to see the current situation in a larger context: the economic growth achieved 

by developing countries as a group over the past two decades has brought unprecedented reductions in 
poverty.  Despite dramatic increases in population, we are broadly on track at the global level to meet the 
goal of halving the proportion of people living in poverty between 1990 and 2015.  As the Bank’s own 
data shows, the proportion of people living in absolute poverty has fallen from almost 30 per cent in 1990 
to about 23 per cent.  The past decade has seen over 80 million more children going to primary school, 
while in the past 20 years child mortality has declined by almost a third.   

 
There is no room for complacency.  Progress has been very unevenly spread and, even in the best 

performing countries, not always smooth.  Individually and collectively, we all need to do more.  But 
greater appreciation of past progress, and clearer demonstration of future results as they are achieved, are 
likely to be critical in maintaining public support for all of our continued efforts. 

 
A Framework for Monitoring Policies and Actions 

 
The Development Committee is an important forum for reviewing progress in reducing poverty 

and identifying and addressing policy issues that need to be resolved to progress even faster.  In this 
context, we support a role for the Development Committee in monitoring countries’ policies and actions 
to meet the MDGs. 

 
Sound policies, continued reform, and strengthened institutions in developing countries remain 

key to reducing poverty.  The countries that have made the greatest gains have done so by establishing 
outward oriented policy environments that encourage private sector led growth and by investing in poor 
people to allow them to take advantage of the opportunities offered by growth.  Progress in these areas 
will need to be a central focus in regular monitoring and reporting to the Development Committee.  In this 
regard, it is encouraging to see that in many countries there have been broad improvements in macro-

 
11 On behalf of the constituency comprising Australia, Cambodia, Kiribati, Korea (Republic of), Marshall Islands 
(Republic of), Micronesia (Federated States of), Mongolia, New Zealand, Palau (Republic of), Papua New Guinea, 
Samoa, Solomon Islands and Vanuatu. 
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economic and trade policies, but disappointing that this is offset by limited overall progress on 
governance and structural reform.  The Bank’s assessment that almost two thirds of developing countries 
have business environments that seriously inhibit investment underlines the importance of continued 
efforts in this area.  The Bank’s individual country performance and institutional assessments could 
provide a central pillar for the monitoring and analysis of country policies, although this will require 
improving the robustness and transparency of these ratings. 

 
Another central focus must be on the global trade environment.  As the Bank’s own research has 

demonstrated, full trade liberalization has the potential to help hundreds of millions of people in 
developing countries to escape from absolute poverty.  Agricultural subsidies, which currently total 
approximately seven times total aid flows, are a serious problem for many developing countries, 
particularly in those countries where the majority of the poor live in rural areas.  Recent set-backs in the 
Doha negotiations, and especially the failure to meet deadlines for progress on agriculture, are especially 
disappointing.  We urge all concerned to renew their efforts to regain momentum ahead of the Cancun 
Ministerial meeting so that these negotiations can make their essential contribution to global 
development. 

 
While progress on multilateral trade liberalization is of central importance, unilateral actions can 

also provide additional support.  Australia will provide tariff and quota free access to all imports from 
least developed countries and Timor Leste effective July 2003.  Like New Zealand’s existing scheme, the 
Australian initiative will be comprehensive and complete, without phase-in periods or exemptions.   

 
Improved development cooperation is vital.  Aid volume is obviously one element of this, but aid 

does not and can not provide the bulk of the investment resources required to drive development.  Far 
more important are the resources generated through the mobilization of domestic savings, supported by 
international trade and international capital flows, and the efficiency with which these resources are 
allocated and used.  Estimates of the amount of additional aid needed to meet the MDGs need to take 
account of the uncertainties affecting these much larger aggregates, including the extent of future policy 
reforms and trade liberalization.  Attempts to reduce these uncertainties to a single global figure are 
unlikely to be meaningful and may be of dubious value as an incentive for mobilizing additional aid 
commitments.  Concentrating on identifying specific needs on a country by country basis may be more 
realistic and effective in this regard. 

 
If the goals are to be achieved, it will also be necessary to ensure the effective targeting of limited 

donor resources.  We must not forget the significant development needs of the Asia-Pacific Region, 
which is home to around two-thirds of the world’s poor - or 800 million people. 

 
Aid quality is also important.  Improving harmonization, enhancing the policy coherence of 

assistance programs, and adopting effective results oriented management practices are areas where donors 
can play a key role.  Developing better indicators of aid quality has the potential to support efforts being 
undertaken by all donors.  We welcome the commitment to broad consultation to ensure that the metrics 
produced reflect appropriately the different dimensions of aid quality.  These dimensions include the 
importance of skills transfer and capacity building as well as the transfer of financial resources, and the 
need for donors to effectively and innovatively engage with poor performers. 

 
Scaling-Up – Education for All, Health, HIV/AIDS, and Water Supply and Sanitation 

 
Social investments must be an integral component of any development strategy.  Poor people 

need access to basic social services, primary education, health care and water.  Since 1990, donors in this 
constituency have in real terms more than doubled programs to these areas, and we support World Bank 
efforts to rebuild its education and water portfolio as well as to maintain its strong focus on health issues. 

 



 42
 

Efforts to scale-up support for priority social interventions need to be set within an integrated and 
comprehensive approach that allows balance to be maintained in each country according to its needs and 
capacities and recognizes the central importance of economic growth.  Improving educational outcomes, 
for instance, requires attention to complementary inputs such as health and nutrition, water and sanitation 
and rural infrastructure.  Without some level of economic security, poor people will often not be able to 
afford the opportunity cost of sending their children to school – even if there are no school fees.  And 
without growth, school leavers may not be able to find jobs.   

 
Thus specific interventions need to be closely integrated into each country’s overall development 

priorities and planning.  The MDGs can provide a useful guide, but each country needs to develop its own 
program of agreed approaches and indicators that reflect its priorities and circumstances.  Consistent with 
this approach, we consider that increased Bank engagement in education, health, HIV and water should be 
pursued within the Bank’s overall country-based framework, as reflected in PRSPs and the country 
performance-based lending allocation system.   

 
Enhancing the Voice and Participation of Developing and Transitional Countries 

 
Setting priorities and planning at the country level with strong country ownership is essential if 

development is to be effective.  The quality of the engagement between individual countries and the Bank 
and Fund is central to enhancing the voice and participation of countries in their own development.  But 
effective participation by developing and transition countries in the governance of the Bank and Fund is 
also critical to the success of these institutions. 

 
We welcome actions by the Boards of both institutions to provide additional administrative 

resources and capacity building measures to support developing country participation, and especially to 
meet the needs of large multi-member constituencies.  In order to preserve efficiency, however, we are 
not yet persuaded of the advantages of increasing the size of what are already very large full time boards.  
In addition, we consider strongly that constituency arrangements should continue to be an issue for the 
members of each constituency. 

 
The World Bank and the IMF are financial institutions, and their governance arrangements must 

ensure they have the capacity to maintain their financial strength.  Shareholdings that primarily reflect 
members’ relative economic weight are a key element in this.  Some rebalancing of shareholdings would 
be appropriate to reflect changes in the global economy over the past couple of decades, and especially 
the dramatic growth in several emerging market economies.  We are also prepared to explore some 
adjustment of basic votes.  In the absence of a consensus, a degree of caution will be needed in pursuing 
shareholding issues – but this should not result in them being put interminably in the “too hard” basket.   

 
The issue of voice, however, goes beyond questions of shareholdings or Board arrangements.  

Ultimately, we need to ensure that the institutional culture of both the World Bank and the IMF 
encourages engagement with developing countries and ensures that both institutions listen to a wide range 
of views.  There have been strong moves in this regard, as shown by the importance placed on country 
ownership in the PRSP process and greater outreach efforts by the Bank and the IMF.  Nevertheless, even 
greater responsiveness to these cultural issues by the boards and managements of both institutions could 
potentially play a significant role in encouraging deeper and broader participation than may be brought by 
more mechanical changes to Board staffing, constituency groups or voting rights. 

 
Progress on HIPC 

 
Under HIPC and associated bilateral debt relief, the international community has already 

committed US$40 billion in net present value terms to 26 of the poorest countries – reducing their debts 
by two thirds and taking their average debt-to-export ratios below the average for all developing 



 43
 
countries.  The debt relief provided has allowed HIPC countries to increase social expenditures by almost 
half compared with just four years ago.   

 
The HIPC Initiative offers considerable flexibility in providing interim debt relief while  

countries undertake policy reforms to set them on a path where debt sustainability, once achieved, is more 
likely to be maintained.  Although there have been some setbacks for countries  in moving from interim 
relief to a final exit from the HIPC initiative, recent agreements on Benin and Mali provide reassurance 
that the process is working.  Continued debt sustainability requires growth in exports, and thus in private 
sector activity, and strong institutional capacities for controlling and managing new public debt 
commitments. Establishing a sound basis for continuing institutional and policy reforms to promote 
economic growth is essential not just for poverty reduction but for continuing debt sustainability as well.  
This is consistent with the key messages that came from the independent Operations Evaluation 
Department’s review of HIPC: that the HIPC Initiative should be seen as only one element of a broader 
development strategy; that the objective of HIPC to provide a basis for longer-term growth and poverty 
reduction is most likely to be achieved when performance standards are maintained; and that, in addition 
to social expenditures, greater attention to promoting pro-poor growth is needed.   

 
Full creditor participation has always been an important principle underpinning HIPC.  We 

continue to strongly encourage those creditors yet to accept their responsibilities to do so. 
 

Harmonization 
 
The recent Rome Forum on Harmonization provided a new impetus to efforts by the international 

community to further harmonize development programs.  Better coordination between donors and greater 
alignment of procedures holds considerable potential.  This is particularly important for small states, 
where capacity tends to be limited.  We were pleased with the emphasis in the Rome Declaration on 
country ownership and government leadership as the central element of harmonization efforts.  
Harmonization efforts are most likely to be successful if pursued within a country-based framework that 
recognizes the complementary roles that different donors and creditors can play – bilateral, multilateral 
and non-government – and that acknowledges the utility of diverse aid modalities in differing situations.   

 
At least as important as efforts to harmonize processes and procedures are the potential gains 

from donors working closely with governments and each other to improve policy coherence.  
Coordination between the international financial institutions is clearly improving, although continued 
leadership from senior management of all institutions will be required to further embed institutional 
cultures which value cooperation.  Opportunities should be sought for upstream policy coordination 
between developing country governments and bilateral and multilateral donors.  In this constituency, for 
instance, the World Bank, the Asian Development Bank and Australia are working on the development of 
a joint country strategy to assist the Government of Papua New Guinea in its development efforts.  As far 
as I am aware, this joint approach has not been tried anywhere else in the world, and I expect that there 
will be some challenges in operationalizing the strategy.  The potential benefits in development outcomes 
make it worth the effort, and we hope that in due course other donors will join up too, and that the 
approach might be tried in other Pacific countries.  

 
The Results Agenda 

 
As noted previously, the need for renewed efforts from the international community should not 

obscure the fact that we are collectively making clear progress on development issues.  Maintaining 
public support for development cooperation efforts will require giving attention both to the successes that 
have been achieved – and the contribution made by aid - as well as on the obstacles that remain. 

 
The work being undertaken by the Bank to develop a set of indicators to measure results is a path-

breaking initiative both for monitoring – and learning lessons from – what we are doing, and for 
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publicizing overall development progress.  In undertaking this work it will be important to generate 
intuitively graspable indicators of the contribution made by Bank programs to overall improvements in 
people’s lives.  It also is important to be realistic in assessing what can be achieved at reasonable cost and 
to ensure that imbalances in the availability and quality of indicators do not skew the assessment of 
results and subsequent allocations of aid resources. 
 
 
Statement by Mr. Joseph Deiss, Federal Councillor, Federal Department of Economy, 
Switzerland 12 
 

We are meeting at a time of great political and economic uncertainty. The past six months did not 
bring the long-awaited economic upswing. To the contrary, the cautiously optimistic growth projections 
of last fall have been revised downwards in light of lacklustre global economic development and the war 
in Iraq. This has been compounded by the loss of confidence in the ability of the international institutions 
to settle global disputes and ensure international security. It is crucial that we send a strong signal today 
of our determination to overcome past disagreements, to resolve the Iraq crisis and to set the world 
economy back on track. 

 
We must restore confidence in the United Nations as the prime platform for the dialogue on 

global security concerns and provide it with a strong role in the post-war reconstruction of Iraq. A clear 
UN mandate should set the stage for the international reconstruction efforts, including by the World 
Bank.  

 
In addition, we must underline our continued support for a strong financial and economic 

multilateral system. This means reasserting our commitment to the WTO framework, decisively 
advancing the Doha agenda and reinforcing the IMF’s role in the prevention and resolution of financial 
crises. 

 
The global economic downturn leaves its mark on the developing world. Both middle and low-

income countries feel the strain of reversed capital flows, lower aid budgets and increasing debt burdens. 
Thus, an economic turnaround is paramount to achieve the millennium development goals. 

 
One Year after Monterrey 

 
The Monterrey consensus is a milestone for all the countries in our Constituency. Switzerland 

reiterates its commitment to increase its aid budget and to provide preferential access for developing 
countries to its markets. Recovery of market and consumer confidence is key to generate the much needed 
public support for the far-reaching policy reforms that are necessary for a break-through in the Doha 
round. Therefore, timing is a factor that we should not ignore when setting the future agenda. 

 
I welcome the progress achieved with the development of a framework to monitor progress under 

the Monterrey consensus. The framework, which the World Bank has developed together with the IMF - 
in cooperation with the staff of the UN, other multilateral development banks, the WTO and the OECD - 
is still work in progress. It is based on an agreed division of responsibilities, whereby the UN takes the 
lead to monitor progress towards the millennium development goals, and the World Bank and the IMF 
monitor policies and actions needed. The monitoring framework for the Development Committee is 
grounded in the concept of institutional comparative advantage. As the framework is improved and 
further developed over time, it should provide us with a sound basis to track our efforts in the spirit of the 
development partnership agreed in Monterrey. 

 
12 On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia and Montenegro, Switzerland, Tajikistan, 
Turkmenistan, Uzbekistan 
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Growth is an important ingredient for poverty reduction. But it will not suffice by itself to achieve 

the millennium development goals. More difficult will be to ensure that the poor can participate in the 
growth process. This requires a multi-sectoral approach by the international development community, 
which should strike the right balance between private sector and infrastructure development on the one 
hand, and education, health and public sector governance on the other. 

 
As the Bank points out, a considerable effort must still be made to improve the statistical data and 

the limited institutional capacity in developing countries, which is a long-term task. This is an area where 
the Bank has a comparative advantage, and thus should take the lead in close collaboration with other 
multilateral and bilateral agencies. The framework should be continuously reviewed and adapted as 
statistical capacity and experience with the application of the framework grow. 

 
While I agree with the policies and actions outlined by the framework for developing and 

developed countries, more needs to be said about the role of the international organizations, in particular 
the Bank and the Fund. Here, the goal is better coordination, greater selectivity and a strong focus on 
results. The Bank should be at the forefront of the harmonization process. For this, it needs to simplify its 
internal procedures based on the principles of country ownership and local fiduciary accountability. Much 
work remains to be done that should be better captured and tracked by the monitoring framework.  

 
Concluding on this point, I would like to recall that the poverty reduction strategy papers (PRSP) 

must remain at the center of the discussion about poverty reduction at the country level. The PRSP 
process is the platform through which countries agree on their development priorities and the means to 
achieve them. To make PRSPs a more effective framework for national policy, donor coordination and 
harmonization, it is necessary to better align PRSPs and related assistance programs with the annual 
budget cycle of countries. The countries of our Constituency are satisfied with the PRSP process and feel 
that this has been a useful exercise. Nevertheless, I encourage the Bank to listen carefully to concerns 
voiced by developing countries about possible shortcomings, and to come back this fall with a critical 
assessment about where we still can improve. 

 
Responding to the Voice of the Poor 

 
We all subscribed to the consensus of Monterrey, and thus also support the principle to provide 

the poorest countries with more voice. Most importantly, we need to ensure that the poor countries are 
heard by the Bank. This requires first and foremost further decentralization and a stronger field presence 
by the Bank, greater staff diversity and a change of corporate culture, and a generally greater 
responsiveness to developing countries needs.  

 
Any change in the structure of decision making must be carefully weighed against the benefits 

and costs such a change implies. Our prime objective should be to make development more effective. 
Against this background, I could agree that we look at the issues more closely through a well-designed 
process with a clear mandate. We should not give the impression that there is a major problem with the 
current system, but come to an early conclusion on the political questions surrounding this issue. With 
regard to the idea of a trust fund to support independent research and advice in key policy areas, 
Switzerland would be prepared to contribute to such an initiative.  

 
Let me finally point out that our Constituency has a long-standing tradition of partnership and 

mutual learning that has benefited both the borrowing and non-borrowing members of our Chair. This 
partnership has developed well beyond the relationship in the Boards of the Bretton Woods Institutions, 
and encompasses bilateral assistance as well as commercial and economic ties.  
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Debt Relief Remains Important 
 
We much welcome the effort of the international community to close the current financing gap in 

the Trust Fund of the Heavily Indebted Poor Countries Initiative (HIPC). For the success of the initiative 
it is crucial that the funding  requirements are met. I would like to inform you that part of the pledge, 
which has undergone final approval by the Swiss Government end of 2002, has already been disbursed. 
Subject to fair burden sharing, the remaining amount will be disbursed at the end of this year. 

 
The HIPC Initiative continues to make progress and we would like to thank Bank and IMF staff 

for their efforts to support steady implementation. Recently, the pace has somewhat slowed down. Delay 
in implementation is mainly due to political instability in the beneficiary countries, difficulties in 
implementing adjustment programs and the need for more time than anticipated for preparing high quality 
PRSPs. In fact, slower than expected elaboration of PRSPs might be a positive development if it means 
enhanced ownership and participation in the beneficiary countries. We believe that further relaxation of 
the track record requirements of the initiative is not warranted. A strong policy track record is essential 
for assuring a realistic perspective for growth, debt sustainability and poverty reduction in  the HIPC 
countries. At the same time, we have to acknowledge the need for more realistic growth projections in 
order to avoid undue financing gaps at completion point. 

 
I would like to reiterate that debt relief is only one part of a broader agenda. The real challenge is 

to maintain debt sustainability beyond HIPC. For one, growth enhancing policies need to figure more 
prominently in the PRSP process. Secondly, debt management needs to be strengthened. We must guard 
against excessive new lending and avoid to graduate countries prematurely from concessional borrowing. 

 
In conclusion, this has been an exceptional opportunity to advance the agenda on results 

management and development effectiveness. Hopefully, we can come to closure on the remaining 
conceptual questions by fall. I look forward to discuss initial results coming out of the new framework at 
the occasion of the annual meetings in Dubai, which Switzerland will chair. 
 
 
Statement by Mr. Antonio Fazio, Govenor of the Bank of Italy 13 
 

The uncertainty clouding the global economic outlook—compounded by the conflict in Iraq, the 
slowdown of trade in commodities and services including tourism, and a deterioration of commodity 
prices—is likely to affect particularly the poorer countries. While focusing on immediate concerns, we 
should not lose sight of broader, longer-term goals. I believe that a critical task for us at this meeting is to 
maintain a clear focus on the shared goals embodied in the Millennium Declaration. 

 
The Summits of Doha, Monterrey, Johannesburg and Rome underscored the mutual 

responsibilities of developing and developed countries and articulated concrete steps to achieve the 
Millennium Development Goals (MDGs). I am pleased that this Committee is provided with a framework 
that will allow it to assess progress. The donor countries of my constituency are committed to increase 
Official Development Assistance (ODA). Together with the other development partners, and with the 
developing countries in the lead, we share the responsibility to make development aid more effective 
though improved policies, governance and overall coordination of our efforts.  
 
Progress in Implementing the Monterrey Agenda 
 

A Framework for Monitoring and Evaluating Policies and Actions towards the Achievement of the 
MDGs 

 
 

13 Constituency of Albania, Greece, Italy, Malta, Portugal,San Marino and Timor Leste 
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We broadly support the proposed methodology for monitoring actions and policies to achieve the 
MDGs and appreciate the effort to clarify the respective competencies of the Bank and the UN. Regular 
reporting to the Development Committee can enable us to play an effective role in assessing and 
hopefully catalyzing further progress towards the MDGs. This exercise should not be seen as an attempt 
at “global planning.” An evaluation of policies to achieve the MDGs should be based on the commitments 
of borrowers and donors. A fine balance must be struck between the top-down dimension of MDG 
monitoring and the bottom-up approach of country-based programs. 

 
While the overall methodology is appropriate, further effort should be made to identify key issues 

and indicators.  For developed countries, the Development Committee should mainly monitor trade and 
aid. As for developing countries, the MDGs monitoring exercise should give priority to the quality of 
public governance, overall economic climate, and access to social services. We would like to stress the 
need for countries to develop better indicators of the quality of policies and to improve the collection of 
statistics on human development and public expenditures. We encourage the Bank to develop a concrete 
statistical capacity-building action plan and to link this with the ongoing work on results at the country 
level and on the IDA results-measurement system.   

 
Aid coherence and coordination are critical to achieve the MDGs. At the fall meeting of the 

Committee, we expect to see a document that will identify key issues and provide a framework for 
monitoring collaboration of the Bank and the Fund with other partners and further clarifying division of 
labor. This framework for monitoring coherence and coordination could encompass previous exercises 
such as those on monitoring progress in harmonization or MDB collaboration. Coherence between global 
initiatives, such as those related to infectious diseases, education, and post-conflict, and the policies and 
actions of multilateral organizations, will require increasing attention. The Development Committee can 
play an important role in assessing progress in these areas and discussing the main issues that may 
emerge.  It would be useful to involve in our discussions OECD/DAC and agencies such as UNDP that 
play an important role as partners of the Bretton Woods Institutions in achieving the MDGs. 
 

Results so far and Next Steps 
 

The MDG target of halving poverty by 2015 will not be reached by all countries:  it may be 
reached at the global level, thanks primarily to the strong growth performance of China and India, but the 
poorest countries are likely to be left behind. We are especially concerned that Africa, based on current 
growth trends, will not achieve the poverty target by 2015. Many of the poorest countries, including the 
African countries, are likely to miss the MDG targets relating to education, health and gender. It is urgent 
to devise strategies and measures to correct these trends so as to bring the MDGs within the reach of all.  

 
For developing countries, it is encouraging that significant progress is being made in 

macroeconomic and trade policy reforms. Among the countries in our constituency, Albania has been 
implementing sound macroeconomic policies and continuing on a path of structural reforms. However, 
much remains to be done in addressing structural bottlenecks and improving governance in developing 
countries, and strengthening social sector--including service delivery--and environmental policies. These 
are areas where rapid and sustained progress should materialize in the future. At the same time, we 
recognize that it may be difficult to define objective indicators of the quality of governance and 
institutional and social policies. Achievements will have to be measured vis-à-vis benchmarks that are 
adopted by the countries themselves. 

 
Some World Bank initiatives, such as the Global Development Learning Network and the 

Gateway Foundation, can play a crucial role in improving governance, sharing knowledge, building local 
institutions and promoting the use of Information and Communication Technologies for poverty reduction 
and sustainable development. Italy strongly supports both initiatives, which are aimed at creating a unique 
partnership of public, private, and non-governmental organizations and represent a multi-channel network 
with a clear mandate to serve the developing world better. 
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With respect to the developed countries, it is important to underscore the commitment to the 
Doha’s development round even as we recognize that progress in removing barriers to trade in some 
critical sectors has been uncertain. Some bilateral efforts at market-opening by individual developed 
countries, including the EU’s “Everything but Arms” initiative, are having an impact but they need to be 
complemented by wider progress at the multilateral level. 
 

Provision of adequate aid resources is crucial to the achievement of the MDGs. However, IFIs 
and donors should fund a country’s recurrent expenditures only when countries are committed to mobilize 
domestic financing and to scale up their programs in priority sectors. 

The development assistance required to achieve the MDGs is estimated at an additional 50 billion 
dollar per year, which amounts to double the current levels. Many commitments have followed 
Monterrey. By 2006, Italy and Portugal and Greece, aim at reaching ODA equivalent to 0.33 percent of 
GDP: the Italian contribution should more than double compared with the 2001 ODA levels. As we are 
committed to increase the quantity of aid, we should also remain mindful of the quality of development 
assistance. A reduction in transaction costs, both for developing countries and donors, could partially 
offset the need for additional ODA. I encourage the Bank and the Fund, together with DAC and other 
multilateral and bilateral partners, to set a clear timetable for the implementation of the agenda that was 
set in the Rome High Level Forum on Harmonization.  

Scaling up of development assistance is meaningful only if good policies exist at the country 
level. In IDA countries, this may be provided by the Poverty Reduction Strategy Paper (PRSP), which 
could become the basis for increased IDA flexibility. However, we should be mindful of absorptive 
capacity bottlenecks that may emerge as aid levels increase rapidly. Further, the special needs of Low 
Income Countries Under Stress and Middle Income Countries (MIC) should be taken into consideration. 
With respect to MIC, in particular, where the majority of the poor live, policies and approaches for 
scaling up need to be further defined. The Bretton Woods Institutions should develop clearer strategies for 
engagement in the MIC and explore alternative financing models that may better respond to these 
countries’ needs, if the MDG ought to be achieved.  

The credibility of the whole MDGs agenda is at stake if specific initiatives are not adequately 
supported. Let me take this opportunity to reiterate Italy’s support for the Education for All Fast Track 
Initiative. We are aware that there is a plurality of mechanisms to support education, but the risk is that 
some countries may still be left out by these initiatives. We could consider supporting the creation of a 
Trust Fund to fill any possible gaps, subject to the emergence of sufficient agreement among donors on 
such a measure. 

As a complementary effort, the HIPC initiative deserves continued support. Increased spending in 
the social sectors, particularly health and education has generally followed debt relief, reinforcing the 
drive towards the MDGs. We welcome the progress on the Initiative so far, but we note that full creditor 
participation is still a major problem. The HIPC countries continue to be vulnerable to exogenous shocks, 
such as a drop in commodity prices. The Initiative should respond flexibly, within the existing 
framework, by providing additional debt relief at the completion point in exceptional cases. However, the 
current methodology used to calculate the topping up requirements can possibly be improved to ensure 
that additional bilateral relief, which is voluntary, go to the benefit of the HIPC countries only and not of 
other creditors.   

 
Enhancing Voice and Participation of Developing Countries 

 
Our request to the Bank and the Fund last Fall to identify ways to enhance the voice and 

participation of developing countries in their decision-making reflected our belief that effective 
participation of the developing countries in the decision-making of international organizations is critical 
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to reinforce the legitimacy of these institutions as well as their effectiveness in pursuing the MDGs. We 
are aware that several ideas have been set forth following our request and the debate has not ended yet. 
Moreover, we appreciate the effort of the Bank and the Fund to present the various proposals to us in the 
Voices paper. 

 
In considering the proposals on the table, we are guided by four principles. First, the basic 

principle that shares, quotas and votes must reflect the relative position of member countries in the global 
economy remains valid. The Bank and the Fund are financial institutions whose members must bear 
specific financial responsibilities, and voting strength should be commensurate to these financial 
responsibilities. However, this principle needs to be applied consistently both over time and across 
members. Second, constituency-based representation has served the institutions well and has ensured a 
reasonable balance between voice and participation, on the one hand, and efficiency and effectiveness, on 
the other hand. Third, the criteria of efficiency and effectiveness, both at constituency and institution 
level, must be applied in the selection of proposals for implementation. It is critical that proposals 
improve the efficiency and effectiveness of the BWIs. Finally, an adequate minimum level of 
representation should be preserved for the largest constituencies. 
 

With respect to the more fundamental issues relating to voting strength, we feel—in light of the 
above principles—that progress on these must be based on a full and comprehensive analysis of under-
representation issues. In principle, we are ready to explore further the option of increasing basic votes or 
selective capital increases for the poorest countries aimed at achieving the same result without requiring a 
change in the Articles of Agreement. We are skeptical of the usefulness of special majorities. 
 

Among the other proposals, we particularly favor actions to support within–constituency and in-
country capacity. We appreciate the first steps taken by the Bank and the Fund to strengthen the offices 
representing Sub-Saharan African countries on their respective Boards. In this respect, however, it is the 
quality of representation that matters the most. Efforts should be directed to ensure that constituency 
structures work effectively as mechanisms for representation. Strengthening selection mechanisms for 
Board Officers and Staff, as well as allowing sufficient time in office to maximize experience, would go a 
long way towards increasing effectiveness and strengthening voice. We support that Bretton Woods 
Institutions explore  other options as well, including capacity building at the country level for fuller 
developing countries’ participation in and ownership of key processes such as PRSPs and CASs, and 
critical programs. 

 
In line with efforts to strengthen the voice of developing countries, the Development Committee 

could consider a more extensive involvement and active role for observers, particularly from developing 
countries and transition economies.  
 

As on past occasions, I would like to reiterate my belief that regular monitoring by the Committee 
of the policies and actions to achieve the MDGs will provide an important impetus for further policy 
analysis, and for accelerating the implementation of an integrated approach towards meeting the MDGs.  
It will help us maintain focus and concentrate energies on the difficult task of achieving the Goals.  As we 
start seeing some results, we should not get complacent. Without a major effort by all parties concerned, 
the MDGs will not translate into reality, but just remain an aspiration. We must all step up our 
involvement and commitment to bring the 2015 vision closer. Our constituency is ready to do its part. 
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Statement by Ms. Hilde Frafjord-Johnson, Minister of International Development, Norway14 
 
Iraq is on everybody’s mind.  The country will need massive outside support when hostilities 

cease. Successful reconstruction can best be achieved through the common efforts of the international 
community. That will clearly require a UN mandate through a Security Council resolution. On such a 
basis, the Nordic and Baltic countries firmly believe that the World Bank and the IMF should play 
important roles in the reconstruction of Iraq, as they have done in other post conflict situations, most 
recently in Afghanistan. These institutions are particularly well suited to survey the economy, assess 
reconstruction needs, coordinate donor participation and provide financing. They will be indispensable in 
addressing the issue of Iraq’s debt and foreign obligations, a necessary undertaking that can only take 
place within a multilateral framework. As partners in a concerted effort, the Nordic and Baltic countries 
stand ready to participate in the reconstruction of Iraq on the basis of a mandate from the UN.  

 
The Millennium Development Goals - Let us Concentrate on Getting the Job Done 

 
Some people are questioning the realism of the Millennium Development Goals (MDGs). Yes, it 

is true that the challenge facing us is enormous. Yes, we do need to scale up our efforts. Still, the Nordic 
and Baltic countries feel that it is not particularly productive to discuss the realism of the MDGs at this 
point. Instead, all our efforts should be concentrated on getting the job done. 

  
Concern about the additional financing needed in order to reach the MDGs is legitimate. The 

mobilization of adequate resources heavily depends on how developing countries manage to live up to the 
commitments they made in Monterrey. At the same time, there is no doubt that the developed countries 
must come up with significant additional funding if we are to achieve the MDGs. However, at this 
meeting we must also focus our attention on how we can effectively and efficiently use the money we 
already have. 

 
The Monitoring of Actions and Policies to Achieve the MDGs must be Anchored at the Country Level 

 
The international community is struggling to find ways of reaching the MDGs, not least ways of 

measuring progress in achieving them. At the last Development Committee meeting, the members stated 
that there is a need for a clear framework identifying responsibilities and accountabilities by which 
progress can be regularly monitored.  “Who should do what?” turned out to be an issue. 

  
The Nordic and Baltic countries appreciate that a division of labor is required for monitoring.  

However, the discussion on mandates must not divert attention and energy from doing the actual work 
that needs to be done.  Nor should we be so preoccupied with the concept of monitoring that it becomes 
an end in itself.  This will certainly not benefit the poor in developing countries. The UN has -  
unquestionably - been given the responsibility for reporting on progress towards reaching the MDGs.  So 
what role does this leave for the World Bank? 

 
We agree generally with the attempt made in the DC document  “Achieving the MDGs and 

Related Outcomes: A Framework for Monitoring Policies and Actions” to answer that question.  The 
Bank has a role in monitoring – reviewing and analyzing – actions and policies deemed conducive to 
achieving the goals, while monitoring the actual achievements should primarily be the role of the UN.  
Monitoring the policies and actions of all partners behind the Monterrey consensus on the one hand, and 
monitoring actual progress in meeting the targets on the other, are obviously not two separate tasks.  They 
are interdependent and require close collaboration between the Bank and the UN.  

 

 
14 On behalf of the Nordic and Baltic Countries 
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The issue of monitoring, including the division of labor must be dealt with at the country level.  A 
situation must be avoided, where each institution establishes its own separate framework and set of 
indicators for monitoring progress.  The set of indicators to be used might, however, vary between 
countries.  Monitoring is in the end the responsibility of the country itself. Monitoring of the MDGs 
cannot be seen separately from other monitoring initiatives and activities - and must clearly build on 
them. Capacity constraints at country level mean that external assistance in monitoring is required.  
Within the Poverty Reduction Strategy Paper (PRSP) process and existing donor coordination 
mechanisms, it is important to agree on ways of monitoring policies, actions, outcomes and impact – with 
a special focus on increasing national capacity in this area. 

 
Like all other development institutions, the Bank also needs to monitor its own activities in order 

to make sure they contribute towards reaching the MDGs. This, however, will require different methods 
than in the past.  There is general agreement on what it takes to foster development, including pooling of 
resources and increased aid in the form of budget support. This, together with the fact that money is 
fungible, makes it increasingly difficult – and perhaps counterproductive – to attribute results to single 
institutions or countries.  We all need to explain to our national constituencies that it is no longer possible 
to follow each dollar, euro or krone all the way to a particular recipient – in many cases not even to a 
specific sector. Instead we need to look at the total effect of our joint efforts. 

 
Such an approach to aid delivery will obviously require that the developing countries deliver on 

their part.  Development will not happen unless the developing countries themselves create an 
environment conducive to the effective use of development assistance, poverty reduction and growth.  

 
Harmonization is about Making the PRSP Process Work 

 
The High Level Forum on Harmonization in Rome in February was a timely initiative and marks 

a milestone on a challenging path.  Harmonization is about making aid more effective in a true 
partnership between developed and developing countries.  It is about simplifying administrative 
procedures and thereby enabling developing countries to steer their own development process better.  It is 
a vital part of making the PRSP process work. 

 
At the international level, we all agree on the need to harmonize procedures and practices.  

Following up at country level is, however, more difficult than we like to admit. In spite of what we - as 
donors - say in international fora, we evidently still prefer to be able to trace our funds to specific 
activities in order to be accountable to our own constituencies and parliaments. While supporting and 
participating in the PRSP process, we continue with our own parallel procedures and systems – as shown 
by the Strategic Partnership with Africa (SPA) peer review that was carried out a few months ago. As far 
as the Bank is concerned, there is still a tendency to use the traditional project approach when it comes to 
implementation. In some countries, the Bank continues to use its own procedures and implementation 
units. This could obviously result in the Bank’s activities becoming separated from the joint activities 
being developed on the ground. This applies, for example, to the activities under Sector Wide Approaches 
(SWAPs),  which have proven to enhance harmonization among participating donors.  Another problem 
for the Bank is the lack of incentives for staff, particularly at a field level, to work on harmonization 
issues. Coordination and harmonization are time consuming – and do not necessarily translate into 
tangible results that can be attributed to the individual staff member.  

 
The developing countries should take the lead in the harmonization process at country level and 

provide systems that can ensure accountability.  Bilateral and multilateral agencies, on the other hand, 
have a responsibility for adjusting their administrative practices and procedures. Making our procedures 
for aid delivery sufficiently flexible to be harmonized at country level requires considerable political will 
to overcome traditional thinking.  The Nordic and Baltic countries are ready to make this effort. We 
firmly believe that we are obliged to translate all the good harmonization practices that we all have 
praised into a different way of working at field level. In accordance with this, the Nordic countries, 



 52
 
together with the Netherlands, Ireland and the UK, have entered into an agreement with the Government 
of Zambia on a “Harmonization in Practice” initiative.  The objective of the initiative is to enhance the 
effectiveness of the partnership with Zambia, under the leadership of the Government of Zambia itself. 

 
PRSP – An Organic Process and not a Static Document 

 
The Nordic and Baltic countries have been strong supporters of the concept of PRSP and its 

underlying principles since the very beginning. We are convinced that the  approach represents a major 
step forward – both because it provides national governments with a holistic approach to reducing 
poverty, and because it enables donors to deliver aid in a more coordinated and effective manner. 

  
There is a long way to go before we can say that the PRSP approach has fulfilled its promises.  

First of all, the PRSPs have yet to be turned into operational plans. This was one of the main 
shortcomings pointed out by the Strategic Partnership with Africa mission to three African countries late 
last year, and it was again pointed out in a recent pilot study carried out by the Nordic countries in seven 
countries on the role of the Bretton Woods institutions in the PRSP process. 

 
The lack of prioritization in the PRSPs and their tendency to lack a framework for 

implementation are major weaknesses. This is probably why the Poverty Reduction Support Credit 
(PRSC) preparations have become the driving force for implementation in some countries. Another 
problem is that the Bank and the Fund still use conditionalities that are not included in PRSPs in the 
PRSC and Poverty Reduction Growth Facilities (PRGF).  

 
It is vital that a country’s PRSP continues to be the platform for Bank and Fund lending, as well 

as for donor coordination and support in general. If this is not the case, the PRSPs risk becoming 
irrelevant. The PRSP must not be regarded as a static document, but as a continuing process that will 
gradually lead to a framework on which we can all base our support – with no additional strings attached. 

 
National ownership versus donor expectations continues to be a dilemma.  Real changes will not 

happen without national ownership.  At the same time, donors have a legitimate right to expect countries 
to follow policies that will lead to growth and poverty reduction.  Donors have the right to ask for systems 
to be put in place that will ensure transparency and accountability. 

 
Poverty and social impact analysis is one way of dealing with this dilemma.  National 

governments must choose their own policies, but they should be assisted in making well-informed 
choices.  In order to make optimal choices, the impact of alternative options on poverty and social 
conditions must be analyzed.  Furthermore, such analyses are crucial for stimulating national debates and 
discussions on the different paths to development.  This broadens the scope of ownership, which then 
becomes more than ownership by the ministries of finance and planning. 

 
Poverty and social impact analysis is resource intensive.  Nevertheless, such analyses are likely to 

increase the probability of a chosen policy leading to the desired results.  The Nordic and Baltic countries 
urge the Bank to make an assessment of the financial implications for the institution of making systematic 
use of poverty and social impact analysis.  A cost-benefit analysis would facilitate an informed discussion 
in the Bank’s decision making bodies on how this work should be funded.  While we believe that the 
Bank should base its activities on the systematic use of poverty and social impact analysis, it should be 
clear that the Bank is not the only institution that can do this job.  Other donors and civil society 
institutions have been carrying out similar activities for several years.  The Bank and others must build on 
these activities, fragmented and ad-hoc though they may be. 

  
The Nordic and Baltic countries would underline that such analysis is the responsibility of the 

countries themselves, as is the case with the monitoring and measuring of policies and results in general.  
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Therefore, poverty and social impact analysis should be part of the country’s general efforts to improve 
analysis and monitoring. 

 
Scaling up is crucial, but it will only work if it is a part of national structures and processes 
 
Like all other development initiatives, “Scaling Up” must be based on national ownership if it is 

to succeed.  Local needs and goals as expressed in national strategic frameworks must be the basis for 
assigning priorities.  A country-specific approach that involves the mobilization of funds, utilization of 
SWAPs, pooled resources and harmonization efforts on the ground is essential for progress. 

 
Fast track initiatives may be an appropriate means of providing additional funding quickly.  It is, 

however, crucial that such quick financing mechanisms are properly coordinated with national structures 
and processes.  It is also important that better use is made of existing aid allocation instruments, in order 
to ensure complementarity and leverage rather than creating new structures.  Fast track initiatives should 
be directly linked to - and be part of - PRSPs and other national strategic processes, such as SWAPs. 

 
If we are to make progress towards achieving the MDGs, appropriate financing must be secured.  

The international community committed itself in Monterrey, Doha and Johannesburg to scaling up the 
efforts to reach key MDGs; education health, HIV/AIDS and water and sanitation. It is disappointing to 
note how major partners within the donor community are failing to live up to these commitments. We 
urge all donors to follow up on the commitments made, and to provide funding in forms recommended by 
the Bank - meaning funding that is pooled and untied in order to support national priorities. 

 
Enhancing the voice of developing countries is also about increasing their capacity at country 

level and strengthening links between Executive Directors’ offices and capitals 
 
The Nordic and Baltic countries welcome the initiatives taken to strengthen the voice and 

participation of developing countries in the decision-making bodies of the international financing 
institutions.  This is a key element of the Monterrey consensus and is intended to strengthen international 
dialogue and cooperation.  As a general principle, the Nordic and Baltic countries believe that the existing 
parallelism in the governance structure between the two Bretton Woods institutions should remain intact. 

 
A package of initiatives, that combines longer-term steps to enhance the voting strength of 

developing countries with shorter-term initiatives to facilitate their enhanced participation, is needed. 
 
We support the proposal to increase the number of basic votes for each member country, which 

would reduce the significance of the economic weight of the respective countries.  
 
This should be combined with efforts to strengthen the capacity of the constituencies, both at the 

EDs’ offices and at country level.  In our view, increasing the capacity at the country level – specifically 
that of the national authorities in charge of World Bank issues – is crucial to giving the developing 
countries more of a say. Improved contact between constituency offices and capitals is of great 
importance in this regard, and we support the proposal by the African EDs to establish better 
communication links between the capitals and the EDs’ offices.  The Nordic countries would be prepared 
to facilitate and support efforts to improve interaction between developing countries’ EDs’ offices and the 
national authorities. 

 
Capacity building within the context of other World Bank related processes, such as the 

Integrated Framework, PRSP and poverty and social impact analysis, is also important. Supporting efforts 
that enhance the capacity and ownership of developing countries in their bilateral relations with the Bank 
and the Fund is an essential component in a comprehensive package of measures designed to increase the 
participation of developing countries. 
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Increasing the participation of developing countries in the Development Committee, the 
International Monetary and Financial Committee and the IDA negotiations would also enhance, widen 
and strengthen their influence.  These are important arenas for discussing and formulating development 
policy in general, and Bank policy in particular. However, this should not be done in a way that affects 
the current constituency based system, whereby the country represented on the Board also participates in 
the DC and the IMFC. 

 
Finally, it is essential that the internal organization of both the World Bank and the IMF buttress 

and support the increased participation and influence of developing countries. The current efforts to 
enhance transparency and openness are very commendable, but they need to be intensified. 

 
HIPC - Calculation of Completion Point Topping Up 

 
The Nordic and Baltic countries request a revision of the current methodology for calculating the 

possible need for “topping up” of debt reduction when HIPC countries reach their completion points. The 
extraordinary debt relief provided by some bilateral creditors should not be included in the calculations. 
There are two reasons why we feel a revision of the current methodology is necessary; 

 
Firstly, it distorts burden sharing between bilateral creditors.  In cases where “topping up” is 

needed to help safeguard debt sustainability, creditors that grant 100 percent debt reduction de facto 
subsidize those that still do not. The HIPC burden sharing formula is thus distorted.  Secondly, and most 
importantly, it deprives debtor countries of additional debt reduction. Whereas unilateral debt reduction 
beyond standard HIPC terms (90 percent reduction) is intended to provide HIPC countries with an extra 
cushion against unforeseen events, the current methodology nullifies this cushion.  Some HIPC countries 
may not even qualify for topping up, whereas they would had the methodology been revised.  The current 
methodology thus neutralizes debt reduction that was meant to be additional.  

 
In plain language, those who benefit from the fact that many creditors are doing more are bilateral 

creditors doing less; not the debtor countries.  Therefore, in our opinion, the current methodology clearly 
goes against the very grain of the HIPC initiative itself. 

 
Our clear preference would be to revise the current methodology. Should that prove difficult, 

individual countries in our constituency may take practical steps to make sure that any extraordinary 
bilateral debt relief is provided in such a way that it is  not included in completion point debt 
sustainability analyses.  

 
We Must Walk The Talk 

 
The Nordic and Baltic countries commend the management of the Bank for what seems to be a 

genuine will and intention to harmonize and be a true partner.  However, like in most development 
agencies there is still a long way to go before policies and good intentions are reflected at all levels and in 
all activities of the organization.  

 
We welcome the process initiated by the management to change internal procedures and 

administrative routines, and the intention for the Bank to take a back seat in some countries and 
processes.  We urge the Bank to continue to move towards more joint implementation, aligning support 
with Sector Wide Approach Programs and basket funding where such mechanisms exist.  

 
We note with satisfaction that the Bank now emphasizes that there is no such thing as a blueprint 

for effective reforms and polices that applies to all countries.  We are pleased that the Bank in its ongoing 
work to revise the policies for structural adjustment lending, has declared that detailed and specific 
normative guidance on the content of appropriate country policies will no longer be given.  If countries 
are to formulate and implement their own polices, the Bank will have to take a step back, let the country 
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do its own assessments, and give it space to try out its own measures - while providing the necessary 
advice and support. 

  
The Monterrey consensus illustrates how interdependent the different aspects of development are, 

and how the various actors are linked to each other.  The World Bank does not operate in a vacuum, and 
can hardly be held accountable for everything that happens in developing countries.  The point has clearly 
been made that the ultimate responsibility for progress rests with the developing countries themselves. 

  
However, the Bank does have a special role and a special responsibility.  This is obviously partly 

due to its financial means, but it is also due to its technical expertise and central role in designing 
development policy.  The Bank should therefore be in the forefront in terms of translating these policies 
into action, and provide us with a role model in this regard.  The Bank should also encourage an open and 
candid debate on development policy issues. 

 
As for those who almost instinctively try to blame all ills on the World Bank, no one is better 

suited to prove them wrong than the Bank itself.  As Mark Twain once pointed out, for the critical 
bystander few things are more annoying than having the target of your criticism actually setting a good 
example. 
 
 
Statement by Mr. Karl-Heinz Grasser, Minister of Finance, Austria 15 
 
Slower Growth and Higher Uncertainty Slow Down Development Results 

 
This Spring Meetings of the Bretton Woods Institutions have been convened during politically 

and economically precarious times. The world economy is subjected to slower growth and more 
uncertainty than we had envisioned when we met last. Internal and external conflicts are the enemies of 
sustainable development. A world without strife is the primary precondition for enhancing the lives of 
poor people in the world. Uncertainty creates disincentives for orderly progress, another precondition for 
making the playing field of development more level. 

 
Slower growth and higher uncertainty are, however, to some extent counteracted by progress on 

the side of macroeconomic management. Inflation and interest rates have come down spectacularly. This 
has led many countries to prepay some of their outstanding debts to the World Bank. In combination with 
less lending due to more uncertainty impeding longer-term investment demand, this development is also 
responsible for the fact that developing countries have become net capital exporters. While possibly 
rational from the individual country’s debt management point-of-view, this is a perverse result given the 
dire need for investment in developing countries. 

 
Progress with Achieving the Millennium Development Goals is Unsatisfactory 

 
The focus of our discussions during this meeting revolves around the limited progress made with 

respect to the Millennium Development Goals (MDGs). Progress with the MDGs is generally 
disappointing, if not alarming. Aggregate figures showing quite high probability that income poverty 
might be halved by 2015 hide the fact that Africa will fall far short and that progress in Southeast Asia is 
also very limited. The positive fact that the world’s most populous country, China, is making much 
progress in this area overshadows the shortfall of many other countries. Human development indicators 
are even further off-track: lack of necessary expenditure allocations for health and education in less 

 
15 On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, 

Slovenia, and Turkey 
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developed countries, as well as severe governance problems account for that. In addition, we are learning, 
in addition, that progress on individual MDGs is highly inter-related: e.g., success registered in the fight 
against HIV/AIDS prevention reduces child mortality and maternal health, gender equality in primary 
education and better access to potable water and sanitation improve overall health indicators and the 
ability to participate in gainful employment. Thus, we need broad-based programs attacking poverty on a 
variety of fronts.  

 
While we need more growth as a major pre-condition for the fight against poverty, growth alone 

will not be enough: specific attention will have to be paid to distributional issues and relevant pro-poor 
expenditure allocations.  Developing countries will have to do a lot more and a lot better, if significant 
progress on achieving the MDGs is to be accomplished. 

 
Responsibility for the disappointing record to date of achieving the MDGs, however, also falls on 

developed countries. Lack of progress is also due to insufficient ODA flows. Empirical research shows 
that the funding gaps are very large: indeed, it is highly probable that a doubling of present ODA flows of 
around US$50 billion per year will be needed. The commitments made to date do not even come close to 
this figure. In addition, industrial countries must give developing countries better access to their markets, 
especially in agricultural goods, textiles and apparel. Research shows that increased trade is an important 
driver of growth. Thus, not only more South-South trade, but, because of the much larger size of the 
market, larger South-North trade flows are required. The consensus achieved in Monterrey, Doha and 
Johannesburg urges us to make faster progress in this area. 

 
Better Development Results Require Better Collaboration and Division of Labor of Development Aid 
Agencies. 

 
The International Financial Institutions, together with the UN and other aid organizations must 

follow up on their mutual declarations on further harmonization of aid procedures and better 
collaboration, as witnessed by the recent Forum in Rome. They must go beyond verbal declarations of 
good behavior and radically weed out overlap, institutional competition, attribution fixation and the 
concomitant reporting overload, in favor of a new pattern of division of labor according to each agency’s 
comparative advantage. The new financing initiatives, launched recently by a number of donor countries, 
are laudable, but must be integrated into this new framework of international collaboration. Otherwise, 
they lead to yet another layer of procedures and add to the existing quagmire of institutions. We should 
seriously think about reducing the excessive number of agencies, as well as programs and projects, which 
are stepping on each other’s toes in the development area. In addition, IFIs themselves must follow the 
same standards of accountability and transparency as they require from their client countries. 

 
The New MDGs Monitoring Scheme Will Help Sensitize Development Partners on Progress 

 
Last year the DC asked the Bank to devise an effective scheme of monitoring MDGs progress. 

We are grateful to Bank staff and collaborating agencies for the proposals on our table. While the UN is 
responsible for overall MDGs monitoring, the Bank has a significant role to play with respect to 
contributing to this effort and reporting on problem policy areas, in addition to incorporating progress 
reports on MDGs in its general survey work of recipient countries. Special need arises to also monitor not 
only the quantity of aid flows, but also their quality. Much more work is necessary on data collection, 
especially with respect to human development indicators in the borrowing countries and in trade policies 
in the industrial countries. This necessary monitoring effort will become a test case for international and 
inter-agency collaboration. We must make best use of existing data sources – diverse as they may be; we 
must disclose each agency’s information to the public and we must make concerted efforts to produce 
more and better data – and analysis. This analytical effort will also greatly benefit from better 
collaboration and interaction and less duplication. More and better data, however, might lead to more 
accurate, but possibly even more pessimistic results, than we have today. We must be aware of that and 
not let ourselves be overwhelmed by such findings. 
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A succinct annual progress report on achievements with respect to the MDGs could form one 

focal point of our future discussions and could also make superfluous a large number of individual 
progress reports on various Bank activities. It is of utmost importance for our credibility to maintain 
perseverance and momentum with respect to the MDGs. Appropriate monitoring and reporting 
procedures will then form the basis for further necessary and corrective actions. 

 
Emphasis on MDGs Requires Rethinking of Some Basic Rules of Operation 

 
Putting the MDGs at the center of our attention over the medium and long term will also require 

us to make adjustments to a number of procedures which we have adopted. Since the MDGs put 
additional emphasis on service delivery, especially with respect to health and education, funding needs go 
beyond traditional investment funding. Major cost components in delivery of health and education are 
recurrent costs, e.g. teachers’ and health workers’ salaries, school materials, health care supplies. Present 
funding rules by IFIs as well as by many bilateral donors either forbid such funding completely, or allow 
it only under very restricted circumstances. In addition, grant funding for recurrent costs imposes 
additional problems. Greater transparency of budget and better tracking of poverty reducing public 
expenditures should encourage bilateral donors to engage more in budget support and the financing of 
recurrent costs. It may be well worth to discuss this issue further among ourselves. 

 
Full Creditor Participation Required for Success of HIPC Initiative 

 
We are concerned about the remaining creditors that are unwilling or slow to grant their fair share 

of debt relief to Heavily Indebted Poor Countries (HIPCs). For this reason, we welcome and support the 
efforts of the Bank and the Fund in addressing this issue and encourage staff and management to pursue 
the dialogue including through moral suasion. Though debt relief under the HIPC initiative is granted on a 
voluntary basis, we cannot ignore the fact that the original and enhanced HIPC initiatives have been 
agreed upon by all shareholders. Achieving the full implementation of the HIPC initiative requires 
therefore full participation by all stakeholders. 

 
We continue to believe that the methodology currently used by the Fund and the Bank to 

calculate the amount of topping up is appropriate and that adequate flexibility is built into the Initiative to 
deal with particular situations on a case–by-case basis. 

 
Positive Experience of Our Advanced Transition Countries Can Serve as Benchmarks for Poorer 

Countries’ Development 
 
As the largest mixed multi-country constituency we will continue to give full support to the Bank 

in its efforts to fight poverty and improve the living situation of the poor in low- and middle-income 
countries. We are willing to offer the very positive experiences of the advanced transition countries of our 
mixed constituency to other countries and regions. Some of these experiences can serve as best practices 
for other less developed countries. 

 
Country-Owned Poverty Reduction Strategies Must Become the Basis on which All Development Partners 
Base their Joint Efforts 

 
The Bank and other development aid institutions, together with their partner countries, have come 

a long way with respect to the development of Poverty Reduction Strategy Papers (PRSPs) for low-
income countries as the decisive participatory, country-driven planning instrument for economic and 
social development. Achievement of the MDGs can and will form part of this new framework – which 
now is firmly established in borrowing countries as well as accepted in the donor community. The PRSP 
process – while still incomplete – has set milestones with respect to the participation of civil society at 
large, of country ownership and as a comprehensive development framework. It has taken tremendous 
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efforts by the countries involved and by the IFIs to get where we are today. It has proven a very robust 
and suitable instrument both for the individual country’s economic, budgetary and social policy planning 
processes and for the donor community as a guidepost. We urge all parties involved not to weaken, but to 
strengthen this framework. Only full participation in setting the priorities of the country will enable 
broad-based and sustainable development which is “owned” not only by the government, but also by the 
people and societal institutions in the developing countries. 

 
Improvements in Voice and Participation of Borrowing Countries Must Focus on Proposals Which Can 
Be Implemented Quickly  

 
Part of this process also requires to enhance the capacity of borrowing countries, especially those 

with very large constituencies and a large number of Bank/Fund programs, to participate more fully in the 
decision-making processes of the Bretton Woods Institutions, to make their “voice” better heard. A 
number of proposals on the table are very far-reaching and involve changes in the Articles of Agreement. 
It is highly unlikely, given discussions to date, that such proposals can be enacted soon, if at all. For the 
immediate future, we should rather concentrate on those pragmatic proposals which remain within the 
existing constitutional framework of the institutions and involve improvements in the capacity of 
Executive Directors to communicate with Bank/Fund staff and their home countries, including more 
staffing, better technology and research and logistical support. While additional costs must be contained, 
such resources are well spent. They will improve these constituencies’ ability to fulfill their assigned role 
already in the immediate future. 
 
 
Statement by Mr. Famara L. Jatta, Secretary of State for Finance and Economic Affairs, The 
Gambia 16  
 
Economic Growth Prospects 
 

When we met in September 2002, the global Economic Outlook was uncertain because of the 
slowdown and the downside risks associated with geopolitical uncertainties for a number of regions.  At 
the moment, the risks are more pronounced and growth projections for the developing countries in 2003 
continue to be restrained by uncertainties in the global economy.  In the circumstances, enhanced 
macroeconomic policy coordination among major industrial countries is important, as well as structural 
reform in strengthening consumer confidence and improving the functioning of labor and product 
markets. 

 
On the basis of improved macroeconomic policies growth in the Sub Saharan Africa region 

averaged 3 percent in 2002.  While there are different expectations for different countries, projections for 
2003 reveal that this trend is to continue at 3.2 percent conditioned on continued implementation of pro-
growth policies, with an emphasis on trade. The aggregate masks vast differences between countries and 
sub-regions.  Oil producing countries are expected to grow faster than average, while a group of conflict 
countries and growing at lower rates.  While it is possible that policies pursued by African countries could 
spur trade, the benefits will be lower if reciprocal actions are not undertaken in a global context.  High 
agricultural subsidies, low access for developing country products in developed country markets and 
escalating tariffs have long been recognized as obstacles to growth. 

 
Furthermore, at a time when world attention is focused on the attainment of the Millennium 

Development Goals (MDGs), it is important to again highlight the effect of declining commodity export 
prices on African economies.  In 2002, the world price of coffee, cocoa and cotton declined sharply, 
reducing growth prospect in several countries which had recorded satisfactory growth in the 1990s.  

 
16 On behalf of the Africa Group I Constituency 
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Given the dependence of the SSA region on primary commodity production, it would be difficult to make 
progress toward sustainable growth and poverty reduction if agriculture issues are not addressed. 

 
We are disappointed about the uneven progress and the missed deadlines for advancing 

multilateral negotiations under the WTO.  Among others, lack of progress on pharmaceuticals and on the 
modalities for agricultural tariff reductions means that key issues which were supposed to be addressed 
well before the forthcoming ministerial meeting in Cancun, Mexico, remain unsolved. 

 
The undertaking to reduce the debt of HIPC remains valid.  We are concerned that progress is 

much slower than anticipated.  At the same time, some of the countries that reached their completion 
point are yet to attain debt sustainability.  We call upon the Bank and the Fund to work harder on assisting 
HIPCs to attain a permanent exit from unsustainable debt.  This should include resolving the problem of 
obligations to other HIPCs.  As stated in our last meeting, the problem of litigation against HIPCs is 
drawing scarce resources away from productive uses.  We would therefore welcome practical suggestions 
in settling these cases. 

 
Achieving the MDGs and Related Outcomes: A Framework for Monitoring Policies and Actions 

 
The various multilateral institutions including the UNDP, the World Bank and the IMF are taking 

steps in the right direction by adopting a strategic orientation that focuses more pointedly on the road map 
for achieving the MDGs. We therefore encourage greater collaboration among these institutions to ensure 
consistency in our efforts. 

 
It is against this background that we endorse the framework for monitoring policies and actions 

that are being put forward by the Bank.  It is an acceptable basis for assessing whether the policies and 
actions adopted by developing countries and the support given by donors and multilateral agencies are 
having the desired impact.  The framework should give priority, interalia, to an assessment of the Poverty 
Reduction Strategy Papers (PRSP) and how the issues they contain are addressed through actual programs 
in the Bank’s Country Assistance Strategies (CASs); taking stock of the quantity and quality of ODA; and 
assessing progress on the trade agenda, including measures aimed at trade facilitation and addressing the 
issue of price volatility of primary commodities. 

 
Effectiveness in measuring results will require transparent and coordinated reporting on the part 

of the many international institutions that are involved.  Current assessment methodologies, including the 
Country Policy and Institutional Assessment (CPIA) of the World Bank are not comparable.  We 
therefore, urge speed in the development of transparent and comparable indices, taking full account of the 
views of the developing countries on how the monitoring process could be coordinated and strengthened.  
Regarding transparency, we would caution disclosure without first taking taking into account views of the 
borrowing countries on the impact of the CPIA on allocation decision by the Bank and other donors. 

 
We welcome the efforts being made to improve the collection of primary statistics on human 

development.  This is also a critical step which will give credibility to the monitoring process.  In this 
vein, we strongly recommend that technical assistance and other measures aimed at improving data 
collection, analysis and dissemination in low-income countries be a prominent feature of the CASs. 

 
On the method of reporting by the Bank, there is merit in the proposal that a single apex report be 

produced annually for the Development Committee on the implementation of policies and actions needed 
to achieve the MDG. 

 
Progress Report and Critical Next Steps and Scaling Up 

 
Given that the PRSPs are a framework for economic and social reform, it is imperative that 

scaling up for MDGs be done within that context. Such scaling up should give special attention to Sub 
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Saharan Africa in view of the fact that the region is likely to fall far behind in achieving the MDGs by 
2015 based on the current rate of progress. 

 
Resources needed for attaining MDGs are estimated at US$50 billion annually, which is 

substantially more than what is currently available.  There is still a wide gap even when account is taken 
of the possible US$16 billion that could be raised by 2006 from the new commitments made in 
Monterrey.  In the circumstances, every effort must be made to use resources effectively while we 
continue to advance the dialogue on getting additional resources to match the development goals set by 
the international community.  It should also be stressed, at this juncture, that aid effectiveness is highly 
linked to the predictability of aid flows.  This is a point that often gets lost in the application of 
conditionality, and we urge that this matter be given the attention it deserves. 

 
Harmonization of donor processes and procedures is a pressing need. We thus acknowledge with 

appreciation the outcome of the High Level Meeting on Donor Harmonization held in Rome in March 
2003, and urge all partners to swiftly implement the recommendations from that meeting.  We would like 
to get a progress report on implementation results at the country level during the next Development 
Committee Meeting. 

 
We are concerned that post-conflict countries and low-income countries under stress (LICUS) 

may not have policy frameworks that would qualify them for immediate focus in scaling up.  We urge the 
donor community to support the LICUS programs of the Bank, with an understanding that such programs 
are a means of reengaging LICUS in the global effort to achieve the MDGs. 

 
Education For All Fast Track Initiative: 

 
Our initial discussion of the EFA established that 23 countries qualify for the fast track initiative 

(FTI).  Subsequent to that discussion, we expected the number of qualifying countries to increase to 
reflect the urgency and the universal support for the education goal.  Noting that the tone of our previous 
discussion was positive, including topics like strengthening country accountability mechanisms and 
establishing conducive environment for recurrent cost financing, we concluded that we were on the right 
track. 

 
We note the progress made on the EFA FTI to date.  However, the difficulties encountered in 

raising the US$430 million for 7 countries have raised doubts about the pace of implementing the global 
commitment to education.  We believe that more countries with full PRSP should qualify for the FTI. 

 
The limited experience with the EFA suggests a need to ensure a proper alignment of country 

education goals with other development priorities expressed in PRSPs so that a country’s medium term 
expenditure framework reflects resources that will be targeted for EFA goal. 

 
We call for a speedy resolution of the implementation problems and request that periodic progress 

reports on the EFA initiative be made available to the Development Committee. 
 

Water Supply and Sanitation and the Millennium Development Goals. 
 
Water supply and sanitation goals have direct relevance to the attainment of other MDGs such as 

environmental sustainability and gender equality.  A neglect of this sector is an impediment to economic 
growth and poverty reduction. Since the required actions for improving service delivery in water and 
sanitation include the upgrade of existing infrastructure and new capital investments, we therefore call on 
the Bank to increase investments in this sector. 

 
We are concerned by the fact that fewer countries are on track for achieving WSS objectives.  It 

is to be noted that few PRSPs have systematically incorporated the WSS goals, a situation that should be 
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corrected.  Given the policy and institutional knowledge on this sector and the lessons of the water 
decade, 1981-1990, there should be little impediment for the Bank to scale up. 

 
The agenda for upgrading urban sector slums, providing clean water and sanitation to all, and 

ensuring that rural communities are served is important for Sub-Saharan Africa.  Current efforts 
undertaken by UN Habitat and the World Bank deserve particular mention.  We urge that most of this 
work be incorporated in the PRSPs. 

 
The WSS sector continues to attract private sector interest and it should be explored in view of 

the large financing requirements of this sector.  We encourage the Bank to examine ways of promoting 
public/private partnership that provide for financial sustainability in the long run. 

 
Health, Nutrition and Population MDGs 

 
Sub-Saharan Africa compares very poorly with other regions on health, nutrition and population 

MDGs.  Yet better health is the strongest contributor to overall improvements in human development 
indicators.  Social gains, improved productivity and growth cannot take place without good health.  It is 
therefore obvious that, notwithstanding the challenge, the HNP goals must be addressed. 

 
It is worth noting that there have been successes in managing communicable diseases in Sub-

Saharan Africa.  The reduction of HIV prevalence in Uganda and the reduction of malaria in 
Mozambique, Swaziland and South Africa demonstrate that with commitment and leadership notable 
gains can be made. 

 
Doing better on the health MDGs require effective health systems.  In our experience, the 

capacity of government to provide health care has been overburdened.  Increasingly, consumers have to 
rely on alternative non government suppliers.  The government’s role in this sector is thus changing to 
emphasize the regulatory aspect and leadership on international commitments. 

 
The Bank has had a commendable start in the fight against HIV/AIDS with the multi country 

program (MAP).  Eighteen projects worth US$611.8 million have been approved.  However, the pace of 
disbursement has been slow.  We recommend a simplification of the procurement process so as to enable 
disbursement to proceed at a pace commensurate with the urgency of the problem. 

 
To facilitate service delivery, governments have formed partnerships with different service 

providers.  Based on our experience we would recommend that the Bank considers partnerships with faith 
based organizations, NGOs and the private sector for HIV/AIDS program interventions.  The Bank has 
had notable successes with Community Driven Development and Social Funds which could be used as 
models for faster implementation of HIV/AIDS agenda. 

 
Enhancing The Voice and Participation of Developing And transition Countries in Decision-Making at 
the World Bank and IMF 

 
The discussion on enhancing the voice of developing and transition countries in decision-making 

at the World Bank and the Fund comes at the time of heightened awareness of the need for development 
institutions to be more transparent and accountable. We find the options presented in the paper to be a 
good start for advancing the discussion; firstly, on the administrative issues which have largely been 
discussed by the two Boards of Directors and secondly, on the broader structural issues of control. 

 
We welcome the actions taken by the Boards of the Bank and Fund to strengthen capacity in the 

offices of the SSA Executive Directors. 
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The decision to strengthen technological communication linkages with capitals is equally 
welcome.  Such linkages will facilitate information flow and ensure that views from capitals are speedily 
reflected in positions taken by the Executive Directors. 

 
The Boards also correctly noted that policy support from developing country capitals need to be 

enhanced.  We look forward to the results of deliberations on options for further country capacity 
building, including the provision of opportunities for staff from capitals to get training within the Bank 
and the Fund.  Most developed country Executive Directors receive substantial policy advice from 
institutions other than the BWIs.  In this regard, we warmly welcome statements of support for a trust 
fund to be set up for this purpose.  We call upon other donors to extend support to this proposal. 

 
Regarding the structural issues, our comments are informed by the tone of the meeting of the 

Developing Committee Deputies.  Recognizing that the issues to be discussed in this respect are political 
and technically intricate, we advocate a cautious approach.  The proposal of a consultative group (CG) to 
be set up jointly by the IMF and World Bank Boards has some merit. Such a group should provide 
options for consideration by the two Boards which will then be reported as a substantive issue for 
discussion by the Governors at next year’s Annual Meetings. 
 
 
Statement by Mr. Jin Liqun, Deputy Minister of Finance, People’s Republic of China 
 

At present, the faltering global economic recovery, decelerating international capital flows into 
developing countries, and unstable geopolitical situation have increased the volatility of financial markets 
and global uncertainty. Living in this environment, developing countries are facing daunting challenges to 
achieve economic development and poverty reduction. At this unusual period of time, therefore,  it is 
important that this development committee meeting focuses on key issues such as Millennium 
Development Goals and strengthening the voice and participation of developing and transition countries 
in the global economic development. The global partnership forged at Monterrey last year calls for shared 
responsibility and enhanced cooperation by both developed  and developing countries in their joint efforts 
to counter challenges ahead, reduce poverty through growth and achieve the targets of MDGs. While 
striving for its own economic development, China stands ready to work with  other countries and  make 
due contribution to global economic development and poverty reduction.  

 
I would like to share with you some of my observations on the specific issues on the agenda:  
 

Achieving MDGs and Related Outcomes 
 

Framework For Monitoring Policies and Actions 
 
We support the general monitoring framework proposed by the Bank and Fund. The framework 

reflects the spirit of global partnership towards achieving the MDGs. We agree that a progress report 
regarding the implementation of the commitments of all parties concerned should be provided to the 
Development Committee each year on a regular basis. We hold the view that the MDGs monitoring 
framework should fairly define the due responsibilities to be shared by all parties. The framework should 
not only look at the developing countries’ policy measures and their results, but also the commitments 
and actions of the developed countries, especially in terms of the increase of  ODA and the opening up of 
their markets to developing countries. The efforts of IFIs to foster developing countries’ economic 
development should also be measured and monitored. 

 
We share the view that economic growth plays a key role in achieving MDGs. And for 

developing countries, the measurement should focus on those policies that are most relevant to achieving 
economic growth and poverty reduction. Countries differ in their circumstances including the stages of 
development, and those differences should be taken into full account in implementing the monitoring 
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framework to avoid a “one-size-fits-all” approach. It is our view that the whole process should be flexible, 
country-owned and result-oriented. International standards and codes can only work when the 
international good practices are applied in the context of country-specific situation to improve economic 
management and promote growth in developing countries. . 

 
We agree to the view as raised in  the proposed framework on the  importance of trade policies 

and aid effectiveness of developed countries. Developed countries should step up efforts to open up their 
markets to developing countries, reduce trade barriers, thus creating a fair and enabling external 
environment for developing countries. In the meantime, it is important that all countries should be able to 
participate in the process of globalization to ensure a balanced development of global economy. In our 
view, aid quantity is no less important as aid quality. ODA contribution from developed countries should 
be measured and monitored with the 0.7 percent UN  target as benchmark.  

 
Given the important role of IFIs in economic development, it is also necessary to monitor the 

efforts of both the Bank and Fund in helping countries achieve MDGs. Currently, the Bretton Woods 
Institutions are facing tremendous challenges as to how to formulate appropriate country development 
strategy based on their comparative advantages. There is no better approach to measure aid effectiveness 
than looking at whether aid has helped economic and social development and stability. We welcome the 
work done by BWIs in streamlining conditionality and strengthening country ownership. We hope that 
the two institutions would further enhance their coordination in MDGs. We commend the Bank’s recent 
move towards paying more attention to the actual demand of client countries, and refocusing on the role 
of infrastructure in promoting economic development and poverty reduction. These efforts would 
undoubtedly contribute to economic growth and the achievement of  MDGs. 

 
Progress Report and Critical Next Steps in Scaling Up: Education for All, Health, HIV/AIDS, 
Water and Sanitation 
 
We welcome the emphasis by the Development Committee on the  importance of  Education for 

All (EFA), Health, HIV/AIDs, Water and Sanitation. It is encouraging to note that, through concerted 
efforts of the international community, positive progress has been made in those important areas of  
MDGs. We support the efforts for  scaling up as highlighted in the EFA Fast Track Initiative (EFA FTI). 
The demonstration effect of EFA FTI in improving policy effectiveness and mobilizing resources will be 
conducive to the  acceleration of  progress towards the MDGs in general. We welcome and would like to 
further discuss the constructive suggestions made by Camdessus report of the World Panel on Financing 
Water Infrastructure. 

 
In the meantime, however, there are formidable challenges ahead in achieving MDGs. The lack 

of adequate fund is one of the biggest hurdles. We note that, even in those areas of MDGs within reach, 
there is an urgent need to mobilize additional financial resource to support countries that are policy-ready. 
Last year in Monterrey, some developed countries, notably EU countries, committed to increase their 
official development aid. We hope these developed countries will take prompt actions to fulfill  their 
commitment. However, aid commitments fall considerably short of what is needed. It is estimated that 
approximately US$50 billion additional financial aid is needed each year to achieve MDGs. In this 
regard, we note the proposal put forward by the UK government to establish  International Financial 
Facility (IFF) to further increase development finance. We hope that the proposal would invite more 
attention and further exploration by other developed countries, particularly the major developed countries 
on this important issue.  

 
Enhancing the Voice and Participation of Developing and Transition Countries  

 
The participation of developing countries in world affairs is indispensable to establish  a fair and 

balanced world economic order. Strengthening participation of developing countries in the decision-
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making of the World Bank would serve as an institutional guarantee for the Bank, as a development 
agency, to achieve its objective of promoting economic growth and poverty reduction. 

 
Since the Bretton Woods System was created 59 years ago, the developing world has made great 

progress in their economic development. The weight of developing countries in the world economy has 
increased substantially. This development should be properly reflected through the IMF quota and the 
Bank’s share allocation. Given the reality that voting power in both the Bank and the Fund is strongly 
influenced by Fund quotas, we hope that the 13th Fund quota review could make positive progress in 
modifying quota formula and capital increase. Political consensus, in our opinion, is a prerequisite for the 
rationalization of the  quota/share allocation of the BWIs that would  properly reflect the current picture 
of the world economy and developing countries. We support the continuous attention of the Development 
Committee to this issue, and hope the BWIs  would continue to work on the feasible options. 

 
We support the moves that work for a fair and balanced global economic order, reflect the 

interests of developing countries, and help to strengthen the cooperation of all member countries, 
especially among developing countries. We are in favor of the proposal to provide more technical support 
for large multi-country constituencies, particularly African country constituencies, and more technical and 
research support for developing country chairs. 

 
In the meantime, we would also like to emphasize that the ratio of developing countries’ share in 

the two institutions should be reflected in the ratio of staff from developing countries. And the two 
institutions should increase the recruitment of professionals from developing countries, and make efforts 
to assign and promote the staff from developing countries to senior positions.  
 
 
Statement by Mr. Aleksei Kudrin, Deputy Chairman  and Minister of Finance, Russian 
Federation 
 
Millennium Development Goals 

 
Progress and Next Steps 

 
International efforts to meet the MDGs and progress to date draw our attention both to specific 

sectoral goals and to some fundamental development issues.  
 
In general, we share the World Bank’s holistic approach to development.  This approach is what 

puts the Bank at the cutting edge of development theory and practice.  We also believe that social 
progress is not possible without economic growth, which is a powerful catalyst of social modernization.  
Hence we support the traditional emphasis of the IFIs on promoting sustainable long term growth based 
on macroeconomic stability and structural reforms.  Successes of some countries and even regions of the 
world that achieved remarkable progress in poverty alleviation through sustained rapid growth bear 
witness to the validity of this view.   

 
Yet global development record remains mixed.  Some countries and regions continue to lag 

behind while their social situation stagnates or deteriorates.  This naturally draws the attention of the 
international community to the problems of health, education, social infrastructure, disease control and 
other specific social challenges facing the poorer countries.  These concerns have translated into the 
International Development Goals and later the Millennium Development Goals, and a host of related 
international initiatives in specific sectors.  Increased attention to tangible and measurable results and 
special emphasis on the issues of governance and efficiency have led to a much better understanding and 
more detailed knowledge about social situation in the developing countries.      
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Nevertheless, we should be mindful of the side effects of putting the emphasis exclusively on the 
MDGs.  Additional international efforts in a limited number of sectors could hardly be sufficient to 
resolve the social problems.  Both the history and theory of development unequivocally demonstrate that 
social policies can only be effective and sustainable if they are resting on the foundation of solid 
economic growth.  Therefore, the leading role of growth, which has been somewhat sidelined in our 
recent discussions, must be once again underscored and upheld.   

 
Paying attention to international goals, we at the same time should avoid the risk of diluting the 

emphasis on country ownership and support for national priorities.  By their very nature, international 
goals are aggregates that do not necessarily reflect complex reality and specific challenges of a particular 
country.  They call for concentrating additional donor resources in a handful of sectors or even sub-
sectors, potentially increasing the risk of unbalancing overall development efforts.   

 
It is also important to remember that today’s MDG-related international initiatives are just the 

latest in a long succession of attempts to focus international development assistance on a particular sector 
or group of sectors.  It could be instructive to study such past experience, if only to put the new proposals 
into proper perspective.  The documents presented to the Development Committee seem to indicate that 
practical results of these past initiatives have tended to fall short of original expectations – largely due to 
their simplistic approach that ignored the complex realities and multidimensionality of development.  

 
The key conclusion of the presented background reports is that the MDGs in the three leading 

areas are unlikely to be met if economic growth rates remain unchanged.  To overcome the problem, 
estimated additional resource requirements are in the order of 35 to 65 billion dollars, of which 20 to 39 
billion dollars would have to come from additional external aid.  We find it unlikely that such resources 
could be mobilized at this time. 

 
One way to overcome this contradiction would be to revise the underlying paradigm of 

development, the model that treats economic growth as an exogenous variable.  The key question we 
should be asking is how developing countries can achieve and maintain rapid economic growth.  
Traditional methods of fostering growth may not be fully exploited.  We believe that a renewed attention 
to the growth agenda may decrease the resource requirements for achieving the MDGs.  

 
What should be the next steps?  We believe that two areas are key: 
 
In achieving the MDGs, tangible results on the ground should be emphasized over uniform 

coverage and cross-country comparability of indicators.  In this vein we support the approach adopted in 
the EFA initiative  - i.e., focusing donor resources on the countries with proven commitment and track 
record of using these resources effectively.  Any automatic expansion of aid without due regard to 
commitment and tangible results would be a waste of resources. 

 
We also support the Bank’s drive to simplify its operational policies and procedures that would 

facilitate access to its resources – provided of course that this simplification would not undermine the 
emphasis on results and efficient resource management.  We welcome the multi-sector perspective being 
developed in the Bank and agree that the idea of "service-delivery teams" deserves exploration and pilot 
implementation. 

 
As for the overall development paradigm, we hope that the emphasis on the social goals reflected 

in the MDGs will not unbalance the Bank’s approach to development.  Although it has become 
fashionable to talk about the limitations of the “Washington consensus”, the overwhelming majority of 
countries have come to recognize macroeconomic stability as a necessary prerequisite for sustainable 
growth and social development.  At the same time the expectations that the private sector would take over 
infrastructure investment have not fully materialized.  This is an opportunity for the Bank to step in and 
offer its traditional and new lending instruments designed to address specific development bottlenecks. 
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In this context stepping up investment in infrastructure could become an important vehicle of 

Bank’s contribution to international development, since infrastructure plays a key role in fostering good 
investment climate, improving national competitiveness and addressing social problems. 

 
We support the Bank’s Management who recognized this problem and proposed an action plan to 

revive infrastructure lending.  We also support the proposed study of the relationship between investment 
climate and investment flows on the one hand, and trends in social indicators – including the MDG 
indicators – on the other. It would also be useful to conduct a similar study on the links between social 
indicators, infrastructure and competitiveness, which is of special importance in the era of globalization.   

 
We would particularly welcome a discussion of the interrelationships between infrastructure 

investments, economic growth and social development indicators at the next DC meeting.  The Bank 
would be well placed to prepare a report on the subject, which could include, inter alia, the analysis of 
historic trends in Bank’s financing of infrastructure and the necessary next steps in this regard. 

 
Monitoring Arrangements 
 
We support the idea of creating a framework for monitoring global development situation and 

prospects of achieving the Millennium Development Goals (MDGs). Reports prepared by the Bank and 
the Fund on the basis of such monitoring could help focus the Committee’s attention on the critical 
problems – and on the practical steps required to resolve them. This in turn could enhance the relevance 
and effectiveness of the Committee. 

 
To be truly useful, such status reports would need to meet rigorous quality criteria, the most 

important of which are impartiality, frankness, and timeliness in analyzing both positive and negative 
trends and events.  For example, these reports should identify countries where social and economic 
problems are deteriorating, clearly indicating key factors behind such deterioration, be it external shocks 
or policy failures.  Special attention should be paid to trends in environment for private sector 
development and for attracting foreign investment.  Reports should also examine developments in the 
trade policy of the industrial countries, and the extent to which these policies conform to the Monterrey 
declarations.  By the same token, reports should also include candid assessment of the IFI activities and 
their role in the client countries.   

  
While welcoming the Bank’s and Fund’s participation in MDG-related monitoring, we also 

believe that the preparation of reports by itself cannot change world realities. Given the Bank’s mission 
and comparative advantage, its main contribution to achieving the MDGs should consist in stepping up its 
activities in developing countries and increasing effectiveness of its operations, which is impossible 
without candid ongoing dialogue with borrowing governments. 

 
In this respect the shortcomings of existing monitoring tools and indicators is a serious limitation.  

For example, Country Policy and Institutional Assessments are the basis of allocating IDA resources 
among the borrowing countries, yet the reliability and transparency of these assessments need serious 
improvement.   

 
Similar questions may be raised with respect to the reliability of indicators based on surveys and 

opinion polls rather than on national statistical data.  Survey results are often biased by perceptions and 
personal views of respondents, and the use of such information without the necessary caveats and 
explanations may bias the overall approach and complicate country dialogue and development assistance. 

 
We are sure that the Bank will not to pursue monitoring at the expense of its core activities – 

promoting economic growth and fostering social development.  We would also like to see a balanced 
approach to including the MDGs in the Bank’s operations.  Linking each and every Bank program and 
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operation to the MDGs could cause serious practical problems, for example by introducing additional 
bureaucratic hurdles, lengthening project preparation and increasing costs.  In addition, developing 
countries often have to concentrate on resolving urgent development and social problems, so that their 
relationship with the IFIs may face a real trade-off between country ownership and focus on longer term 
MDGs. 

 
Enhancing the Voice and Participation of Development and Transition Countries 

 
We support the idea of enhancing the voice and participation of developing and transition 

countries in decision making by the Bretton Woods institutions.  If the Bank and the Fund are to make an 
impact on the quality of life in these countries, their activities must be client-driven and client-oriented.  
The key lesson of development assistance to date has been that reforms imposed from abroad do not 
work, and do not last.  “Buying” reforms is not only a waste of scarce aid resources, it may in fact 
discredit the very ideology of reform it seems to support.  Successful development is always home grown, 
based on the country’s own capacity and view of priorities.   

 
In this respect the growing emphasis on country ownership in Bank and Fund operations is 

welcome.  The best thing that the international financial institutions can do is to assist the client countries 
in achieving the goals they set for themselves by providing them with the knowledge and resources 
required to design and implement their own economic and social programs.  In our view, recent progress 
in this area has been quite satisfactory.  In recent years both the Bank and the Fund have taken serious 
measures to increase their client orientation, to understand better the complex challenges confronting the 
developing countries and countries in transition.   

 
The natural extension of this approach is that client countries should have real opportunities to 

bring their views to the attention of Bank and Fund management, their major shareholders and donors, 
and to protect their interests in all aspects of the activities of these institutions.  The consensus culture of 
these institutions helps to ensure that the views of all shareholders are heard, and decisions are very rarely 
made by simple majority vote.  In this respect we believe it would be counterproductive to try to revise 
the basic organizational principles of the Bretton Woods institutions. These principles have stood the test 
of time, and an attempt to revise them would unavoidably lead to protracted debates, legal quagmire, and 
in the end could probably do more harm than good.  At the same time, we would support administrative 
steps to address emerging practical problems for particular shareholders, without triggering conflicts or 
calls to revise the Articles of Agreement. 
 
 
Statement by Mr. John Manley, Deputy Prime Minister and Minister of Finance, Canada 17 

 
The heightened geopolitical and economic uncertainty currently facing the world was a major 

focus of our discussions in the International Monetary and Financial Committee yesterday. These 
uncertainties represent particular difficulties for the poorest developing countries as they work towards 
achieving the Millennium Development Goals (MDGs). Our challenge is to maintain our commitment to 
the objectives of Monterrey and Johannesburg and work in partnership with developing countries to find 
ways to establish a stronger basis for future economic growth and poverty reduction. Helping them 
participate more fully in the global economy must be a key element of our approach.  

 
 
 
 

 
17 On behalf of Antigua and Barbuda, The Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, 

Ireland, Jamaica, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines 
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Working Together to Support Growth and Poverty Reduction 

 
Capacity for economic growth, along with adequate social investment, is the fundamental driver 

of poverty reduction. The current sluggishness in the global economy only reinforces the need for us to 
focus our efforts on eliminating barriers to growth and boosting competitiveness in the developing world. 
The task is daunting—many of the world’s poorest countries, particularly those in Africa, will have to 
double their current gross domestic product growth rates if they are to achieve the MDGs. And for the 
small Caribbean economies of our constituency, the current global economic slowdown, volatility in oil 
prices, falling investment and dislocation in the tourism sector threaten to undo progress in reform and 
poverty reduction. At Monterrey, Johannesburg and within this committee, we have all recognized that 
achieving the MDGs requires stronger partnerships—with each other, with international institutions and 
with civil society. Moreover, our partnerships must reflect mutual responsibility and accountability for the 
results of our actions.  

In many developing countries, weak governance has been one of the most fundamental obstacles 
to longer-term growth and poverty reduction as well as to the effectiveness of development assistance. 
Indeed, a fundamental principle of Monterrey and the New Partnership for Africa’s Development 
(NEPAD) is a strong commitment by developing countries to improve governance. Effective, transparent 
and accountable state institutions, strong regulatory frameworks, substantial investment in physical and 
human capital and the entrenchment of the rule of law are essential for sustained growth. However, the 
recent World Bank Operations Evaluation Department review of the Heavily Indebted Poor Countries 
Initiative (HIPC Initiative) and the International Development Association’s (IDA’s) 2002 Country Policy 
and Institutional Assessment exercise suggest that significant governance shortcomings persist in many 
developing countries. As Poverty Reduction Strategy Papers (PRSPs) become the primary statement of 
national development strategies, it is essential that they pay much greater attention to strengthening 
institutions, eliminating corruption and building a better environment for investment and private sector 
development.  

Developed countries must also take greater responsibility for development. At Monterrey we 
recognized that both increased volumes and increased efficiency in the use of external financial resources 
are required to set developing countries on a path to sustainable growth, development and poverty 
reduction. Canada has acted by increasing the volume of its assistance by 8 percent annually, while 
Ireland, as Taoiseach Bertie Ahern recalled in his recent lecture to the World Bank, has committed itself 
to reaching the United Nations (UN) target for Official Development Assistance of 0.7 percent of gross 
national income by 2007.  

Moreover, recognizing the importance of debt relief to development and poverty reduction, 
Canada has recently contributed an additional US$75 million to the HIPC Trust Fund -- one of the first 
donor contributions to address the remaining HIPC financing gap. Under its debt initiative, Canada has in 
place a debt service moratorium for eligible HIPCs and offers 100 percent debt forgiveness on 
outstanding debts at the completion point. Ireland supports 100 percent debt relief for HIPCs financed by 
bilateral donors. We believe that debt relief provided in addition to the HIPC Initiative should not be 
included in the calculation of “topping up” assistance. Furthermore, we believe that greater efforts are 
needed to address the problem of some creditors continuing to choose not to participate in the HIPC 
Initiative.  

At the same time, bilateral and multilateral donors still have considerable work to do themselves 
to harmonize and streamline their processes and procedures in support of developing country strategies in 
order to boost aid effectiveness, reduce transactions costs and foster local ownership. To this end, we 
support the ongoing work of the multilateral development banks to improve coordination; and we 
particularly welcome moves within the World Bank to change its working practices to allow it to channel 
more of its resources through coordinated mechanisms at the developing country level. Canada strongly 
supports the results of the recent Rome High-Level Forum on Harmonization, which includes best 
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practice principles developed by the Organisation for Economic Co-operation and Development’s 
Development Assistance Committee.  

Canada will accelerate its own harmonization efforts. Ireland, together with other donors, is 
turning its commitments under the Rome High-Level Forum into reality through its participation in the 
Harmonization in Practice initiative in Zambia. We are encouraged that multilateral institutions, donors 
and developing countries are increasingly focusing on PRSPs and using joint policy processes such as 
Sector Wide Approaches at the country level.  

Our ability to demonstrate to our publics that aid works is critical to mobilizing additional 
bilateral resources for development assistance. One of the most important lessons of our collective 
experience with development assistance is that it is most effective when targeted to those countries that 
are pursuing good economic and social policies. Canada, therefore, strongly endorses IDA’s performance-
based allocation and believes that other multilateral and bilateral institutions need to create a much 
stronger link between good policies on the ground and assistance volumes.  

Having a better picture of the results of our development efforts is also important for 
demonstrating that aid works. The Canada/Ireland/Commonwealth Caribbean constituency welcomes the 
recent efforts of the World Bank and other multilateral development banks, in close cooperation with the 
UN system, to strengthen their measuring and monitoring of development results. We also welcome the 
Bank’s recent initiative to provide us with regular monitoring reports on the actions that developing and 
developed countries are taking to achieve the MDGs. We expect, however, that the Bank will continue to 
coordinate this work closely with that of the UN agencies that have been charged with leading the 
international effort to monitor MDG progress.  

 
Trade Must Be a Key Element of Growth and Poverty Reduction 

 
Improving developing countries’ ability to participate equitably in the global trading system is 

one of the most critical factors in improving their economic growth prospects. It is clear that development 
assistance alone will not be enough to help developing countries grow out of poverty and achieve the 
MDGs. Reducing barriers to trade has the potential to boost economic growth in developing country 
economies and help ensure sustainable poverty reduction.  

We must ensure that the Doha Round truly is a “Development Round.” We need to make real 
progress in the area of market access for a broad range of goods. In this context, as of January 1, 2003, 
Canada has eliminated tariffs and quotas on almost all imports from least developed countries. But 
improving market access must proceed hand in hand with the elimination of trade-distorting subsidies. 
The direct costs of agricultural subsidies, in particular, dwarf developed country aid transfers to the 
developing world. But even more seriously, they distort agricultural markets in both developing and 
developed countries. Beyond agriculture, we need to improve disciplines on the use of subsidies and trade 
remedy measures to ensure that market access is not undermined. And these issues should not be seen 
only in “North-South” terms. Developing countries themselves frequently maintain high barriers to the 
regional and “South-South” trade that should be an important catalyst for future growth.  

These measures alone, however, cannot guarantee that developing countries will be able to reap 
the benefits of more open markets. Many developing countries, especially the poorest, lack the capacity 
both to participate effectively in multilateral trade negotiations and to capitalize on market liberalization. 
The World Bank, working with other multilateral and bilateral organizations, has an important role to 
play through the provision of technical assistance in the area of trade infrastructure and capacity building. 
In the context of NEPAD, Canada is working with African countries and with multilateral organizations 
to increase African trade capacity and strengthen Africa’s role in multilateral trade negotiations. We 
welcome the Bank’s increased focus on trade research and policy analysis. However, it must ensure, 
through mainstreaming trade issues in Country Assistance Strategies and working with developing 
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countries to enhance the trade focus of PRSPs, that this work is translated into actions and results within 
developing countries. In particular, we would urge the Bank to take further action to address trade 
capacity building, including improving follow-up work on diagnostic trade integration studies undertaken 
in the context of the Integrated Framework for Trade-Related Technical Assistance to Least Developed 
Countries.  

 
Post-Conflict Reconstruction in Iraq 
 

Economic and social stability are key to longer-term political stability. It is important that the 
international community come together quickly on the important task of helping the Iraqi people rebuild 
their economy and society. International institutions have an important role to play in this process and we 
would encourage their participation. 

 
Enhancing Developing Countries’ Voice in International Financial Institutions 
 

Before closing, I would like to turn briefly to the issue of enhancing developing countries’ voice 
in the Bretton Woods institutions. We have long recognized the importance of country ownership in the 
success of development policies. More effective participation of developing countries in the work of the 
Bank and Fund would both improve policy-making and strengthen developing country ownership of the 
institutions’ policies.  

There are a number of practical steps that the Bank and Fund can take immediately to enhance 
developing countries’ voice. Building on proposals from African Executive Directors, we would 
encourage the Bank and Fund to direct financial resources and technical assistance at improving the 
ability of both developing country Executive Directors’ offices and officials in the capitals they represent 
to analyze and respond to key Bank/Fund issues. Over the medium and longer term, Bank and Fund 
members will need to reflect on a number of more complex proposals that could broaden developing 
country representation on the Executive Boards of the two institutions.  

 
In today’s difficult global economic climate, the challenges of promoting developing country 

economic growth and poverty reduction are immense. But Monterrey has strengthened our mandate and 
increased the resources needed to attack global poverty. This will not be a short-term project. We need to 
take up this challenge today, mindful of the lessons of past experience, recognizing that sound economic 
and social policies and good governance form the basis for longer-term prosperity.  
 
 
Statement by Mr. Francis Mer, Minister of the Economy, Finance and Industry, France 
 

We are meeting today in a difficult economic and geopolitical environment to focus on a priority 
for all our governments: cooperation for economic development. We all know that economic development 
entails complex mechanisms. But we also know that the poorest countries, and Africa in particular, need a 
stronger mobilization, of public and private financing.  However, we must - all of us – be vigilant to 
enhance the efficient use of these resources in order to achieve concrete and sustainable results. And 
lastly, we have a collective responsibility to involve the poorest countries in world trade. 

 
Meeting the Challenge of Resource Mobilization 

 
The resources needed to put developing country economies on the road to sustainable 

development will of course be contributed mostly by the Third World countries themselves. Preparing the 
ground for sustainable economic growth must therefore remain a primary objective.  Poverty reduction 
strategies are widely recognized to be the framework for any action in this area.  In view of their 
importance, we must continue to improve these strategies in particular by putting a greater focus on the 
sources of growth and increased  private investment.  
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We have also learned from experience that a healthy, highly developed financial sector is an 

essential pillar of growth. We therefore encourage the World Bank and the IMF to keep up their technical 
assistance in this area, which needs to remain a priority. While these institutions have already launched 
appropriate tools to assess financial sectors, I am  nevertheless concerned about the added administrative 
workload this may generate for  developing countries and I therefore invite the Fund and the Bank to 
harmonize their tools and to coordinate further in this area.  

 
Even if these best practices were systematically applied, there is every reason to believe that the 

resources available to the poorest countries will not suffice to achieve the millennium development goals, 
i.e., large-scale reduction of poverty by 2015. It is therefore the responsibility of the international 
community to grant assistance to these countries, most of which are located in Africa. Every study to date 
has shown that Sub-Saharan Africa will not achieve the millennium goals under current trends.  Rallying 
our efforts behind this continent is essential. 

 
We have reaffirmed our commitment to do so in Monterrey.  Many countries of the North have 

already begun to take action, reflected in their agreement to step up the volume of their development 
assistance. France intends to take full responsibility for its share.  President Chirac has announced 
France's commitment to raise ODA within 5 years to 0.5  percent of gross domestic product and to reach 
the ambitious target of 0.7  percent within the next 10 years. Already in 2003 our ODA will reach 0.39  
percent of GDP. However, it makes no sense to step up assistance unless we also endeavor to improve the 
predictability of resources we allocate. The volatility of ODA undermines the capability of beneficiary 
countries to implement medium-term budget plans, which are the cornerstone of an ambitious and 
sustainable development.  

 
Debt forgiveness is another financing tool for development. Although indirect, it is just as 

important. Giving every country the opportunity to service a sustainable debt - the main objective of the 
Heavily Indebted Poor Countries (HIPC) initiative - is a milestone on the road to development. France 
considers it important to ensure the smooth implementation of this initiative and wants every effort to be 
devoted to making its benefits available to as many eligible countries as possible. We must therefore 
analyze the reasons behind the current delays in order to remedy the difficulties encountered by countries 
which fail to reach the decision point and thus remain excluded from the benefits of the initiative, and the 
problems faced by beneficiaries which fail to reach the completion point. 

 
We are also in favor of a change in the methodology of calculation of “topping-up” in order to 

ensure that bilateral debt relief is truly additional for countries affected by economic shocks. I regret to 
say that there is no consensus on this issue at this time. I am convinced that a clarification of the positive 
impact of such a change on the sustainability of the debt of these countries (particularly by reducing their 
exposure to commodity prices volatility) and its impact on the financing of the HIPC initiative will lead to 
a consensus. 

 
Lastly, I want that the room of maneuver provided by debt relief to be fully used to fight poverty. 

This will require a closer attention to the efficient use of resources and therefore good governance. The 
IMF and the World Bank are already taking this aspect into consideration, particularly in the Poverty 
Reduction Strategy Papers and the Poverty Reduction and Growth Facility. I nevertheless believe that a 
stronger and more systematic effort is required. I expect both institutions to make proposals in this 
direction. 

 
The documents received from the World Bank clearly show that the millennium goals have set a 

monumental task and that the needs involved are much larger than what can be covered with official 
assistance. This means that private capital should be increasingly mobilized, both in the domestic and 
international markets. Private investment has three prerequisites. First, the countries of the South need to 
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develop an attractive environment; secondly, the countries of the North need to provide financial 
incentives, like guarantees; and thirdly, major public and private institutions need to accept the challenge.   

 
Despite declining inflows of private capital to developing countries in 2002, I see two reasons for 

optimism:   
 
First, the New Partnership for Africa's Development (NEPAD) shows growing awareness on the 

part of the African countries that a political and economic governance framework is required to foster 
investment in the continent with the greatest needs.  

 
Secondly, the broad reflections on water financing - and I am thinking in particular of the 

conclusions published by the panel chaired by Mr. Camdessus - can be expected to revive the discussion 
on the public-private financing mechanisms. This would not mean a reduction in ODA or unregulated 
privatization of the suppliers of this vital good. The international financial institutions, especially the 
World Bank, will need to deal with this challenge: the World Bank will have to present its shareholders 
with relevant proposals, which could be discussed and adopted before our next Development Committee 
meeting.  

 
Achieving Concrete and Lasting Results 

 
Because mobilizing necessary resources calls for increased efforts both from the governments and 

civil society, in the North as well as in the South, we need to keep in mind the objective of obtaining 
concrete and lasting results.  

 
One of the priorities in this area is to lower the administrative costs of development policies.  For 

this, donor procedures need to be harmonized. I welcome the ambition of the declaration issued by the 
Rome Forum, which has achieved significant progress. To build on the momentum currently driving this 
theme, France calls on the OECD's Development Assistance Committee to negotiate a DAC 
recommendation on harmonization of these procedures. The binding status of a DAC recommendation 
would ensure ownership of the coordination and harmonization process from all parties concerned. France 
is moreover actively engaged in local experimental programs to coordinate and harmonize donor practices 
in pilot countries.  

 
The positive impact of harmonization is particularly visible in the "Education for All / Fast Track 

Process" initiative. The financing of the first seven selected countries is well underway, helped by 
coordination of the financial efforts of all stakeholders. The coordination of local and international 
cooperation policies in education has been strengthened.  France is one of the driving forces behind the 
success of this initiative, which it co-chairs this year. 

 
I am particularly attached to the World Bank's ongoing work on ways to better manage aid to get 

concrete results. France endorses this initiative and has decided to launch a similar one in its bilateral 
agency, the Agence Française de Développement. I urge all other stakeholders to do so. I am convinced 
these will ensure the maximum impact for our assistance.  

 
Developing countries also have their own roles to play. They can inter alia optimize the impact of 

foreign and local finance by establishing a sound framework for public expenditure. France invites all 
developing countries to work out action plans designed to achieve concrete improvements in this area in 
the years ahead. The Bretton Woods Institutions could regularly monitor actual improvements and all 
lenders should agree to coordinate technical assistance to interested countries.  

 
Two aspects in particular are important to guarantee long-term results. The first is the fight 

against HIV/AIDS: the rapid spread of this pandemic, especially in Africa, undermines the development 
of these countries and the effectiveness of our assistance. I welcome the first results achieved by the 
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Global Fund to Fight AIDS, Tuberculosis and Malaria. Nevertheless, this new institution could be 
hampered by funding difficulties. We must therefore develop and implement the mechanisms to ensure its 
sustainable funding.  To this end, France and its G7 partners are actively considering the best way for 
stakeholders to participate.  France has decided to host a conference for Global Fund donors in July 2003 
in Paris. The purpose of this conference is to promote a better awareness of this Fund  and to mobilize 
resources from public donors as well as from the private sector, with a view to ensure its refinancing. By 
the same token, a review must be engaged to reinforce the financial governance of this institution. In 
particular, the implementation of a real financing mechanism in addition to adequate financial governance 
in the Fund will allow to determine in advance the actual volumes of projects the Fund can commit to, 
based on available resources. Moreover, we would like for an agreement to be found rapidly on the 
implementation of the Doha Declaration on the agreement on TRIPS and public health in order to 
facilitate access to treatment at an affordable price for the largest number of people.  

 
The other challenge ahead is the problem of sustainable development, i.e., the need to make sure 

that the development policies implemented today do not jeopardize economic growth for future 
generations. Last year's Johannesburg Summit strengthened the commitment of all stakeholders, as 
reflected in the launch of many type 2 initiatives in a genuine partnership involving all development 
stakeholders : governments, civil society and the private sector. This year, France has decided to focus on 
water management, so essential to the millennium development goals. The Summit of the G7/G8 Heads 
of State in Evian will present a water action plan aimed primarily at raising the financing needed for this 
sector. 

 
Promoting Integration of the Poorest Countries in World Trade 

 
Implementation of the Doha Development Agenda and continued efforts towards balanced 

liberalization of trade remain priorities for France. However, the success of the Doha Development 
Agenda is contingent on progress in all areas. Focusing only on agricultural negotiations, which account 
for no more than about 10 percent of total goods trade, would overshadow the importance of progress in 
all other areas, such as industry and services, competition, investment and international trade rules in 
general, or the importance of access to drugs for development. 

 
It is nevertheless clear that market access is not the only way in which trade can boost economic 

development. The marginal integration of many developing countries in world trade is also largely due to 
internal factors (bad infrastructures, high transportation costs, bad governance, conflicts), not to mention 
an unfavorable economic environment (especially volatility of commodity prices). 

 
At the France/Africa Summit held in February 2003, President Chirac announced a trade initiative 

geared to specific African needs justifying positive discrimination. This initiative is underpinned by three 
complementary pillars: harmonization and alignment of preferences for the Sub-Saharan countries to the 
most favorable regime; a standstill for export subsidies with a negative impact on local production, review 
of food aid and disciplines for export credits; and lower exposure of African countries to fluctuating 
commodity prices, to which they are particularly vulnerable.  

 
I urge the International Monetary Fund and the World Bank to continue their ongoing 

development of the mechanisms required to help protect the African countries against fluctuation of 
commodity prices, to which they are particularly vulnerable. I make a special appeal to these two 
institutions to present concrete proposals aimed at reforming existing compensation mechanisms or 
fostering the development of  market-based mechanisms to cover price risks.  

 
In addition to the integration of developing countries in world trade, we need to seek their 

integration in global governance, particularly as part of the Bretton Woods institutions.  
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This is why President Chirac has invited Heads of State from developing and emerging countries 
to participate during the Evian Summit in an informal dialogue on globalization and international 
governance. This reflects the President's wish to involve the major emerging countries as well as the 
developing ones more actively in talks on the management and humanization of globalization.  

 
Participation of the developing countries in the Bretton Woods Institutions is a priority for 

France. The World Bank and IMF proposals to enhance capacities of  the chairs of developing countries 
are an interesting first step in this direction. Additional human and financial resources should allow the 
countries in Sub-Saharan Africa to have in-depth reviews on the issues discussed by these institutions, 
which will allow them to contribute more actively to decisions.  

 
Nevertheless, this should merely be viewed as a first step. In time, more substantive questions on 

governance in both institutions will have to be addressed by the membership.  
 
In conclusion, I would like to stress the ambitious commitments made by the entire international 

community in 2002. Our credibility is at stake. We are all expected to live up to our commitments. It is in 
this spirit that I particularly approve the fact that the World Bank regularly presents the Development 
Committee with a report monitoring our development policies in light of our commitments. I urge the 
Bank to make sure its assessments are based on specific, adequate criteria to ensure an objective and 
impartial judgment.  
 
 
Statement by Mr. S. Narayan, Finance Secretary, India 
 

Development Committee is meeting this year at a time of continued global economic stagnation, 
compounded by geopolitical developments, which have heightened global uncertainty. Net capital flows 
to developing countries are down for second successive year.  This continued decline in net capital flows 
is quite disconcerting .It is this Committee’s mandate to seek ways and means to reverse this trend and to 
initiate measures to enhance transfer of real resources to developing countries to enable them to engender 
growth and to sustain progress towards the Millennium Development Goals (MDGs).   

 
Last year we all met at Monterrey for Summit conference on Financing for Development and 

renewed our commitment to the objectives of reducing poverty and improving basic human development 
needs of the poor across the world.      It is gratifying to note that this Committee is engaged in the task of 
implementation and monitoring of the Monterrey Compact. However, it is somewhat disconcerting that 
most of the MDGs are assessed to be unachievable by target year of 2015 at this point of time.  Many 
developing countries have taken bold steps for reforming policies and institutions and improving the 
investment climate.  Implementation of commitments by the developed world and by the International 
Financial Institutions (IFIs) has, however, fallen short of expectations.  This is evidenced by the continued 
net negative transfer of resources from developing countries, insignificant growth in ODA and lack of 
progress in removing trade restrictions on products of interest to developing countries.  This Committee 
must take note of these developments and come out with remedial measures. 

 
It is our belief that improving institutions and policies are extremely valuable, but these by 

themselves, are not enough. Reduction of global poverty and achieving the Millenium Development 
Goals will require substantial investment in sectors critical for poverty reduction. The IFIs and the 
developed countries can play a significant role in funding these investments. The inability to tie up 
adequate additional resources to finance the Education for All Fast Track Initiative underscores these 
difficulties. 

 
The link between infrastructure and poverty reduction is well recognized. MDGs will remain 

unattainable unless determined efforts are made to narrow the gap between the demand and supply of the 
infrastructure, especially the needs of the poor.  It is indeed unacceptable that the Bank has gradually 
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withdrawn from lending for this sector in the mistaken belief that the private sector would pick up the 
slack. There is a massive need for supplementing and catalyzing private sector investment in 
infrastructure though official initiatives and also supporting official investments To give just one 
example, investments in water in developing countries will need to increase from the current level of 
about US$75 billion per year to US$180 billion per year. Only in the Water and Sanitation sector, the 
present level of investments of US$15 billion per year will need to be doubled in order to achieve the 
Millennium Development Goal of halving the number of people without access to clean water and 
sanitation by 2015. The World Bank and other Multilateral Development Banks need to significantly 
increase the volume of investment in infrastructure, while at the same time helping clients to improve the 
institutional arrangements for the delivery of infrastructure services. It is important to emphasize that 
reform and investment must go hand in hand.  The challenge before the Bank is to design and fund a 
virtuous cycle of investment, reforms, growth and poverty reduction. Externalities and pay-offs from such 
investments in terms of poverty reduction, higher private sector productivity and economic growth are 
substantial. We are glad to learn that the World Bank is now engaged in preparing an Action Plan for 
boosting the Bank’s investment in infrastructure and we look forward to its speedy implementation.  

 
The IFIs, including multilateral agencies have two critical roles.  The first is to monitor the 

implementation of the Monterrey compact. The second is to increase their partnership with the developing 
countries so that they there are able to better align their interventions to where it would have most 
‘critical’ impact. The Monitoring Framework should help in identifying deficiencies in implementation, to 
enable mid-course correction. We appreciate the steps being taken to boost the statistical capacity and 
development datasets of developing countries. These are essential, as we need to be sure that we know 
which are the problem areas, at the lowest level of aggregation, which lag behind in respect of each of the 
MDGs. We would, therefore, suggest better regional and country dimensions of existing deficiencies to 
enable better appreciation of where we are, and which way we are moving. Related to this is the 
preparation of accurate estimates of the additional resources, disaggregated country-wise and region-wise, 
that would be required if we were to meet each of the MDGs.  

 
The IFIs have to take up assessing both the quality and quantum of development assistance in a 

more systematic manner. Harmonization must be both procedural and substantive. The Rome conference 
succeeded in highlighting the need to streamline reporting, monitoring and procurement requirements. At 
the same time, by spreading our resources over too many schemes and projects, we risk negligible impact 
and even failure at times. International assistance should focus on adding value to a country’s own 
development efforts. While we see the merits of individual projects and investments, these should 
ultimately feed into national policies, priorities and programs. Clearly, our efforts at scaling up need 
greater attention. 

 
We appreciate the advocacy role that IFIs are playing on issues of international trade in goods and 

services and the importance of improved market access for products of interest to developing countries. 
Policies of protection and subsidies in agriculture have pernicious effects on farmers in poor countries; 
subsidy-led over-production and subsidized exports in developed countries depress demand for products 
that developing countries produce more efficiently, and distort the incentives for agriculture, which is 
critical for their growth prospects.    Progress in removing agriculture protection and subsidies in 
developing countries is critical to make the Monterrey Compact for removing poverty and achieving 
MDGs.  Progress and work in this area through the advocacy role of International Financial Institutions 
needs to be strengthened and made more effective. 

 
We have before us certain proposals for enhancing the voice and participation of 

developing countries.  We are disappointed that these suggestions fail to address the substantive 
issues of voice and participation and instead focus on relatively peripheral and procedural issues. It 
is our belief that reforms of the international financial architecture can be achieved only through 
structural changes in the IFIs which is compatible with the global economic changes and the role 
and importance of developing countries therein.  In so far as the World Bank is concerned, there is 
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already a felt need for increasing its capital though a General Capital Increase to enable it to provide 
more long-term and stable resources to developing countries.  We also need to restructure basic 
votes or capital allocation as part of general capital increase. 

 
 

Statement by Mr. Fathallh Oualalou, Minister of Finance and Privatization, Morocco  
 

The sixty-seventh meeting of our Committee is taking place at a time when the war in Iraq is 
compounding the uncertainty prevailing on the international scene, a situation that has slowed global 
growth and trade, as well as financing flows to developing countries. 

 
The war in Iraq is bound to have far-reaching effects on this country and on the Middle East as a 

whole.  Its effects will also be felt in all developing countries, which are currently finding it difficult to 
achieve sustainable growth and combat poverty effectively. 

 
These countries are in fact experiencing significant setbacks in the area of growth as a result of 

the negative impact of exogenous shocks that are exacerbating their fragility and eroding the progress 
made in the area of poverty reduction. 

 
For this reason, I would like to avail myself of this opportunity to call on the international 

community to demonstrate a strong sense of solidarity by providing the humanitarian aid needed by the 
people of Iraq, by working towards reconstruction of the country, and by putting in place a support 
mechanism for the countries of the region as well as other countries affected by this crisis.  An appeal is 
also made to the international community to draw the pertinent lessons from these events, to eliminate the 
deeply-rooted causes for divisions, and to create the conditions for a just peace in the Middle East. 

 
Achievement of the Millennium Development Goals and Progress Report on Initiatives Related to 
Education for All, Health, Combating HIV/AIDS, Drinking Water and Sanitation 
 
The reports prepared by the Bank and the Fund demonstrate that the progress made by developing 

countries in terms of macroeconomic and structural polices, though encouraging, has not had the expected 
impact on growth, productivity, and poverty reduction. 

 
This is evidenced by the fact that half of low-income countries with a population of 

approximately 800 million inhabitants are recording an increase in per capita income of less than two 
percent, a figure that falls well short of enabling these countries to achieve the objective of cutting 
poverty in half by 2015. 

 
Also, developing countries are facing significant challenges in the areas of universal education, 

health, and combating HIV/AIDS, as well as the provision of drinking water and sanitation. 
 
With regard to education, projections indicate that at the current pace, seventy developing 

countries run the risk of failing to achieve the objective of universal primary education by 2015. 
 
With regard to health, 10.5 million children in developing countries die each year before they are 

five days old and every minute a woman who is pregnant or in childbirth dies in these countries.  Bt the 
end of 2002, 39 million adults and 3 million children will be infected with HIV/AIDS. 

 
With regard to the provision of drinking water and sanitation, about 1 billion persons in 

developing countries live without access to drinking water and 2.2 billion do not have proper sanitation 
facilities. 
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We are all aware that in order to confront these challenges, we cannot merely rely on an increase 
in economic growth rates in developing countries.  Studies show that current public aid levels would have 
to be doubled to 100 billion dollars per year, at a minimum, in order to achieve the millennium goals with 
respect to poverty reduction and improvement of the living conditions of the poor in the world. 

 
In light of this situation, the entire international community should redouble its efforts to honor 

the commitments made at various international meetings, in particular at Monterrey and Johannesburg, 
with a view to achieving the millennium development goals.  These goals, which, for a number of years, 
have been the top concerns of the Committee, constitute important benchmarks in terms of efforts to 
achieve development and reduce poverty. 

 
Also, an appeal is made to the international community to demonstrate a strong sense of 

partnership by taking action to assist developing countries to assume fully their responsibility to 
implement scaled up action plans that are tailored to the needs of these countries in the areas of health, 
combating HIV/AIDS, and access to water and sanitation, following the approach adopted in the case of 
the Education for All program.  Such action plans should establish realistic, precise, and easily 
quantifiable objectives in order to facilitate implementation and follow up. 

 
Against that backdrop, developed countries have a very important role to play by rapidly 

fulfilling their commitment to double the volume of development assistance, which, based on current 
levels, will increase by only 15 billion dollars by 2006, even when the actual commitments made since 
the Monterrey Conference are taken into account.  This sum will represent a mere .26 percent of the GNP 
of donor countries; i.e., one-third of the goal of .7 percent of GNP set by the United Nations. 

 
The effectiveness of this assistance must also be enhanced through the strengthening of 

cooperation between donors and the harmonization of their operational procedures, in accordance with the 
declaration of the Forum on Harmonization that took place in Rome in February 2003.  While endorsing 
the directives drafted by the working group on the procedures of donors with respect to the harmonization 
of practices and coordination of the efforts of donors, this declaration stressed the need to streamline these 
procedures in order to reduce their cost to beneficiary countries and to tailor them to the specific 
situations prevailing in these countries. 

 
Industrialized countries must also put in place specific measures to lift both tariff and non-tariff 

barriers, which block access of the exports of developing countries to markets, in particular agricultural 
products and textiles.  Estimates show that the elimination of these barriers, when combined with rapid 
growth in developing countries, could free 300 million additional persons from the stranglehold of 
poverty in these countries by 2015.  It is also important for developed countries to eliminate subsidies and 
other forms of assistance for production, which considerably hamper production and the exports of 
developing countries.  To that end, the DOHA Round also offers an opportunity that must be seized in 
order to achieve progress in the area of trade liberalization between developed and developing countries 
and to transform global trade into a veritable catalyst for development. 

 
In parallel with an increase in aid and the opening of markets, developed countries should pursue, 

in conjunction with other partners, debt relief efforts for heavily indebted poor countries by ensuring, in 
particular, that the HIPC initiative is adequately financed and that a greater number of countries have 
access to this initiative.  Similar debt relief mechanisms for middle income countries should also be 
implemented. 

 
International financial institutions also have an important role to play by supporting capacity-

building in developing countries, with a view to the implementation of national strategies and action plans 
aimed at achieving the millennium goals and improving the living conditions of the poor.  Moreover, 
these institutions should step up efforts to increase private capital flows to these countries.  In this 
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context, Africa should be given special attention, especially since African countries have demonstrated 
their resolve, through NEPAD, to take action to confront the challenges facing the continent.  

 
Furthermore, these institutions, particularly the World Bank, should facilitate dialogue by 

preparing reports on a regular basis on the strategies and policies implemented to achieve the millennium 
goals and on the results recorded in this area. 

 
Developing countries must forge ahead with efforts to achieve macroeconomic restructuring and 

must redouble their efforts to mobilize the local resources that are necessary to put in place physical 
infrastructures, ensure human resource development, and improve their regulatory and institutional 
framework and business environment.  These countries must also strengthen democracy, guarantee good 
governance of their public sector, and institute reforms that are aimed at enhancing the management of 
enterprises and transparency, as well as combating corruption. 

 
Participation and Representation of Developing and Transition Countries 
 
Developing countries cannot fully assume their responsibility in terms of achieving the 

millennium goals if they do not have enough of a voice in international bodies and forums. 
 
For this reason, we support the efforts made to increase the participation of developing and 

transition countries in the decision-making process of the two Bretton Woods institutions through the two 
categories of measures that pertain, first, to increased participation of these countries in these institutions, 
and, second, to strengthening their voting power.  

 
In this regard, while supporting the efforts that fall within the first category of measures and are 

aimed, in particular, at strengthening human resources and the logistical resources that are available to the 
groups that represent developing and transition countries, we deem it essential to focus our attention on 
measures aimed at strengthening the voting powers of these countries, since this is the only way to enable 
them to contribute more to the decision-making process on issues that affect their future.  While these 
measures, which are structural in nature, have been the subject of noteworthy studies by the Bank and 
Fund, they have not led to specific proposals because of the very strong political commitment that they 
require. 

 
In the context of achievement of these measures, it is possible to envision, as a first step, 

reestablishment of the balance in the distribution of voting powers between basic votes and quotas that 
existed when the two Bretton Woods institution were founded.  To achieve this, basic votes must be 
significantly increased in order to restore the weight that they carried when the Fund and Bank were 
created; i.e. eleven to twelve percent of total votes, instead of the current two percent.   A review of the 
formulas for calculating quota shares, with a view to increasing the quota of developing and transition 
countries within the two institutions will also be necessary. 
 
 
Statement by Mr. Antonio Palocci filho, Minister of Finance, Brazil 18 
 
Achieving the MDGs and Related Outcomes: A Framework for Monitoring Policies and Actions  

 
We welcome the document on monitoring the policies and actions aimed at achieving the 

Millennium Development Goals and related outcomes, as well as the synthesis paper and addenda that 
focus on four specific goals; namely, education, health, HIV/AIDS, and water and sanitation. We 

 
18 On behalf of Brazil, Colombia, the Dominican Republic, Ecuador, Haiti, Panama, The Philippines, Suriname, and 

Trinidad and Tobago. 
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encourage the staff of the World Bank and the International Monetary Fund to strive to improve this 
system of regular monitoring, while increasing the focus on results evaluation.  

 
A regular report focusing on the progress made in achieving the MDGs, similar to the unifying 

role played by the IMF’s “World Economic Outlook,” could contribute both to policy formulation and to 
coordination among the various stakeholders involved in the development agenda. Such a report could 
also make a contribution towards timely shifts in orientation, whenever necessary. We recommend that 
the collaboration with other entities involved in the same task, especially the United Nations, be deepened 
and strengthened, with a clear definition of the activities and responsibilities of the World Bank and the 
International Monetary Fund, within the framework of the agenda set at Monterrey and Johannesburg.  

 
Despite uncertainties regarding the performance of the global economy, we believe that favorable 

conditions for economic and social development can be maintained. Undoubtedly, a less than favorable 
international environment presents even greater challenges to be overcome and makes the critical task of 
implementing social and economic reforms even more difficult. We must build on the political consensus 
that has been reached and on the progress recently made by developing countries in managing 
macroeconomic and social policies. Major challenges still remain, since better policies have not led to 
visible trends towards higher GDP and productivity growth rates and greater poverty reduction.  

 
The Monterrey and Johannesburg summits not only ushered in a new agenda; they also defined 

new responsibilities, including those of the Development Committee. This Committee is now responsible 
for monitoring and evaluating the progress made by both developed and developing countries in a joint 
effort to promote sustained growth with better income distribution. In order to achieve this common 
objective, the new concept of managing for results that currently guides the World Bank’s activities 
represents an important step forward in the efficient use of scarce resources. A monitoring system is a 
natural and necessary complement to the establishment of goals and results-oriented management. This 
monitoring system should keep the political consensus reached on the MDGs at the top of the agenda.  

 
The reports before us do not present an encouraging picture. The challenges set forth by the 

international community are ambitious and thus require great international cohesion and a spirit of 
partnership and cooperation between developed and developing countries, firmly rooted in a strong sense 
of responsibility. These reports, tempered by the necessary realism, underscore the magnitude of the 
challenges that lie ahead and the monumental task to be performed in the years to come. The magnitude 
of this task should serve as a source of inspiration and energy, rather than an excuse for conformism and 
inaction.  

 
It is well known that achieving the MDGs requires, from the standpoint of developing countries, 

policies that favor growth as well as social interventions that target income distribution. Allow me to 
stress that those objectives are inextricably linked: on the one hand, growth with macroeconomic balance 
is not enough; on the other hand, while recognizing the intrinsic value of equity, little poverty reduction 
can be achieved over a decade by policies exclusively dedicated to income distribution, in particular 
social policies not supported by economic growth. Consequently, in order to improve the economic and 
social indicators of developing countries, a regulatory and institutional environment conducive to private 
investments is needed – especially to investments in infrastructure – in conjunction with ongoing efforts 
to improve the quality of public expenditure. A greater relative share must go towards social 
expenditures, particularly those that target nutrition, education, and health. Greater transparency and 
control of public policy instruments are also needed, in order to enhance the efficiency of interventions 
and to legitimize the process from a political standpoint. The design of social policies is by no means 
irrelevant. The starting point must be an integrated approach, based on priorities and policy design that 
take into account the specific challenges faced by each country.  

 
Numerous differences exist among countries. Even countries that have achieved a similar level of 

development face different problems and have completely different political structures, natural resources, 
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and cultural features. Bearing this in mind, we reject any attempt to impose agendas and implement 
preconceived models.  We welcome initiatives that involve the difficult, yet necessary, exercise of 
partnership, that acknowledge national strategies, and that support those strategies not only in financial 
terms but also with analytical work and capacity building. The superiority of strategies built on dialogue 
and led by legitimate governments is beyond dispute. Even though this idea is widely accepted nowadays, 
it still has to become more firmly rooted in the daily work of the multilateral institutions.  

 
The development agenda also confers responsibilities on developed countries.  
 
The adequate coordination of the macroeconomic policies of developed countries, the soundness 

of their financial systems and of their corporations, and the creation of a climate conducive to global 
economic growth, constitute an essential framework for any social and economic development strategy.  
A stable world economy is also required in order to enhance the priority attached to the development 
agenda. 

 
It must be acknowledged that the current level of Official Development Assistance (ODA) is 

insufficient to finance the policies and actions necessary to achieve the MDGs. For this reason, we 
welcome the commitments already announced by a number of countries to increase their bilateral aid 
flows, as well as the proposal regarding innovative mechanisms aimed at the simultaneous achievement 
of increased availability of resources, a higher level of grants as part of ODA, expanded coordination of 
bilateral actions, and renewed political impetus to the MDGs. We consider it to be fundamental that such 
initiatives receive attention from all country members and that we proceed towards the construction of a 
multilateral effort dedicated to the reduction of extreme poverty, as President Lula has recently 
underscored in Davos.  Among other objectives, this multilateral effort aims at attributing the necessary 
degree of coordination among all agents involved and strengthening the capacity to face, in the most 
effective manner, the grave social problems that plague the less favored regions in the world. Also here 
we suggest that the World Bank take the leading role in this endeavor.  

 
Most of the efforts currently being made may prove insufficient if concrete actions in crucial 

areas, such as international trade, are not taken. Access to markets is essential for both low income and 
middle income countries, as set forth in the Monterrey and Johannesburg agendas. Protectionism is 
naturally complex. It involves issues related to domestic politics, mobilizes extremely vocal interest 
groups, and manifests itself in myriad forms: from tariffs to quotas; and from subsidies to sanitary 
barriers, which are not always justifiable. The lack of consensus on the procedures for discussing the 
agricultural chapter, which expired on March 31, 2003, makes it difficult to achieve progress within the 
WTO’s Doha Round framework. Large subsidies for agricultural products and the restrictions imposed on 
market access prevented conclusion of negotiations within the agreed timeframe. We urge the countries 
that are still reluctant to liberalize trade and eliminate subsidies to reassess their position in order to 
facilitate resumption of negotiations within the framework of the WTO. We note, once more, that trade 
liberalization and the elimination of subsidies, mainly in agriculture, are important objectives of most 
developing countries and one of the major commitments of the international community in setting the 
MDGs. For this reason, we encourage continuation of the work being done by the World Bank and the 
International Monetary Fund to monitor the international trade issue at the technical level. We strongly 
suggest that this monitoring be expanded to encompass all forms of protectionism and that efforts to 
communicate the impact of trade liberalization on social and economic development be continued.  

 
We also encourage efforts to create proper conditions for infrastructure and private sector 

development, allowing developing countries to take full advantage of the opportunities that will be 
created by the necessary and urgently needed liberalization of global trade.   

 
The challenges to the implementation of the MDGs are not limited to a lack of resources. Without 

a doubt, the international community must stand ready to support the countries committed to reform 
processes, especially those capable of using resources efficiently. However, it is also essential to provide 
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proper support to countries which, although still lacking a sound track record, have shown promising 
signs in the areas of public policies and governance. The results-oriented approach must not constitute 
another barrier to breaking the vicious cycle, where a lack of support leads to unsatisfactory results at the 
expense of entire populations. In countries beset by major political and economic problems, flexible 
humanitarian aid mechanisms must be mobilized and constraints must be lifted. Better results can be 
achieved by streamlining coordination and harmonization work among donors. In addition, courageous 
decisions must be taken, even if they are very risky, in a manner proportional to the great challenges 
created  by emergency situations.   

 
Against this backdrop, the World Bank’s role should be expanded. Given its technical expertise 

the World Bank must play a leadership role in the coordination efforts involving other multilateral 
agencies and bilateral donors. Low income countries would greatly benefit from the catalytic effect of the 
World Bank’s leadership.  

 
There is no doubt that improvements in collecting and analyzing statistical data are a prerequisite 

for designing effective policies and for monitoring efforts. Nevertheless, collecting and analyzing 
information on the volume, distribution, and effectiveness of aid is equally important. It is as difficult to 
obtain reliable data on some low income countries as it is to obtain precise information on the criteria that 
govern the amount and use of concessional resources from different donors.  

 
Greater attention must be paid to the quality of information used in monitoring processes. The 

international comparability and methodological soundness of collecting and processing data, as well as 
the comprehensiveness of indicators, are all prerequisites for a reliable monitoring system.  Very often, it 
is tempting to use shortcuts to measure complex issues; however, this often leads to erroneous 
conclusions, followed by negative implications in the policy formulation process.   

 
In a scenario where the Monterrey commitments seem insufficient to finance the actions 

necessary to achieve the MDGs, aid effectiveness assumes greater importance. Effectiveness may be 
optimized by more coordinated and transparent dialogue among donors, who often act in an isolated 
manner, thus squandering valuable opportunities for synergy in projects involving the same recipient  
country.    

 
Coordination among donors and the harmonization of initiatives with national policies must take 

into consideration two key aspects. First, the sovereignty of recipient countries, reflected in the inherent 
role of national institutions in determining priorities and thus the use of budgetary resources; and second, 
fiscal restrictions adopted by countries in periods of macroeconomic adjustment. These restrictions, aimed 
at deepening and strengthening the macroeconomic structure, contribute to the creation of a favorable 
climate for private-sector-led development. The World Bank must provide assistance by engaging in 
candid and mature dialogue with national leaders, by sharing successful experiences in other countries, 
and by advocating, on an ongoing basis, best practices in formulating public policies and control 
mechanisms. The World Bank must demonstrate flexibility with respect to its mechanisms for taking 
action, by adapting them to political consensus reached at the national level and to the macroeconomic 
constraints prevailing in member countries. To acknowledge the importance of fiscal adjustment and of 
macroeconomic balance to the effectiveness of social policy is a pre-requisite to keep the World Bank’s 
action aligned with its basic mandate: reducing poverty. 
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Enhancing the Voice and Participation of Developing and Transition Countries in Decision-Making at 
the World Bank and the IMF 

 
We consider the discussion of mechanisms to strengthen the representation and influence of 

developing and transition countries in the Bretton Woods institutions to be extremely timely. Given the 
nature of the issue, we believe that significant progress will depend on broad political consensus among 
member countries. However, we note that such a consensus does not yet exist.  

 
The World Bank and the International Monetary Fund are unique institutions, capable of 

accommodating universal representation of their members while preserving the attributes of efficiently-
run financial institutions, from a financial standpoint as well as the standpoint of flexibility in the 
decision-making process.  

 
We believe that the most straightforward way to strengthen the representation of developing and 

transition countries in the Bretton Woods institutions is by increasing the cumulative voting power of this 
group of countries. Two combined mechanisms should be considered: a careful change in the formulas for 
calculating quotas in the International Monetary Fund, by simplifying these formulas and giving more 
weight to GDP as the indicator of the representativeness of each country in the global economy, and an 
increase in the number of basic votes, so as to restore the situation that existed when the institutions were 
initially established.  

 
We acknowledge that an extremely protracted discussion of this issue may expose the institutions 

to criticism regarding the degree of representativeness of their governance structures and that the motives 
behind this criticism are not always pure. However, given the need for these institutions to adapt to 
changes in the relative weight of countries in the global economy and the importance of the distribution of 
quotas in determining the access of member countries to IMF resources, we believe that the structural 
aspects of this discussion must remain on the agenda.  

 
With respect to the proposals related to the functioning of the Board and the structuring of 

constituencies, we welcome the addition of new positions in a number of multi-country Chairs, approved 
by the Board last week. We also support the idea of creating a second Alternate Director for multi-country 
Chairs, especially for those that bring together a number of countries with significant engagement with 
the World Bank. We believe that this initiative may enhance the representation level in the Boards as it 
attracts more senior, highly visible personnel to the Executive Directors’ offices. Moreover, we welcome 
the discussion regarding the extension of mandates for Executive Directors, which we deem to be 
excessively short, an issue that affects the stability of the governance system of the institutions.  

 
We consider the increase in the number of Chairs in the Boards of the institutions to be 

inadequate. Such an initiative would have limited effectiveness and would jeopardize the efficient work 
of the Boards. In addition, we believe that the composition of the constituencies must be the product of a 
free decision of each member country, pursuing their best interests. Therefore, we do not see the need for 
change, since the necessary flexibility is already in place.  

 
We also see merits in several other proposals that could be implemented without further delay. It 

is important to stress, once more, that none of these measures should be adopted as substitutes for a 
revision of the quotas formula, which is aimed at enhancing the representation of developing countries as 
a whole and compensating for the current under-representation of a number of emerging economies that 
grew more than the world average in the past fifty years. 
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Statement by Mr. Felipe Pérez-Martí, Minister of Minister of Planning and Public Credit, 
República Bolivariana de Venezuela 19 
 
Achieving the MDGs and Related Outcomes: A Framework for Monitoring Policies and action. 
 

Developing Countries 
 
The primary responsibility for achieving the Millennium Development Goals (MDGs) lies 

squarely on the shoulders of the Developing Countries themselves, so the enabling of an adequate 
economic climate, plus the investing in the creation of opportunities for the people, especially the poor, 
are indeed the fundamental pillars of the plan.    

 
The primary ingredient for any major advancement of the MDGs, especially in Public Sector 

Governance —identified as “the weakest compared to other broad policy clusters”— is transparency. In 
this respect, we believe that exploiting the potential of new technologies that permit the dissemination of 
governance information in real time and at reasonable costs has the potential of deeply transforming 
current realities.  

 
In order to achieve the MDGs, we fully concur with the importance of “the empowerment of the 

poor in enhancing the effectiveness of public services for the poor” and therefore, decentralization is a 
must. In particular, it is important to ensure that new centralization agents —that may perhaps be less 
qualified or less informed than current ones— do not sequester the new decision hubs created. 

 
The fact that “public spending allocations (on public services) still disproportionately benefit 

higher-income groups” —as evidenced by empirical data— makes it clear that general fiscal reforms need 
to take more consideration of income distribution than of collection expediency, as has lately been the 
standard. 

 
We agree that “the private sector regulatory and institutional environment also determines the 

attractiveness of a country to foreign investments”, in all their forms. Given that many of the financial 
regulations currently developed are to be applied in a global context, there is also much need to assure 
their appropriateness  to  country-specific conditions.  
 

Developed Countries 
 
Notwithstanding the Developing Countries’ own responsibility, the economic significance of the 

Developed Countries makes their full cooperation almost a must. In this respect it is anguishing to 
observe the lack of progress in the three major areas were the Developed World had explicit or implicitly 
committed to contribute to the MDGs.  

 
In economic growth, the fuel for the process, years 2001 and 2002 already registered a sharp 

slowdown and the short and medium term future are not very clear, to say the least.  
 
In trade, the engine of growth, where according to World Bank analysis “full liberalization of 

trade could lift an additional 320 million people in developing countries out of poverty by 2015, reducing 
poverty by about 14 percent of what it otherwise might be”, the wording in the background paper that “a 
successful conclusion to the round from a development perspective is not all assured” does not inspire 
much hope and stands in strong contrast with the “encouraging progress in developing countries on trade 
policy reform over the past decade”. 

 
19 Representing Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain, República Bolivariana 

de Venezuela. 
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In aid, the most direct and simple way of distributing resources for achieving the MDGs, the 

ODA flows have declined both in absolute and relative terms and new announcements of increases, even 
if fulfilled, would fall “still well short of the US$50 billion or more in additional assistance that is 
estimated to be needed as part of the global partnership to achieve the MDGs”. 

 
The improvement of the management and effectiveness of aid has certainly to be a continuous 

effort, not only because resources could be wasted but, worse, severe damages could be caused by 
inappropriate aid. 

 
Given that worker remittances are now the second largest-source, behind FDI, of private external 

funding for developing countries, we support all efforts by BWI to analyze and develop this particular 
issue to its full length. In fact, as freedom of labor migration is just the other side of the freedom of capital 
movements issue, if the world is going to have a chance to optimize the labor-capital mix so as to support 
the sustainability of the MDGs, the positive and negative effects of both flows should be given equal 
importance. 

  
Monitoring 
 
As for monitoring the MDGs achievements, what is presented is “a conceptual framework 

underlying the proposed monitoring framework” and, although there are currently a lot of indicators and 
sources for information on the different policy areas, it is too early to conclude on their effectiveness. It is 
clear that the challenge of monitoring the MDGs is formidable, especially as it would also have to include 
the monitoring of their sustainability, even after 2015. 

 
We agree that in the environmental framework more information and transparency are required, 

as “there are not any global databases of other energy products (electricity, coal), or water pricing “ and  
“information on other relevant policies (agricultural subsidies, resource rent capture, etc.) is also 
extremely scattered”.  

 
Progress Report and Critical Next Steps in Scaling Up  
  
We believe that the message contained in “To be effective in building local capacities, however, a 

long term perspective and focus on national, local authority, and community level is essential rather than 
building capacity in projectized enclaves” contains one of the key elements in reaching the true 
governance needed for scaling up. No matter how much growth or aid, the only possibility of reaching the 
MDGs, especially in a sustainable form, rests in being able to establish a real and effective connection 
with the natural communities, so as to avoid that the process gets sequestered. 

 
In this respect, we perceive the fact that “institutional capacity to collect administrative data and 

conduct surveys is often weak and local accountability mechanisms which obtain feedback from 
communities or users of services are also weak” gives a clear indication as to the directions where the 
efforts should be directed. 

 
We are somewhat skeptical about initiatives based on discounting future commitments, as that 

could be viewed as preempting future aid flows. We feel that a better route is that of assuring long term-
term commitments for recurrent and capital costs, for instance, as envisioned in relation to health and 
education spending. Long-term commitments could also be used in developing effective real and down to 
earth community connection, as in the case of education and parent associations. 

 
Enhancing the Voice and Participation of Developing and Transition Countries in Decision-Making at 
the World Bank and IMF. 
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The technical note by Bank/Fund Staff for the Development Committee clearly lays out most of 
the issues and it is comforting to note that the Boards of the two institutions have already begun to 
address all those short-term staffing and technological issues that should help current voices operate more 
efficiently, something that perhaps may have somewhat clouded the issue of true voice and participation 
enhancement. In this respect, we urge the Boards of Governors to analyze and take immediate action to 
add Advisors or Assistants to the Executive Directors’ Offices of large constituencies, obviously 
exercising prudence. 

 
Nonetheless, and given the fact that many offices do have mixed constituencies —both developed 

and developing countries, which in many senses might even help to assure the voice of some developing 
countries— it is important that the issue of voice does not create unnatural barriers between the existing 
groups, defining the whole issue more as the right of any dissenting voice of being heard. 

 
We support the idea presented under the heading of Providing developing countries’ chairs with 

technical and research support, once again, not because these chairs have a special right, but simply 
because they do not have the same possibilities for assistance as developed countries do. Clearly, when in 
need, any constituencies should have equal right to access this support. 

 
We acknowledge that broader ideas have been advanced, such as the ones related to quotas and 

capital subscriptions, that will enhance voice and participation and we encourage a prompt discussion of 
these matters. 

 
We believe that the decentralization recently carried out by the Bank will in fact enhance the 

Voice of many developing countries, especially those who will host major departments. This route should 
be further explored once the initial organizational implications have been duly digested. 

 
We wish to make a very special comment about diversity, as it is the fundamental building block 

of the whole issue of voices and, somewhat, it seems to have been left out of the document. Not only is it 
fundamental to assure access of diversity to the BWI, but also —and more importantly— these 
institutions must allow and foster diversity of opinions. In most cases, a forced creation of consensus does 
not benefit anyone, whether it is a developed or a developing country. 

 
Finally, convinced that the Bank shares with us the need for a global effort if the World is to have 

a better tomorrow, we want to stress again that helping all its voices being heard should be the foremost 
responsibility of any multilateral organization. 

 
 
Statement by Mr. Abdulla Hassan Saif, Minister of Finance and National Economy, Kingdom 
of Bahrain 
 

We meet at a time when the world economy is facing new strains, clouding the prospects for 
accelerated growth and poverty reduction for many countries in the developing world. As we see from the 
Bank's analysis, the war in Iraq has introduced yet a new drag on an already anemic and uneven recovery 
of the world economy, leading to the downscaling of growth projections that we have seen some months 
ago and accentuating uncertainties for trade and capital flows. 

 
Under such circumstances, additional policy action by the international community might be 

required. We urge our two institutions to be prepared to assist, as appropriate, in preparing regional and 
country-level plans. Resources will need to be mobilized to respond to the new challenges, and alleviate 
the global risks that might impede growth and poverty reduction. 

 
This brings me to the core issue for this meeting: how best to achieve the Millennium 

Development Goals of poverty reduction and social progress. In this regard, we hope that our meeting 
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will reaffirm once again, in tangible terms, our commitment to the Monterrey consensus, as well as our 
support for the conclusions reached in Johannesburg and Doha. This is particularly important as there is 
now a risk that the momentum will be lost in the current environment of weak performance of the global 
economy and of geopolitical uncertainties. 

 
The specific proposals presented to us should provide a sound basis for future progress. The first 

step in this direction is to put in place a framework for monitoring policies and actions for MDG 
implementation. I have the following remarks on this and the other issues on our agenda for today: 

 
Achieving the MDGs and Related Outcomes, and Progress Reports 

 
We fully endorse the proposed regular reporting to the Development Committee on actions under 

Fund and Bank mandates and welcome the opportunity presented by the document before us on tracking 
the implementation and ensuring accountability of major partners: developing and developed countries, as 
well as international financial institutions. As we have indicated on a previous occasion, the Development 
Committee is well suited to play a focal role in the monitoring of MDG implementation in view of its 
global representation, its developmental mandate and the highly professional expertise of its two 
institutions. We would therefore agree that discussion of this item could be an important feature of our 
future meetings and look forward to the first such discussion next September. 

 
We endorse the proposed framework for monitoring which has been designed in consultation 

with other international institutions and which should be developed and improved in the light of 
experience. We particularly commend the agreed divisions of labor with the UN, which will take the lead 
on monitoring progress in achieving the MDGs; while the Bank and Fund will assume the lead in 
monitoring policies and actions needed to achieve the MDGs. We also expect that other institutions will 
participate in the monitoring process in those areas where they have comparative advantage. 

 
On specific features of the monitoring process, we hope that efforts will be made to ensure that 

the process will not evolve into a complex and cumbersome one, and that resources will be made 
available to help provide countries with adequate institutional capacity to generate the data and statistical 
information required for monitoring. We also note that, in monitoring developing country performance, 
extensive reliance will be placed on the current methodology of Country Policy and Institutional 
Assessment, and we hope that this process will b e improved t o ensure more transparency and provide 
adequate opportunity for client countries to participate actively in the process. 

 
It is appreciated that the proposals presented to us were not confined to the methodology of 

monitoring but included a set of priorities for action by developing and developed countries, and by 
international financial institutions. The suggested priorities are broadly sound for the developing 
countries: they are based on creating an environment for growth and investing in people, which the 
Monterrey Consensus regarded as the two drivers of development and poverty reduction. The specific 
actions that need to be particularly monitored are appropriately focused on promoting the private sector, 
improving public sector governance and human development, with additional attention to middle-income 
countries in respect of reducing the risk of financial crisis. 

 
For developed countries, the obvious areas to be monitored - which evidently need substantially 

more effort - are development assistance and market access. We note that the priorities for international 
financial institutions are basically those already being undertaken or planned; and we point out the need to 
pay more attention to the performance of these institutions in the transfer of financial resources, especially 
at this juncture, with falling capital flows and poor levels of development assistance giving rise to a large 
funding gap in reaching the MDG targets. 

 
The funding gap is clearly manifested in the well prepared analysis we have in the progress 

reports on the individual sectors of education, health, HIV/AIDS, water and sanitation. The achievement 
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of targets in these key areas certainly requires extraordinary effort by both developing countries and the 
donor community, and much depends on faster growth and better governance. We also share the views 
that increased support should be based on sound country programs, and that support should be in the right 
form and applying appropriate modalities, including possible coverage of recurrent costs, and more 
simplified and harmonized donor country procedures. 

 
It nevertheless appears from the analysis that the estimated direct cost of reaching the MDG 

targets in these sectors includes an incremental official developmental assistance requirement of US$20-
39 billion annually. It is also indicated that developing countries are quite capable of effectively absorbing 
these resources, as many countries have made advances in policy and have implemented institutional 
changes which render them better able to absorb such increased levels of ODA without distorting 
macroeconomic parameters. It thus remains to be seen whether the donor community is prepared to 
mobilize the necessary resources. We attach considerable importance to addressing this critical issue 
since, if such a large funding gap remains, then the obvious alternative would be that the MDG targets 
would have to be scaled-down. 

 
In any event, we wish to draw attention again to the urgency of trade relief, alongside increased 

aid and debt relief, and note the importance also ascribed to trade relief in the analysis, with its 
compelling illustrations of the impact of reducing trade discrimination on poverty reduction. 

 
The most valuable lesson to date is that, as demonstrated in the excellent performance in 

implementing the EFA Fast Track Initiative, the Bank can make a difference quickly when given a 
specific, demanding objective in which it has comparative advantage. This experience may lend itself to 
comparable action in expediting progress on health issues. 

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
As indicated in the Monterrey Consensus, enhancing the voice and participation of developing 

and transition countries in the decision making processes of the Bank and the Fund strengthens the 
international dialogue and work of those institutions as they address the development needs and concerns 
of these countries. That was seen as part of the large objective of broadening and strengthening of these 
countries' participation in the international decision making process and helping them to build their 
capacity to participate effectively in multilateral fora. 

 
To this end, we appreciate the discussions that have been undertaken by the Executive Directors 

and at the London meeting of Deputies, as well as the contributions of our colleagues, the UK and South 
African ministers. What seems clear from these deliberations is that there are enhancements of capacity, 
to strengthen the voice and participation of developing and transition country representatives at the 
Boards of the Bank and the Fund, that can be effected by the two Boards: we should encourage them to 
do so. 

 
What needs deliberation by ministers are the more fundamental proposals that require political 

consensus, particularly the issue of voting balance. We should certainly take a hard look at the current 
voting criteria, established more than half a century ago, in the light of the present highly interconnected 
world economies, where much depends on cooperation and participation, and where the broadest possible 
ownership of decisions plays a critical part in the smooth functioning of the global system. We therefore 
welcome the UK suggestion to take up such structural issues at our September meeting on the basis of 
work that would set clear policy options for progress on the medium and long-term process. We are 
interested to know more about the consultative group that might undertake this task, as suggested by the 
UK. 

 
We also wish to underscore an issue, mentioned in the documentation before us, which needs 

further deliberation: that is, the decision making process governing the use of IDA resources. As is well 
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known, IDA is the main source of concessional assistance to many low income countries, committing 
around US$7 billion a year, and yet the borrowing countries have little, if any, say on the modalities 
applied in, and the conditionality of, extending these resources. While the recent measures to allow 
limited attendance of borrowing countries in IDA Deputies' meetings are welcome, they are far from 
adequate. There is a need to review the decision making process of IDA, with a view to enhancing the 
voice of borrowing countries and the Board as a whole - in line with the governance structure of the 
Association. 

 
Other Business 

 
We appreciate the progress reports on a number of specific issues in the President's Note and we 

wish to refer to one area of particular importance to many poorer countries: the implementation of the 
HIPC debt initiative. In this regard we welcome the progress that has been made so far in the 
implementation of the HIPC initiative. This achievement should allow the HIPC countries to allocate 
more resources for reducing poverty, the real objective behind the debt relief. We urge the Bank and the 
Fund to exert every effort to help the remaining HIPC countries reach the completion point. 

 
Many challenges however, remain. Fewer countries than expected have reached their completion 

points, and many indebted countries, particularly those conflict-affected, have not been considered. The 
slowdown in the global economy, the decline in commodity prices, and other external conditions have led 
to the deterioration of the external debt indicators and have affected the debt sustainability prospects of 
many HIPC countries. It is therefore important to approach the remaining HIPC cases with due flexibility 
within the framework of the Initiative to assist in decreasing and sustaining the debt burdens of these 
countries. 

 
The full participation of all creditors is a very important ingredient in bringing this initiative to a 

successful conclusion. The bilateral donors and regional development institutions in our region have 
continued to participate in the initiative. Libya was the most recent bilateral donor that has agreed to 
become a full participant. The participation of other regional development institutions is being undertaken 
in a manner that is consistent with their legal obligations and without impairing their financial integrity or 
impeding their ability to continue extending development assistance to other poor client countries. 
 
 
Statement by Mr. Masajuro Shiokawa, Minister of Finance, Japan 
 

First of all, I would like to report to the Committee that, prior to this meeting, the Government of 
Japan obtained parliamentary approval for its subscription for the thirteenth replenishment of the 
International Development Association (IDA), and deposited its Instrument of Commitment for IDA13. It 
is a great pleasure that Japan’s deposit of its instrument of commitment has triggered effectiveness of the 
replenishment. I believe that the effectiveness of the IDA13 is among the most significant actions taken 
recently by the developed countries for achieving the Millennium Development Goals (MDGs), which is 
one of the items on the agenda of this meeting.  

 
Achieving the MDGs and Related Outcomes 

 
I welcome this opportunity to discuss a framework for monitoring policies and actions needed to 

achieve the MDGs and related outcomes, as agreed upon at the last meeting of the Development 
Committee. It is very important to identify and regularly monitor policies and actions necessary for the 
progress toward the MDGs and other development goals. We hope that the World Bank, the IMF and 
regional development banks, in cooperation with other international organizations, will play leading roles 
in this exercise based on their comparative advantages. 

 
To ensure the exercise will be truly effective, the following three points must be noted: 
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First, I would like to emphasize that we should not overlook the importance of sustainable 

economic growth in developing countries in achieving the MDGs. It is virtually impossible to achieve 
these goals by focusing support only on areas related to social service delivery, such as education and 
health. The key to making sustainable progress in the medium term toward the MDGs is to generate a 
self-sustaining cycle: the income level of the poor rises, allowing them to make necessary human-capital 
investments, and further expanding their income opportunities. To realize such a cycle, it is necessary to 
sustain broad-based economic growth that will benefit poor people. 

 
Infrastructure investments, private sector development, and improvement in governance and 

institutional capacity play crucial roles in attaining sustainable economic growth. Therefore, it is 
imperative to monitor policies and actions in these growth-inducing areas. In this sense, we commend the 
monitoring framework presented for this meeting, as it places emphasis on the central role of economic 
growth in achieving the MDGs and related outcomes. We call on the World Bank to reflect the idea of 
prioritizing sustainable economic growth for achieving MDGs on its operations through Country 
Assistance Strategies (CASs), allocation of budget and human resources, and staff incentives. 

 
Secondly, in identifying and implementing policies and actions needed to achieve the MDGs and 

related outcomes, it is essential to adopt a country-specific approach in which country-owned 
development strategies, including Poverty Reduction Strategy Papers (PRSPs), play a central role. In 
other words, it is important to set national development goals in country development strategies by 
localizing the MDGs in the context of country-specific conditions, and then to identify and implement 
policies and actions needed to accomplish these localized goals. In this regard, while staff papers 
highlight case studies in four specific areas related to social service delivery –– primary education, health, 
HIV/AIDS, and water and sanitation –– such a sector focus approach should be taken only as 
supplementary to the country-specific approach. 

 
Thirdly, in considering the role of development assistance in achieving the MDGs, I must stress 

that simply increasing the volume of aid regardless of absorptive capacities in the recipient countries will 
not work. For truly effective use of aid, it is essential that good policy and institutional environments be 
established in the recipient countries. In this regard, it is useful to make reference to the results of the 
Bank’s Country Policy and Institutional Assessment (CPIA), as mentioned in the staff paper for this 
meeting, and we would like to see further improvements and increased transparency of the CPIA exercise. 
On the other hand, improvement in public expenditure management has been one of the major challenges 
in building capacity in the public sector in developing countries. We call on the World Bank and IMF to 
cooperate and continue their support in this regard. 

 
Furthermore, we must bear in mind that mobilization of both domestic resources and foreign 

private capital plays a vital role in realizing sustainable economic development driven by the private 
sector. Aid must play a catalytic role to promote effective use of these non-aid resources. In this 
connection, the 3rd World Water Forum and Ministerial Conference held in Japan last month called for 
efficient and effective use of all financial resources, including domestic and private ones, as well as the 
importance of governance and capacity building. Japan has considerable experience in such areas as river 
management, water quality control, and water supply and sanitation systems. We also have advanced 
technologies in seawater desalination and wastewater management. Japan has provided official 
development assistance of as much as US$1 billion annually in water supply and sanitation. This volume 
accounts for about one third of the world’s total ODA in these areas. We will continue to contribute to 
international efforts to address global water issues with our experience and advanced technologies. 

 
Another important means to increase aid efficiency is harmonization of aid procedures among 

donors and international organizations. In promoting harmonization, due consideration for country 
ownership, a country-specific approach, and diversity of aid modality is essential. In light of the outcomes 
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of the High-Level Forum on Harmonization held in Rome last February, it is important to monitor the 
progress to this end. 

 
I would like to conclude my remarks on this agenda item by introducing two specific actions our 

Government has taken recently for helping achieve the MDGs. 
 
The first one is related to debt problems of developing countries –– a major challenge that needs 

to be addressed for achieving the MDGs. Japan has been engaged in the Enhanced HIPC Initiative as the 
largest bilateral creditor, accounting for about one fourth of the total bilateral contribution of the G7 
countries. Previously, Japan’s debt relief for HIPCs and other internationally-agreed eligible countries has 
been implemented through providing debt-relief grants in return for receiving debt repayments. Under the 
new method, debt relief is provided, on condition of meeting specific criteria such as HIPC completion 
points, directly through cancellation of relevant ODA loans owed to the Japan Bank for International 
Cooperation, and this change becomes effective this April. I hope this change will reduce the 
administrative burden of developing countries, and lead to earlier resolution of debt problems, thus 
promoting poverty reduction. 

 
The second is a trade-related measure. For achieving the MDGs, it is essential to make further 

efforts to improve market access for products originating from Least Developed Countries (LDCs) in 
accordance with the WTO Ministerial Declaration in Doha. In the “Koizumi Initiative” announced at the 
World Summit on Sustainable Development (WSSD) in Johannesburg last August, Japan announced its 
intention to make efforts toward the objective of duty-free and quota-free market access for all LDC 
products. The measure taken this April adds another 198 items on the list of duty-free and quota-free LDC 
products, increasing the proportion of duty-free and quota-free products in total Japan’s imports from 
LDCs from 83 percent to 93 percent. 

 
Enhancing the Voice and Participation of Developing and Transition Countries 

 
Without country ownership of the Bank and Fund programs, successful implementation of the 

programs and effective promotion of economic development and poverty reduction would be unsecured. 
Therefore, it is important for the Bank and the Fund to be more attentive to the voice of developing 
countries. On the other hand, one should bear in mind that a voting mechanism based on relative positions 
in the global economy has played a crucial role in ensuring effective management at both institutions. In 
this regard, I would like to emphasize the significance of the good tradition the Boards of Executive 
Directors at both institutions have cultivated –– on most occasions in practice, the Boards have been 
managed on a consensus basis in spite of their contribution-based voting mechanisms. 

 
Some options presented in the staff note, such as possible increase in the basic votes and 

extensive use of special majorities, require amendment of the Articles of Agreements, and do not seem 
very attractive. Likewise, options to increase the numbers of the Development Committee members or 
Executive Directors do not seem desirable, as the benefit of efficient and effective decision-making would 
be sacrificed. 

 
Instead, supposing the current number of Executive Directors remains unchanged, measures 

intended to promote more effective functioning of each constituency should deserve due consideration. 
[From this point of view, we can support an increase, to an certain extent, in the number of advisors and 
assistants assigned to the African constituencies with large number of countries.] We can also support 
options to facilitate improved communications between Executive Director offices and their respective 
capitals, while taking account of their cost-effectiveness. 

 
In addition to these options, there are alternative ways at the country operation level to enhance 

the voice of developing countries. Strengthening ownership of developing countries through a 
participatory process in formulating PRSPs, or deepened engagement of developing countries in 
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formulating CASs should contribute directly to enhancing the voice of developing countries in the Bank 
and Fund programs. Decentralized country offices of the World Bank can also play an important role in 
reflecting voices on the ground on its programs. 
 
 

Statement by Ms. Clare Short, Secretary of State for International Development and 
Mr. Gordon Brown, Chancellor of the Exchequer, United Kingdom 
 

The Development Committee meets at a difficult and critical time for development, as a weaker 
than expected global recovery and political and economic uncertainties continue to impact on the outlook 
for sustainable growth and poverty reduction in developing countries.  Against this background, the need 
for progress in combating global poverty and achieving the Millennium Development Goals becomes all 
the more urgent.  

 
The Millennium Assembly, the Doha trade round, the Financing for Development conference in 

Monterrey, and the Johannesburg Summit on Sustainable Development together set out an agreed road 
map for how we can make this world a more just, and safer, place.  Two years on, we have seen some 
progress, but much remains to be done. 

 
As Governors of the World Bank and IMF, we have an essential role to play in delivering on the 

commitments we made at these international summits, both through our own institutions, partnerships 
with others and work through the multilateral system.   The Development Committee’s agenda this Spring 
has a specific focus on how we measure our progress, and – more importantly –how we can increase it.  
This is an opportunity to improve our effectiveness.   

 
Monitoring Framework for Achieving the MDGs 
 

In line with the wider international community, the focus of the World Bank’s work must remain 
on delivery of the Millennium Development Goals (MDGs).  We therefore welcome the World Bank’s 
proposed framework for monitoring policies and actions to achieve the MDGs, and its commitment to 
collaborating with other agencies on this work.  In particular, we welcome the role of the MDG 
framework in reinforcing mutual accountability against Monterrey commitments.  Nevertheless, it will be 
important to ensure that the framework’s emphasis on policies and inputs does not detract from the 
overall objective of achieving the MDGs.  We must also ensure that there is broad ownership of the 
framework, and that it is built around robust and transparent methodologies which are widely owned. 

 
The UK agrees that regular reporting against this framework should be central to the agenda of 

future meetings of the Development Committee.  However, Development Committee discussions should 
also be used to accelerate progress.  We therefore look forward to an action-orientated discussion, which 
will focus on identifying where progress can be driven forward and where there are particular weaknesses 
in progress to date, with a focus on specific opportunities to address these weaknesses. 

 
Financing the MDGs 
 

We must also continue to focus on ensuring additional finance for the MDGs. The best available 
estimates suggest that meeting the Goals by 2015 requires at least an additional US$50 billion a year in 
development assistance. There is an urgent need to address this financing challenge and that is why the 
UK has proposed an International Finance Facility (IFF). The IFF would, in return for developing 
countries pursuing strong and effective poverty reduction strategies, seek to raise development aid from 
its current level of US$50 billion a year to US$100 billion a year up to 2015 - the sums needed to meet 
our goals.  We will continue to focus on the financing of the MDGs with a view to making progress by 
the time of the Evian Summit. 
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Sectoral Priorities 
 

One area where particular progress is needed is in scaling up international efforts to achieve key 
MDGs in health, education, and water and sanitation.  It is clear that additional resources are needed to 
meet these MDGs but these need to be additional resources and not a reallocation of existing funds.  The 
UK has proposed a new International Finance Facility designed to raise the finance needed to meet the 
MDGs.  The UK will substantially increase its transfers of assistance in support of the goals but we are 
concerned to do so in the most effective way.  We believe that our partners in developing countries need 
to set their own priorities for achieving these goals through national budgetary and planning processes, 
including PRSPs.  When this is done – and where fiduciary tests are met – we are happy to support such 
plans in the a flexible and long-term manner.  We believe donors should give high priority to assisting 
with these plans and to supporting lesson-learning and the spread of good practice.  We are concerned 
about the simplistic view that sector-based vertical initiatives are the best way to progress, since these are 
likely to cut across countries’ own priority setting and ownership.  At worst, they can set up a 
dysfunctional process that requires countries with limited capacity to write additional proposals for 
funding and account separately for funding thus increasing transaction costs and undermining 
effectiveness and accountability. 

 
Taking the three sectors in turn, the UK has had concerns that the Education Fast Track Initiative 

was precisely producing such results.  We are pleased that it has now been made clear that instead of 
asking developing countries to write new proposals, the Initiative should focus on helping them to work 
up or implement sound sector plans within the framework of PRSPs.  This will encourage donors to 
harmonize and simplify their support for these plans, and help us all deliver on our collective pledge at 
Dakar three years ago that no sound plans for Education for All would be left unfunded.  It is also 
important to face the reality that the major obstacle to progress is lack of commitment to sound plans for 
Education for All in the countries with large numbers of children out of school.   

 
In the health sector, we are working with the World Bank and CIDA to help mobilize a greater 

effort.  In May, there will be a high-level meeting to agree principles for taking forward a harmonization-
based agenda for accelerating progress towards the health MDGs.  This agenda will address actions at 
global, regional and country levels - and will place the overall focus on primacy of country leadership and 
the PRS process.  

 
With regards to water and sanitation, it will be important to build stronger partnerships between 

public and private sector to establish good regulatory arrangements, commitment to equity and tap the 
investment potential and increased capacity the private sector can provide.  We urge the international 
community to do more to make use of this resource, whilst emphasising that it is up to developing country 
governments to determine the best balance between private and public sector engagement and assess the 
institutional and regulatory environment necessary to ensure quality of delivery.  
 
Voice and Participation 
 

Financing for Development in Monterrey established a compact between developing and 
developed countries.  A clear element of that compact was the need for the IMF and World Bank to 
“continue to enhance the participation of all developing countries and countries with economies in 
transition in their decision-making, and thereby to strengthen the international dialogue and the work of 
those institutions as they address the development needs and concerns of these countries”.  This sentiment 
was echoed in the Johannesburg Plan of Action.   

 
We all have a role to play: shareholders; the BWIs; and developing and transition country 

partners.  Enhancing “Voice” is not only an important step in our partnership with developing and 
transition countries, but it also makes a strong contribution to increasing the effectiveness of the 
development effort. The UN Human Development Report 2002 highlighted the need for international 
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institutions to be made more effective and accountable to their stakeholders.  Developing and transition 
countries constitute the overwhelming majority of IMF and World Bank membership and are deeply 
affected by their decisions.  Yet their ability to influence these decisions is limited.  Therefore, the 
international community has a clear mandate, interest, and responsibility to take action on this issue.  

 
There has been considerable debate on these questions since the last Annual Meetings, and we 

welcome the recent World Bank/IMF staff work on Voice which has contributed to this debate.  Clear 
practical steps are now required on three levels: shorter-term capacity-building assistance for the most 
over-stretched Executive Directors and constituencies; medium-term institutional change; and longer-
term change around the more challenging structural issues.  We would like to see the agreement of a 
package to deal with short-term capacity support at the Spring Meetings.  This has been considered by the 
Boards of the World Bank and the IMF, and we look forward to immediate progress.  There has also been 
discussion of a multi-donor Fund to support the analytical capacity of IDA-eligible delegations, which we 
will seek to establish shortly after these Meetings.  But this is only the first step. To achieve our goal, we 
must also consider the tough institutional and structural issues to enhance “Voice”.   

 
Within the BWIs, the process of change to enhance transparency and dialogue must continue.  

The existing Quota Review process in the IMF provides a context in which shareholders can approach 
these issues, with for example consideration of increasing the basic vote, to take forward the voice 
agenda.  We would also support the establishment of a temporary consultative group focused on 
enhancing “Voice”, tasked with setting out clear policy options for the medium to longer-term process of 
change.   

 
Country Policies and Strategies 
 

If developing country reforms and poverty reduction strategies are to be effectively implemented, 
it is essential that developing country governments themselves are in the lead and are properly 
accountable to their people.  In recognizing the central importance of country ownership, the Poverty 
Reduction Strategy (PRS) process has represented a fundamental shift in our approach to development, 
and we welcome the progress made by a wide range of countries in developing PRSPs with support from 
the World Bank and other donors.  We also strongly encourage middle-income countries to develop a 
similar nationally-owned strategy to address poverty.  However the PRS process will be fully effective 
only if donors act on their commitments, and align their own and programs behind poverty reduction 
strategies.   

 
The World Bank’s new results-based Country Assistance Strategy (CAS) is a useful move 

towards operationalizing alignment with PRSs, and we encourage other donors to follow their example.  
However, we are concerned that the results/indicators frameworks included in early results-based CASs 
are excessively complex.  These impose excessive burdens on monitoring for both the World Bank and 
developing countries.  They also risk diluting the key benefit of the results framework, which is to change 
World Bank incentives and reporting to strengthen the focus on results during implementation. 

 
Progress on development of Poverty and Social Impact Analysis (PSIA) has been encouraging 

over the past year.  Both the IMF and the World Bank have a due diligence requirement to undertake 
PSIA of key reforms, and pilot PSIA undertaken by DFID and the World Bank in 12 countries.  At 
present, PSIA is not routinely carried out for major reforms in World Bank and IMF programs, although 
the Bank intends to set out plans for PSIA it will support in its CAS, including PSIA of IMF-supported 
reforms.  The World Bank and the IMF should work with country governments and other stakeholders to 
develop a matrix of planned reforms requiring PSIA, identify a lead agency (not necessarily themselves), 
establish a timeframe, and agree a process of dialogue with stakeholders on reform design.   

 
We also welcome the recent Bank/Fund report on Collaboration in Public Expenditure 

Management (PEM). This report provides a good basis for progress in PEM, proposing a new framework 
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based on country strategies to improve PEM, supported by streamlined and harmonized Bank/Fund work, 
with routine assessment of progress. It will be important over the following months for staff to develop a 
clear work plan to deliver accelerated progress across low-income countries in this area, including 
agreeing support to country strategies, building country capacity, and developing an appropriate 
assessment framework, ideally built on an expanded HIPC tracking approach. 

 
We support the high priority that the World Bank is giving to the issue of Low Income Countries 

Under Stress (LICUS).  This is the area where the whole international development system is weakest.  
We know how to work where reforms are taking place, but we are not strong in assisting countries to 
achieve the MDGs where governance is failing.  This is important because over 500 million people live in 
countries with poor performing governments: if we cannot begin to address their situation, we will not 
achieve the MDGs.  The UK will continue to work closely with the LICUS Unit in the World Bank, as 
well as the newly established Learning Group in the DAC, to pilot new approaches, to understand what 
works, and to meet this difficult challenge for the development community. 

 
Aid Volumes and Aid Effectiveness 
 

Effective strategies should be supported by effective aid.  This, in turn, requires significant 
increases in both the volume and efficiency of development assistance.  The UK’s own aid budget will be 
increased from £3.4 billion in 2002/03 to £4.6 billion in 2005/06; and last year we made our largest ever 
contribution to IDA, committing £900 million over three years.  We urge our partners to make 
commitments to increasing their aid, and to match or exceed the EU pledge to increase development 
assistance to an average of 0.39 pecent by 2006.   

 
And these additional resources will need to be made to work for the benefit of the poor.  

Experience has shown that public and donor resources are  most effectively and efficiently used in 
countries with sound policies, institutions and governance.  We remain committed to supporting low 
income countries improve public expenditure management  and reiterate our belief that aid should be 
focused on where there are large numbers of poor people and in backing reform.  Increased effectiveness 
also involves giving developing countries committed to reform greater freedom to use their resources 
efficiently, and to plan ahead.  The UK has untied all development assistance, and is increasingly 
providing long-term budget support to back up PRS plans.  We urge other donors to join us in these 
moves, and also to increase their financing of recurrent costs and provision of long-term commitments.   

 
Harmonization of donor practices will be another key component in securing the gains in aid 

effectiveness needed to deliver the commitment made at Monterrey.  We welcome the active engagement 
of the World Bank in the good practice work endorsed in February 2003 by the High Level Forum in 
Rome.  It is essential to build on this work and give effect to the commitments made in the Rome 
Declaration, in particular through the rapid and wide implementation of the good practice standards on 
harmonization.  We look to the World Bank and Regional Development Banks (RDBs) to play their full 
part in this implementation, and in the monitoring and reporting processes now being developed.  We 
welcome clear recent evidence of the World Bank’s willingness to do so, in particular its active and on-
going engagement with the RDBs in furthering harmonization of procedures; its recent easing of 
constraints to pooled funding; and its modification of audit policies to reduce burdens on partners.   

 
Harmonization initiatives taken by the World Bank in partner countries are also welcome.  It will 

be important for the World Bank to ensure that these are coherent with initiatives already under way, and 
respect the primacy of partner governments in leading aid co-ordination and harmonization.  The UK 
experience of the Harmonization in Practice initiative in Zambia has been positive in this regard, with the 
World Bank supportive of the lead taken by the Government of the Republic of Zambia, together with 
seven bilateral donors, to improve aid effectiveness through harmonization of procedures and improved 
donor co-ordination. 
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The UK strongly supports the increased emphasis in the World Bank on results-based 
management (RBM), and particularly the shift in focus from measuring project and program performance 
to measuring overall effectiveness country by country through the CAS.  It is important to ensure that in 
our approach to RBM we are focusing on managing “for” rather than “by” results.  Managing for results 
is forward looking, focusing on what needs to be achieved and using information on progress intelligently 
to assess what more can be done to achieve these results.  Managing by results, on the other hand, is 
backward looking, rewarding past performance without necessarily analyzing the factors underlying 
performance. 

 
We agree that there needs to be a step change in international efforts to support the development 

of country level capacity to manage for results, including through adequate investment in the statistical 
capacity of developing countries.  We also support the development of a core set of indicators to measure 
progress against the MDGs, providing that these are not used to impose specific country level targets, or 
policy choices on how to achieve MDG outcomes.  We also welcome moves towards mutual 
accountability between developing and donor countries.  However, it is essential that this process is not 
used to impose non-MDG indicators on individual countries, either in the context of the PRS or as part of 
a donor monitoring framework.  We must also ensure that World Bank corporate targets are built up from 
individual PRSs, rather than being imposed from above.   

 
Trade 

 
Sustainable poverty reduction requires more than development assistance.  The Monterrey 

Consensus highlighted the importance of coherence in our policies to developing countries, and nowhere 
is this more pressing than with  regard to trade.  Increased trading opportunities for developing countries, 
particularly for agricultural products, are essential for economic growth; and the current economic 
uncertainty and the slow down in the global economy make a successful Doha Trade Round even more of 
an imperative.  We urge the international community to provide the necessary political leadership to 
realize the bold Development Agenda on which we have all agreed. 

 
We are very gratified to see the importance that the World Bank and the IMF now attach to trade 

issues, and we welcome this development.  In particular, the coverage of trade in Poverty Reduction 
Strategies needs to be expanded to ensure that country-owned PRSP and CAS lending programs support 
the trade objectives of developing countries.  Expanded coverage should also look at the likely poverty 
impacts of trade liberalization, and the complementary policies that are required to maximize the benefits 
from trade reforms. 

 
HIPC 

 
The last year has seen some important developments in HIPC, notably in the area of HIPC 

financing, where some US$850m in donor contributions to the HIPC Trust Fund has been pledged.  But 
progress in implementation has been disappointingly slow, with conflict continuing to be a major cause of 
delays in countries reaching to Decision Point. 

 
A number of challenges remain if we are to ensure the success of the HIPC Initiative.  First, we 

must change the methodology for topping up at Completion Point, to ensure that the calculation of 
topping up should exclude additional bilateral voluntary debt relief, to ensure fairer burden sharing among 
creditors and provide truly additional relief to HIPCs.  We look forward to receiving the Staff report on 
this issue in the coming months, and hope that this will assess the benefits in terms of improved 
sustainability, as well as the costs to the HIPC Trust Fund.   

 
Second, we must continue our efforts to ensure the full participation of all creditors in the 

Initiative.  We welcome the progress that has been made on this issue, and the continued efforts of the 
World Bank and IMF Staff at moral suasion on creditors.  But we are disappointed that the World Bank 
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believes that their current policy precludes them from administering a donor-funded technical assistance 
facility to provide advice to HIPC countries.  We urge Bank staff to explore this issue further, to see 
whether there is another channel that could provide this support.   

 
In the longer-term, the key challenge is how to ensure continued debt sustainability while 

enabling countries to finance their poverty reduction strategies.  It is not acceptable that countries which 
have demonstrated a strong commitment to sound economic management and poverty reduction, should 
be denied access to concessional finance.  Many HIPC countries will remain vulnerable to exogenous 
shocks for the foreseeable future.  The solution must lie in topping up debt relief at Completion Point, 
where appropriate, in a new, country specific approach to assessing debt sustainability, and in a more 
flexible approach to selecting financing instruments.  We are aware that World Bank and IMF Staff are 
looking at this issue, and look forward to discussing proposed solutions later in the year.  

 
Financial Architecture 

 
We welcome recent progress through the Financial Sector Assessment Program (FSAP) and the 

international standards and codes initiative, and particularly the increased coverage of standards and 
codes and the stronger focus on developmental issues.  This has been key to facilitate the wide 
participation of countries across all regions and levels of development, and to foster the role of 
participating countries in setting national priorities and action plans.  We also welcome progress made in 
collaborating with other partners to help countries assess and strengthen systems for debt management. 

 
These successes in diagnosing potential financial system vulnerabilities must now be built on by 

putting in place appropriate mechanisms for follow-up to standards and codes assessments.  We therefore 
strongly support the launching of the Financial Sector Reform and Strengthening Initiative (FIRST), to 
which we have pledged US$ 20 million.  FIRST is already making a difference in providing follow up 
technical assistance, but it remains important that the Bank and the Fund should work closely with 
recipient countries to discuss and prioritize TA needs in the context of FSAPs. 

 
Progress is also being made in combating money laundering and the financing of terrorism.  We 

welcome the significant work in this area to follow-up standards and codes assessments through 
appropriate technical assistance, and especially the way in which such programs have been tailored to 
specific areas of national concern.  

 
Private Sector Development 

 
We welcome the World Bank's program of work on assessing and strengthening the investment 

climates in developing countries.  We agree that the comprehensive, in-depth surveys are a powerful tool 
for bringing about necessary reforms aimed at enhancing the levels of private investment in developing 
countries.  We also welcome the role played by MIGA and the IFC in catalyzing private investment in 
developing countries, and urge all countries who have not yet subscribe fully to MIGA to do so as soon as 
possible.  With regards to SMEs, we are aware that SME financing remains a concern, although much 
progress has been made on micro-finance.  We look forward to sharing lessons and jointly working on 
different approaches with the World Bank/IFC’s joint SME Department.  

 
The UK Government welcomes the World Bank Group's commitment to promoting corporate 

social responsibility.  We believe that progress on this can play an important role in enhancing the 
contribution the international private sector makes to sustainable development.  However, there are some 
genuine concerns that inappropriately focused CSR can be counterproductive and could even discourage 
development.  The World Bank and IFC's programs in this area are well chosen and directed towards 
harnessing the interest in CSR to ensure that the benefits of business are shared widely.   
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We also welcome the World Bank’s support for the Extractive Industries Transparency Initiative.  
Greater transparency in the oil, gas and mining sectors is a necessary step towards improving the 
equitable distribution of resources, improving public financial management and enhancing business 
climates.  We expect that the World Bank and IMF will together play a central role in the implementation 
of the Initiative, and we look forward to reaching agreement on the precise nature of this role later this 
year.  We urge other countries to join us in this work. 

 
Coherence and Partnerships 

 
Improved collaboration and co-ordination between the different development agencies is essential 

if the international community is to work effectively together to meet the challenges ahead.  The UK 
welcomes the World Bank’s recent report on coherence, coordination and cooperation among 
multilaterals, which is a useful stock-take of ongoing initiatives and progress in this area.  We particularly 
welcome the improved working relationships which we have observed between the World Bank and the 
WTO, and the OECD.  However there is still more to be done to make the World Bank’s various 
relationships as effective as they might be, particularly with the UN and the RDBs, and to clarify roles 
and responsibilities.  We urge the Bank to be upfront about the challenges that remain, and to set out a 
concrete strategy to address these over the coming months. 

 
Iraq 

 
We all want to see a swift and successful resolution of the current situation in Iraq.  The 

reconstruction effort will require a coherent and comprehensive response from the international 
community if the Iraqi people are to be successful in their efforts to rehabilitate and reconstruct their 
country.  We shall continue to work for an international mandate for the political, social and economic 
development of Iraq through the United Nations, in which the International Financial Institutions should 
take a leading role.  The World Bank and IMF have valuable experience of handling post-conflict 
countries, and we are committed to working closely with them, and others, as this process moves forward. 

 
We believe the Development Committee has a major responsibility to drive forward development 

leading to poverty reduction.  The analysis has been done, we’re clear on our goals and have a clear 
consensus on how they can be achieved – we must now focus more forcefully on effective 
implementation, where necessary challenging convention and overcoming obstacles.  Major progress is 
possible to advance global justice and increase security and stability.  It is in the interest of all countries 
and peoples that we work together to achieve greater progress.  
 
 
Statement by Mr. Javier Silva-Ruete, Minister of Finance, Peru 20 
 
Achieving the MDGs and Related Outcomes: A Framework for Monitoring Policies and Actions 

 
We very much welcome this enormous effort to bring together an integrated framework for 

monitoring progress in policies and actions to achieve the MDGs. 
 
We endorse the ambitious goal of making a periodic apex report on the status of world 

development to better anchor Development Committee deliberations. This is very useful to place up-front 
the framework of mutual responsibilities and accountabilities to achieve the MDGs. 

 
We concur with the proposed agenda of the developing countries for accelerated progress on 

MDGs, based on a pro-poor growth strategy. We agree to focus the reform effort in the rule of law, 
 

20 Representing Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
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infrastructure, quality of governance, capacity building and efficient delivery of social services in 
developing countries. However, we would place more emphasis on the investment climate to promote 
private sector based growth, in light of the preliminary findings that show pervasive government failure in 
public sector governance in most low- and middle-income countries. 

 
We welcome the introduction of trade issues as an element of regular reporting of developed 

countries, including market access and domestic subsidies, among others. But we feel that environmental 
sustainability should be singled out as mainly a responsibility of developed countries. Let me quote 
paragraph 19 of the background paper on achieving the MDGs to support this claim: “Developed 
countries have a special contribution to make to protect the global environment, as they dominate energy 
use and are the largest consumers of most natural resources and the largest producers of most pollutants.”  

 
We believe that the contribution of developed countries to progress in the Monterrey Consensus 

should focus in increasing market access for developing countries and in providing a significant increase 
in aid linked to policy reform, as well as facilitating a substantial increase in aid effectiveness. 

 
Now we will comment on what we consider is appropriate to advance in the monitoring of actions 

by the developed countries and other development actors within the framework of the proposed apex 
report. 

 
In the area of market access, we would like to see a more precise account of changes in market 

access for developing countries, including the effects of reduction of domestic subsidies, phasing-out of 
the multi-fiber agreement without imposing compensatory measures, reducing trade barriers to products 
exported by developing countries and contributing to a successful and timely implementation of the Doha 
Round. We would also like to see the potential quantitative impact of recent modifications in agricultural 
polices in the USA and the European Union (EU) on market access. It is well known that accession 
countries to the EU have more open agricultural policies than the EU. We would like to see a quantitative 
measure of loss in market access due to accession. Furthermore, we would like to see an estimate of the 
market access effects of the “Everything but Arms” initiative, if any. We request as well a follow-up of 
the market access effects of industrial policies and the use of standards as instruments of non-tariff 
protection by all countries. We expect a progress report on these matters for our next meeting. 

 
In the case of efficiency in the delivery of aid, much emphasis is placed on good policies by 

developing countries (which are necessary conditions for aid effectiveness), but little is said on the very 
slow progress in harmonization, which imposes significant transaction costs. We ask for the development 
of firm metrics and time frames to monitor progress in implementation of the harmonization agenda. We 
must remember that efforts to harmonize aid among donors started in April 1996 and that the results to 
date are very scant. Moreover, great efficiency gains can be obtained by untying aid, not only for the least 
developed countries but for all developing countries. We ask for a precise account of progress in untying 
aid in the coming progress reports. 

 
In the case of international organizations we would like firm commitment from the World Bank 

to reduce the burden of the implementation of safeguard and fiduciary policies which now take up to fifty 
percent of project preparation time and budget in investment lending. 

 
Additionally, we think that reporting financial flows between developed and developing countries 

should be part of regular monitoring. As the Global Development Finance 2003 shows: “the development 
world has become a net capital exporter since 1998; the expectation of large, continuing budget deficits 
(in OECD countries) may further reduce developing countries access to funds…” This is particularly 
relevant given the significant financing gaps remaining to achieve the MDGs.  

 
One of the most important results of the monitoring exercise is the extremely poor ratings on 

public sector governance shown for low-income countries. This call for caution on the strategies for 
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public sector reform and scaling up. As the report shows that government failure is pervasive, it should be 
stressed the importance of using more intensively the instruments of the World Bank private sector 
strategy for the delivery of public services which are more automatic and less institutions-intensive.  

 
Scaling-up the service MDGs 
 
We welcome the reports on context and proposed actions for scaling-up efforts in education, 

health, water and sanitation and HIV/AIDS. Yet we must remember that the World Bank has ample 
experience of work in these areas and has produced sector strategies in education, health, and lately in 
water and sanitation, that take stock of the accumulated knowledge on each area, provide excellent 
summaries of the lessons learned and of the way ahead in each of these sectors. We are not starting from 
scratch in our endeavor of scaling-up service delivery for the poor. 

 
The reports on scaling up education, health, water and sanitation, and HIV/AIDS provide us with 

different models of approaching the challenge of scaling-up services for the poor to achieve the so-called 
“services” MDGs. The water and sanitation report adopts a locally based approach, focused in optimizing 
systems and then expanding them, solidly grounded in experience, policies, incentives and institution 
building. The education report places great emphasis in public education and a set of stylized facts of 
successful education systems. The HIV/AIDs report is more experimental as the pandemic is very recent 
and the lessons learned are scant. In all sectors the progress in scaling-up is still nascent, even the 
Education for All Fast Track Initiative, which is the most advanced, has produced only untested action 
plans in a group of qualifying countries. 

 
We think it is too early to look for lessons in the implementation of scaling-up in these reports, 

but we consider the Education For All model is not the most appropriate to use in other service delivery 
areas. We believe that the best prospect to be extended to other sectors is the Water and Sanitation model, 
with its emphasis on solid sector policies, well grounded in aligned incentives and properly developed 
institutional policies. We also like emphasis on sustainability and efficient use of resources over systems 
expansion. We think the focus in demand-driven designs and in empowering local authorities and 
communities to improve efficiency of delivery systems is appropriate. We believe that promoting private 
sector participation in delivery of services is correct. We find that Water and Sanitation model is well 
aligned with the preliminary findings of the 2004 World Development Report: Making Services Work for 
the Poor.    

 
We would like to deal now with two specific issues that are of crucial importance to advance in 

scaling-up in education and HIV/AIDS. 
 
First, the quality of education is a significant problem not only in low-income but also in middle-

income countries. Focusing only in completion rates risks falling in the “performance by target 
syndrome”. Some additional measures have to be developed to evaluate if there is a correlation between 
completion and learning outcomes. 

 
Second, in the fight against HIV/AIDS, one fact stands alone as crucially important: only 5 

percent of those in need of antiretroviral treatment have access to antiretroviral drugs. This is simply 
unacceptable. The daily cost of anti retroviral treatment at patented prices is about US$30 per day, which 
is out of reach for the majority of poor who live on less than US$2 a day. The cost of the treatment with 
generics is in the order of US$0.53 per day. The solution lies in attacking simultaneously the barriers to 
import generics into AIDS-stricken countries and creating innovative delivery systems for drug 
distribution, like Guinea’s revolving drug scheme, where co-payments give beneficiaries incentives to 
police the proper use of drugs. 
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Voice and Participation of Developing and Transition Countries in Decision-Making at the World Bank 
and the IMF 

 
Greater voice and participation is one of the most effective ways of addressing the problem of 

limited ownership of WB and IMF sponsored reform programs by developing and transition countries 
(DTCs). 

 
The nature of the issues is clear. There are two basic asymmetries in the participation of DTCs 

vis-à-vis developed countries in WB/IMF decision-making.  
 
First, DTCs hold minority voting power in WB/IMF decisions. Even though most of decisions are 

reached by consensus at the Bretton Woods Institutions (BWIs), the deterrent effect of the majority may 
influence some of them. 

 
Second, the voice of DCTs is also less heard than the voice of developed countries. This has to do 

with the weak institutional and technical capacity in DTCs at the BWIs and in their capitals. Moreover, 
given the shortage of resources in these areas, less resources are assigned by DTCs to deal with the BWIs 
than to their day-to-day management of government affairs. Additionally, the BWIs used to give more 
voice to developed countries and other international players. This was clearly characterized by the so-
called “Washington Consensus” of the 90s. Currently, with the advent of the Monterrey Consensus and 
participative approaches to development in the World Bank, more voice is gradually being given to the 
DTCs.  

 
How to Correct this Situation? 
 
Voting power.  Rebalancing voting power, independently from the modalities adopted, depends 

mainly on the political will of developed countries to cede more participation to DTCs. In line with the 
Monterrey pact of mutual accountabilities and responsibility, a move in that direction would show on the 
ground the will to share on equal footing the responsibilities to fulfill the MDGs. Moreover, the analysis 
in the context of the Twelfth Review of Quotas at the IMF shows that quotas should better reflect the 
DTCs increasing participation in world GDP, trade and financial markets. 

 
Voice.  More voice for DTCs requires action in two fronts. First, in enhancing technical and 

institutional capacity of DTCs, not only at the BWIs, but mainly in the countries themselves, to take 
control and ownership of the needed reforms to progress in their quest for development. Second, 
continuing with the efforts to empower the development country actors, deepening decentralization of 
BWIs activities and enhancing the culture of service to the client, openness and capacity to listen in these 
institutions to the demands and requests from DCTs. Achieving the MDGs and Related Outcomes: A 
Framework for Monitoring Policies and Actions 
 
 
Statement by Mr. John W. Snow, Secretary of the Treasury, United States 
 

The United States is committed to helping the developing world—particularly the poorest 
countries—increase economic growth, raise living standards, and eliminate poverty.  Developed and 
developing countries, together with the international financial institutions, must redouble their efforts 
toward achieving these goals. 

 
Last year at Monterrey, President Bush and other world leaders committed to a new partnership 

between developed and developing countries.  This partnership links increased development assistance to 
the pursuit of sound policies, good governance, and the rule of law in developing countries.  It is a 
partnership designed to realize our common goal of a better life for millions of people around the world. 
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Increased Development Assistance 

 
The United States has acted to make good on the Monterrey vision.  Last year President Bush 

proposed the Millennium Challenge Account (MCA).   The MCA is based on the principle that aid can 
succeed in reducing poverty only if coupled with policies and institutions that promote productivity 
growth and raise living standards.  The MCA channels assistance to countries that pursue good 
governance and the rule of law, invest in their people, encourage innovation and investment, and lay the 
foundation for a vibrant private sector.  The President has requested US$1.3 billion for the MCA this 
year, and has proposed to increase this to US$5 billion by the third year and thereafter.  In addition, to 
fight two of the world’s great scourges, the President has proposed US$10 billion in new money to 
combat HIV/AIDS over the next five years and US$200 million in new money to address famine and 
food security worldwide this year. 
 

The United States has also pledged an 18 percent increase in our replenishment allocation to both 
IDA and the African Development Bank, and asked for a 16 percent increase in resources for the Global 
Environment Facility.  In total, the United States is requesting an increase of over US$2.5 billion this year 
in development assistance and plans to request roughly an additional US$6 to US$8 billion by the third 
year. 

 
Supporting Policies & Projects that Raise Productivity Growth 

 
The United States believes that the MDBs have an essential role to play in supporting policies and 

projects that increase productivity growth, reduce poverty, and raise living standards.  The United States 
will continue to emphasize the importance of the performance-based allocation systems within the MDBs.  
And we will continue to press the MDBs to focus on projects that raise productivity by supporting private 
sector led growth and placing a greater emphasis on the delivery of education, health care and potable 
water. 

 
Since some human capital investments—although essential for long-run economic growth—

provide little direct financial return, poor countries are sometimes reluctant to contemplate borrowing for 
them.  For this reason the United States has placed a high priority on the increased use of grants by the 
MDBs.  In implementing the IDA-13 agreement on grants, it is imperative to keep IDA credits and IDA 
grants separate.  Grants must not simply be used to make loans more concessional, as history has shown 
that even highly concessional loans can create debt burdens so heavy that they can never be repaid.  
Moreover, blending grants and loans makes it impossible to empirically assess the effectiveness of grants 
versus traditional credits. 
 

Finally, trade liberalization—by both developed and developing countries—is central to 
economic growth, development and poverty reduction.  I commend the World Bank’s increased attention 
to trade issues in support of the trade negotiations begun at Doha.  I urge the Bank to intensify its efforts 
to increase its operational focus on building both institutional and physical capacity to help developing 
countries take advantage of new trade opportunities. 

 
Measurable Results 

 
Building public support for increased development assistance depends on showing that aid is 

making a difference in the lives of the people it is intended to help.  No matter how altruistic our goals, 
we will not gain our citizens’ support for more aid money unless we can demonstrate that it will be put to 
good use.  And without a system for measuring the results of development activities, it is impossible to 
channel scarce aid resources to the projects that have the greatest positive impact on the world’s poorest 
people. 
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The United States will continue to insist on measurable results in all aspects of MDB activities.  
Goals, baselines, benchmarks and post-completion evaluations must be embedded in the design and 
implemented throughout the life of country, sector, and institutional strategies as well as individual 
projects.  Projects must contain clearly defined components with a sound results-based performance 
measurement plan that will enable mid-course adjustments to maximize success. 

 
The World Bank has made significant strides in developing a results measurement framework.  

Implementing this successfully will require embedding the focus on results in practices and incentives 
throughout the Bank’s operations.  We look forward to regular reports on this effort.  As part of IDA-13, 
the United States committed to provide an additional US$300 million in contributions if IDA produces a 
results measurement system, expands essential diagnostics, and achieves progress toward concrete health, 
education, and private sector goals. 

 
The United States is committed to achieving the goals adopted as part of the UN Millennium 

Declaration in September 2000.  We also recognize that increasing economic growth in the developing 
world is the sine qua non for achieving them, since growth raises the living standards of the poor and 
produces the resources needed for critical social investments.  For this reason, a focus on increasing 
productivity growth must be the foundation for the World Bank’s work in pursuing all international 
development goals. 

 
World Bank Role in Reconstruction 

 
The World Bank has played a vital role in addressing development challenges in many difficult 

situations.  I commend the World Bank on its leadership in rebuilding Afghanistan, particularly in 
coordinating with the Afghan government and with other donors in administering the Afghanistan 
Reconstruction Trust Fund.  We all look forward to a brighter future for the people of Afghanistan.  In 
Iraq, engagement by the international financial institutions is vital.  An assessment by the World Bank of 
Iraq’s reconstruction needs will help inform the international community’s efforts to mobilize financing 
for reconstruction.  The people of Iraq have waited long enough for the promise of aid and assistance 
from the international community.  We look forward to working with the World Bank and other 
shareholders to deliver on this promise. 

 
Combating Terrorist Financing 

 
Maintaining the integrity of the financial system is central to a well-functioning economy.  

Therefore I commend the World Bank for its significant contributions to the fight against the financing of 
terrorism and money laundering since we last met in September.  I am encouraged by progress at the mid-
point of the pilot project launched by the World Bank, IMF and FATF to assess country performance in 
this crucial area.  My hope is that after review, this effort will become a permanent part of the 
international financial institutions’ work to help protect financial systems from abuse by terrorists and 
money launderers. 
 
 
Statement by Ms. Agnes van Ardenne, Minister for Development Cooperation, The Netherlands 21 
 
Millennium Development Goals 
 

It is fair to say that implementation of the MDGs and the Monterrey consensus poses serious 
challenges to the international development community. 

 
21 Representing the constituency of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, 

Republic of Macedonia, Moldova, The Netherlands, Romania and Ukraine. 
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The first challenge is to manage the conflict between the bottom-up and top-down approach - 

between country ownership in policy and target setting and a degree of centralised control to ensure that 
all developing countries work towards achieving the MDGs. I believe that PRSPs should be seen as a 
country-specific path towards the MDGs, taking into account a country’s particular situation and policy 
priorities. The MDGs have done much to help us focus on results and mobilise broad support for 
development. But, as a matter of principle, they should not be used as a condition. Multilateral 
organisations should not ask developing countries to write annual reports on MDG implementation. 
Where possible, the PRSP progress reports could also include information on progress made towards 
achieving the MDGs. We should not place extra burdens on developing countries with limited monitoring 
and reporting capacity. 

 
The second challenge is for donors to solve the dilemma arising from the need to allocate scarce 

ODA to achieve the MDGs. Donor countries and development agencies might feel the urge to increase 
allocations for the priorities reflected in the MDGs - health and education, for instance. But financial 
support also needs to go to a whole range of other policy areas that are covered by the PRSPs, such as pro 
poor growth, private sector development and infrastructure. It is the fact that countries spend too little on 
ODA that creates this dilemma. And it is therefore important that all OECD countries comply with the 0.7 
percent standard.  
 

For now, I believe that the MDGs should not be seen as targets on which to focus all our financial 
efforts. Instead, they should be seen as a set of interdependent, global  indicators of overall development 
progress. By adopting the MDGs as isolated targets we would be oversimplifying the extremely 
complicated development process. Balanced, coordinated action is required. In many areas at the same 
time. Donors should therefore meet their commitments, and continue financing PRSPs. 
 
Scaling Up Actions in Support of Achieving the MDGs 

 
It is the nature of the development process that leads me to share some of my concerns at 

introducing vertical funds to support individual MDGs, like the Global Fund for AIDS, TB and Malaria. 
Vertical funds may distort the complicated process of setting national priorities. Or they may undermine 
the integrity and sustainability of national budgets, in particular when they are supply driven. They can 
lead to parallel bureaucratic implementation structures. It is better to scale up actions targeting the MDGs 
by extending and accelerating existing plans, using existing instruments.  

 
The Fast Track Initiative (FTI) for Education for All could serve as a model. It is based on 

developing countries’ nationally integrated education plans, embedded in their PRSPs. I would, however, 
like to underscore that such FTIs should be based on partnerships, locally as well as internationally. And 
they should be regarded as the responsibility of the entire international community, including the World 
Bank, bilateral donors and the UN family. I regret that donors have not committed enough additional 
funding to cover the   needs of the FTI. And it will be crucial to ensure that some flexible funding is 
available to finance sound sectoral policies in countries with good PRSPs but few donors. These funds are 
essential for achieving the education MDG. And they are of particular importance if we are to eliminate 
gender disparity in primary and secondary education by 2005. 
 
Water & Sanitation 
 

The third World Water Forum in Kyoto acknowledged the need to scale up our efforts to achieve 
the MDGs for water supply and sanitation. I believe that we will only obtain the investments needed if 
developing countries cooperate closely with the private sector, including small-scale providers. Public-
private partnerships are therefore essential to achieving  these MDGs. To promote them, the public sector 
needs to create an enabling environment. Organised to ensure that improved water services benefit the 
poor. An international debate on the conditions governing public-private partnerships should be started as 
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soon as possible. The Netherlands is willing to take the initiative to bring all relevant parties together for 
such a dialogue. 
 
HIV/AIDS  
 

The World Bank is the main funder of HIV/AIDS programmes. It plays a key role in the 
multilateral strategy to fight HIV/AIDS, especially now that some US$1 billion have been earmarked for 
HIV/AIDS under the IDA grant window. The Bank now occupies a dominant financial position. Current 
low levels of expenditure may lead to possible spending pressure in the remaining IDA-13 period. But 
neither of these factors should lead to a situation in which the importance of coordination with other 
multilateral organizations is overlooked or underestimated.  Fortunately, the Bank is one of UNAIDS’ co-
sponsors and has a good working relationship with the UN at head office level.  However, I am concerned 
about cooperation at country level, where coordination between the World Bank and other UN agencies 
needs to be improved. I call on the Bank and other UNAIDS sponsors to work more closely together in 
the country level theme groups.  I call on them to use the new UN Country Team Implementation Support 
Plans to the National Response (UN-ISPs) to align AIDS programs to countries’ HIV/AIDS strategies and 
to improve coordination. 

  
I would also like to draw your attention to the AIDS epidemic that is getting out of control in 

certain Eastern European and Central Asian countries. I want to ask the World Bank to pay due attention 
to this alarming situation and to provide financial support. 
 
Monitoring Actions for MDGs 
 

The complicated nature of the development path required to achieve the MDGs is clearly 
reflected in the IMF/World Bank proposal for monitoring actions for MDGs.  However, I have some 
concerns about the division of labour between the various international organizations and a possible 
proliferation of indicators.  It is crucial to agree on a division of labour in this large and complex 
monitoring plan. But it may not be easy.  In line with the agreed follow-up to Monterrey, the UN’s task is 
to monitor MDG outcomes.  The DC could oversee the monitoring of policies and actions required to 
achieve the MDGs.  The line between these responsibilities is very thin.  And it certainly means that the 
UN and the World Bank will have to work closely together to compute and interpret the required data. 

 
What is more, we need to guard against proliferation of indicators, given the temptation of 

individual institutions to continue to apply their own indicators, monitoring systems or indexes.  I 
therefore urge the World Bank, the IMF and other players like the UN agencies, OECD/DAC, the 
European Commission and the WTO, to work together in developing and fine-tuning this monitoring 
proposal.  I sincerely hope and expect that we can come up with an agreed set of indicators for monitoring 
policies and actions by the summer at the latest.  The guiding principle should of course be to make use of 
existing materials and monitoring systems.  
 
Implementation (2nd set of challenges) 
 

This brings me to the second set of challenges: implementation of policy actions by developed 
countries.  
 
Harmonization 
 

We have seen promising steps forward in the field of donor harmonization.  This is one area in 
which donors and recipients have now reached  broad policy agreement.  The Rome Declaration on 
Harmonization serves as a basis for implementing  harmonization measures.  With like-minded countries 
- Sweden, the UK, Denmark, Finland, Norway and Ireland - we have decided to put the Rome agreement 
into action as quickly as possible.  Taking the lead of the Zambian government, we have agreed to 
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undertake joint analysis, review and monitoring.  To reduce the cost of doing business with us, we have 
agreed to use joint coordinators for each sector in which we are active.  We also plan to share each other’s 
expertise and to channel more aid through the national budget.  Zambian capacity and policies  - its PRSP 
- are the basis for our interventions.  We can improve the way we work by enlarging Zambian 
implementation capacity with better management information systems, for instance.  

 
We, as a group of seven donors, are pleased with the progress we have made in Zambia.  I 

encourage other donors, including the Bank, to join us, not only in Zambia, but elsewhere in the world as 
well.  
 
Trade 
 

I regret to say that little progress has been made in other policy areas, notably on agricultural 
reform, in the preparations for Cancun and in making Doha a genuine development round.  We need to 
achieve rapid results in agricultural policy, in access to medicines and Trade Related Intellectual Property 
Rights (TRIPs) and in special differential treatment for developing countries.  An important measure that 
I favour to improve market access is to extend the Everything but Arms Initiative.  First, every OECD 
country - not only the EU member states - should extend quota and duty-free market access for the least 
developed countries.  Second, more countries should benefit from better market access. Developing 
countries would then have more opportunities to gain from trade. 
 
HIPC 
 

Expanding trade opportunities is also crucial for growth, fiscal balance and achieving debt 
sustainability, for instance in Highly Indebted Poor Countries.  More generally, the HIPC Initiative calls 
for further action.  

 
I would like to remind the Bank and the Fund of the conclusions drawn at the last IMFC and DC 

meetings on long-term debt sustainability.  At the last DC meeting I urged the Bank and Fund to look at 
priorities.  They included better monitoring of the balance of payments situation, more thorough analysis 
of debt sustainability based on realistic macroeconomic projections and capacity building for both debt 
and fiscal management.  Work is under way, but I would call on the Bank and Fund to step up their 
efforts.  I am looking forward to seeing more progress in these areas. 

  
Events in the Middle East have created a volatile external environment.  I hope that its effects will 

trigger better monitoring of the balance of payments situation in developing countries.  Many of them will 
most probably have to absorb unexpected macroeconomic shocks again.  

 
Finally, I am pleased that donors have agreed to fund most of the HIPC initiative’s 

current financing gap.  However, the donor community needs to live up to its promise to  finance 
the HIPC initiative in full.  Donor resources may also be needed to top up IDA debt relief, and to 
finance debt relief for Sudan and other HIPCs currently in arrears.  This expenditure has not yet 
been fully included in the calculations.  

 
Enhancing the Voice and Participation of Developing and Transition Countries 
 

Both the World Bank and IMF have made progress in stimulating participation and ownership at 
country level in recent years.  Programs in many developing countries are now often based on Poverty 
Reduction Strategies.  They are drawn up by governments with varying degrees of input from civil 
society representatives.  But an approach based on ownership and participation is equally important in 
transition countries.  As the recent Lucerne conference on the seven poorest countries of the 
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Commonwealth of Independent States pointed out, ownership of the reform agenda by governments and 
the people is the key in ensuring implementation of policy and institutional reforms.  

 
It is important for developing and transition countries to be able to participate in shaping their 

own country programmes.  But I believe it is just as important for them to be represented and to 
participate in the central decision-making of international organisations, in particular the World Bank and 
the IMF.  We recognised during FfD that we still face a challenge here.  The actual influence of these 
countries in the Bretton Woods Institutions is often limited.  I am therefore very pleased that both the 
Bank and the Fund have taken this issue seriously and that today we are discussing measures that will 
enable us to make progress. 

 
We have to realise that individual actions will not increase the leverage of these countries in 

decision-making. What is needed is a comprehensive package of mutually reinforcing measures.  
 
First, options should be worked out to strengthen capacity in the constituency offices, Central 

Banks and finance and planning ministries of the relevant countries.  Sufficient capacity is essential for 
effective preparation of policy debates which are of strategic importance to developing and transition 
countries.  We would favour adding extra advisors or assistants to constituency offices.  Staff in the 
capitals should be provided with training and technical assistance, wherever possible from existing 
capacity-building initiatives, like AFRITACs and the Fund and Bank’s excellent in-house learning 
facilities.  Though we believe that the Bank and the Fund should fund activities like these from their own 
resources, we are prepared to consider contributing on a temporary basis to the cost of these capacity-
building activities and associated expenses. Related to countries’ capacity is the urgent need for further 
decentralisation and delegation of Bank and Fund powers to the field level.  This will encourage contact 
between staff and country authorities and will be instrumental in involving capitals in important policy 
issues. 

 
When it comes to measures that directly affect representation and voting rights, I believe that 

increasing the number of basic votes would help to strengthen the relative voting power of countries with 
smaller quotas or capital shares.  This option would be more acceptable than an ad hoc quota or capital 
increase that would be inconsistent with the basic principle that quotas and capital shares should reflect 
countries’ economic and financial position in the world economy.  

 
Multi-country constituencies of both borrowing and non-borrowing countries have a great 

potential for improving the position of borrowing countries.  I believe that our constituency, along with a 
few others, is a good example of promoting the interests of programme countries. They can benefit from 
mixed constituencies’ substantial share of voting rights, while knowledge transfer within the constituency 
can support capacity building in the countries themselves.  In order to spread the voices of transition and 
developing countries more evenly over the existing Board seats, we would like to discuss the scope for 
extending the mixed constituency model.  Of course, we will need to take into account the preferences of 
the developing and transition countries involved. In our constituency, we hold regular meetings to share 
‘best practices’ and to prepare effectively for important policy debates.  Whenever possible, the 
Netherlands also tries to respond to the needs of the constituency countries on a bilateral basis, for 
instance technical assistance for structural reform processes.  I would like to point out that apart from 
these benefits, multi-country constituencies can act as a bridge, preventing polarisation in discussions 
between debtor and creditor countries in the Executive Board.  In the process, multi-country 
constituencies enhance ownership of Bank and Fund decisions by all members. 
 
Reconstruction of Iraq 

 
Finally, I would like briefly to address recent developments in and around Iraq. I refer in 

particular to the other development challenge we may have to face: the reconstruction of Iraq. In my 
view, the United Nations should play a central role in coordinating international activities. Not only 
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humanitarian aid during and directly after the military intervention but also reconstruction in the ensuing 
period. Given its wealth of natural resources, Iraq could in principle borrow the  funds needed for 
economic recovery and reconstruction. The International Financial Institutions should play a major role 
by providing loans and specific technical assistance. We urge the World Bank Group in particular to 
provide IBRD loans for the reconstruction of physical infrastructure. We realize that for this to happen, 
Iraq’s arrears at the World Bank and the IMF first have to be cleared. 

 
Since Iraq has an enormous overall debt problem, we would welcome an early discussion on 

rescheduling within the Paris Club. This could help to free up revenues for post-conflict reconstruction. A 
decision on debt rescheduling should be based on a sound and widely supported reconstruction program 
for the Iraqi economy. Both the World Bank and the IMF have an important part to play. 

 
 

Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation, 
and Development, Germany 
 

Given the growing global insecurity over the past few years, it is hard to speak credibly about 
suitable measures for the Millennium Development Goals (MDGs) – when we know for a fact that peace 
and stability are a necessity for achieving them.  I warned when we met at the Annual Meeting of the 
risks to achieving the millennium goals that may arise as a result of violent conflicts, terror and war, and I 
regret that my fears have become reality.  The developing countries are the weakest links in the world 
economy, in particular they are suffering from the direct economic impacts of conflicts and global 
insecurity. We should demonstrate once again by concrete decisions made here at this meeting that the 
commitments resulting from the Monterrey and Johannesburg conferences for the MDG agenda are still 
valid for us and still have political priority.  This session of the Development Committee must send out a 
signal indicating that there is no viable alternative to a global system which gives top priority to 
preserving peace and creating sustainable development opportunities, which focuses international funding 
on these tasks and which is based on multilateral consensus and international law. 

 
We welcome that the war in Iraq is coming to an end and that the suffering of the Iraqi people is 

ending. In addition to the financial responsibility borne by the countries that waged the war, we believe 
the international community, including the Bretton Woods Institutions, must also be substantially 
involved in tackling the challenges of reconstruction that lie before us in order to ensure sustainable 
social, political and economic development in Iraq. President Wolfensohn has rightly pointed out that the 
World Bank can only make loans with the consent of or in response to an application from the member 
country concerned. Failing that, the World Bank can, with the approval of the Board of Directors, provide 
aid at the request of UN bodies. 

 
Because of their political and economic weight, the industrialized countries bear special 

responsibility for global stability and prosperity.  The German government is aware of this responsibility.  
Therefore, the Development Committee must send a clear and convincing signal for the constructive, 
consistent continuation of multilateral co-operation. 

 
The German government champions good global governance, the fundamental principles of 

which are: strong multilateral institutions, co-operative security and disarmament, problem-solving 
through international co-operation, the enforcement of international law and commitment to global 
sustainable development.  The criteria upon which we base our assessments of the development 
orientation of our partner countries must also be the yardstick for our own international involvement; they 
are the rule of law, broad participation in decision-making processes and a social market economy.  We 
emphatically regard the discussions in the DC as an important element of this policy. 
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Enhancing the Voice and Participation of Developing and Transition Countries 
 
Good global governance requires that there is broad participation by the various players; 

participation creates legitimacy and ownership.  The aim must be to involve the developing and transition 
countries more closely in the decision-making structures of international bodies and thus also strengthen 
their responsibility for global security, stability and development and the contribution they make to this.  
That is why we welcome the World Bank and IMF initiatives to enhance the voice of developing 
countries in both institutions. 

 
The DC report submitted to us contains a number of important proposals for strengthening the 

group of developing and transition countries.  We must, however, be wary of the danger of merely 
agreeing on a few measures that can be easily and quickly implemented, but which do not do justice to the 
complexity of the challenge.  Strengthening the offices of those Executive Directors that are particularly 
affected is a sensible and constructive move; we should observe the impact of these measures in order to 
learn from that experience.  These measures cannot, however, replace the work on a coherent overall 
concept, which is still needed.  An overall concept also means: 

 
• the further decentralization of the activities of the Bank and Fund with the aim of strengthening 

ownership and offering our partner countries more possibilities in connection with the drafting 
and implementing of their economic programs; 

 
• reforming voting rights.  Besides substantially increasing basic votes, we also need to think about 

other, innovative proposals.22 
 
We support the proposal to establish a working group of high-ranking experts to elaborate 

proposals for more far-reaching measures to strengthen the participation of the developing countries in the 
IFIs and submit it for the next Development Committee. 

 
Towards achieving the MDGs 

 
The MDGs aim at progress in terms of human and social global development; they define 

outcomes that, taken all together, describe a vision of a better world for all.  The MDGs also define a 
common multilateral political agenda.  Anyone who is serious about them must subscribe to a multilateral 
approach.  That is the only way to enable an effective division of labor and to relate our respective 
bilateral activities to this multilateral framework which forms the basis for what we do. 

 
That is why I also expressly welcome the proposal that we should in future hold regular 

discussions in the DC on the status of policies for implementing the MDGs.  We need these reports in 
order to be able to adjust, co-ordinate and improve our policies with an eye to the MDGs, i.e. so that we 
can remain able to take effective political action.  The reports to the DC should not replace the reports to 
the UN concerning the progress made in achieving the MDGs, but should complement them with their 
focus on policies and implementation issues.  The co-operation between the UN organizations, especially 
UNDP, and the Bretton Woods Institutions, which has functioned so well up to now, should be further 
extended to the country level and should be used as an opportunity for closer co-operation.  Progress with 
regard to the MDGs must be examined using a uniform frame of reference and be measured using 
uniform indicators.  At a time when we are striving to harmonize procedures and instruments, we cannot 
allow ourselves any parallel approaches in this area either. 

 
In order to achieve the MDGs, we need targeted, additional efforts by all players.  As far as ODA 

is concerned, we are looking at a substantial increase. First of all the measures announced at Monterrey 
must be put in place.  Germany stands by its commitment undertaken in the context of the EU in 

 
22 Cf. e.g. the BMZ discussion paper "Strengthening the Participation of Developing Countries in the World Bank" 
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Barcelona and Monterrey to increase its ODA/GNI ratio to at least 0.33 percent by 2006, a contribution 
which – in these difficult economic times (for us too) – expresses our continued, earnest backing for the 
MDGs.  If we are talking about figures, however, we should bear in mind two important issues.  Firstly, it 
is not possible to calculate mechanically how much the individual MDGs will cost.  An exact calculation 
of the additional funds needed – whether 50 or 70 billion dollars – is just not possible.  Such figures are 
purely indicative.  Secondly, it is clear that a substantial increase is only possible if we succeed in 
developing new, innovative sources of finance.  We therefore need to continue our deliberations and 
discussions regarding this issue. 

 
However, the MDGs are not just a quantitative challenge for ODA, they are also a qualitative 

one.  Development co-operation is at its most effective when the political, strategic and budgetary 
framework for the effective use of funds is present in the partner countries.  For this, on the other hand, 
we also need procedures on the donor side that take account of our partners' limited administrative 
capacities.  I therefore welcome the progress made at the harmonization summit in Rome.  Germany 
intends to elaborate and implement an action plan for harmonizing procedures.  We will continue to 
provide active support for the work coordinated in the DAC.  German development co-operation is 
currently undergoing a thorough reform.  The aim of this reform is to make the comparative strengths of 
bilateral co-operation bear fruit in the pursuit of our common task.  This requires organizational changes 
and new procedures and instruments, especially stronger participation in program aid.  We will follow 
through with this reform process right to the end. 

 
Role of Economic Growth 

 
Economic growth in the developing countries continues to be potentially the most important 

source of development financing and is necessary for the goal of cutting extreme poverty by half by 2015.  
If income increases, then more funds can be mobilized for investment that is relevant to the MDGs and 
for public spending.  Economic growth directly reduces income poverty and it does this all the more when 
the distribution of income and assets is more balanced.  Poverty oriented growth policies should therefore 
actively address questions of distribution. 

 
The implementation report for the DC makes it clear that in Africa in particular economic growth 

is lagging substantially behind the required rates of increase for achieving the goal of halving extreme 
poverty by 2015.  Targeted efforts must therefore be made to reinforce the forces for growth.  Three fields 
of activity are particularly important in this context: 

 
Focus on institutions.  It is decisively important to identify growth potential and mobilize it in a 
targeted manner.  It is to be assumed that for this, long-term, pro-active government policies will be 
needed in many cases.  Institution building and strengthening the regulatory framework must be the 
core of national development strategies.  These issues must set the pace for all other areas of reform.  
Experience shows that privatization and liberalization of the economic process can only take hold if 
the proper institutional structures are in place.  We must learn from these mistakes – for example, 
now in our efforts for the liberalization of services in the WTO/GATS.  Serious risks are entailed if 
the liberalization of financial services is rushed through too quickly. 

 
Focus on market access.  The industrialized countries have made a commitment to substantially 
improve market access for products from the developing countries.  So far they have not kept their 
promise that the Doha round would be a development round.  The coming months are decisive for 
achieving a breakthrough at the next WTO Ministerial Conference.  Germany remains committed to 
the goal of a development round. 

 
Focus on stability and security.  The situation in many developing countries is characterized by a high 
degree of economic, social and political insecurity.  This is one of the major obstacles to investment.  
Insecurity can be reduced and market deficiencies countered by strong institutions and efficient 
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regulatory bodies.  On average, the poorest countries are hit every 5-8 years by an external shock: 
financial crises, worsening terms of trade and commodities price shocks, or droughts and other 
natural disasters.  The international community must intensify its efforts at all levels, in order to 
reduce these insecurities and thus lower the barriers to investment, e.g. by: 

 
• providing better protection against fluctuations in the price of commodities (actively 

promoting economic diversification and further processing; rolling back tariff escalation by 
the industrialized countries; examining existing facilities to compensate for price shocks) 

 
• providing better insurance against over-indebtedness and financial crises (improved debt 

management, strategy to increase the number of grants, protection against exchange rate 
risks, further development of the strategies for debt sustainability, etc.) 

 
MDG Fast-Tracking 

 
Economic growth by itself is not, however, enough to achieve the MDGs.  Despite higher rates of 

growth in many regions, it is not going to be possible to reduce child mortality for example to an adequate 
degree.  In order to achieve this and other MDGs, special efforts will be necessary.  To this end, MDG 
fast tracking initiatives were adopted at the last session of the Development Committee. 

 
These initiatives face major challenges due to the multi-dimensional character of MDGs.  Success 

of fast tracking specific MDGs will therefore depend on effective cross-cutting policies and multi-sectoral 
approaches.  Above all it will be necessary to ensure that these initiatives do not undermine the central 
role of the PRS process; namely to formulate coherent strategies and establish priorities accordingly.  
That is why the fast tracking initiatives must be integrated into the PRS process.  This assumes that 
funding estimates are not to be understood as concrete targets, but must instead be fitted into the 
budgetary framework of PRS.  Moreover, the DC report clearly shows that policies which are fleshed out 
and corresponding administrative and budgetary capacities are needed so as to achieve the MDGs.  Fast 
tracking cannot compensate for bottlenecks or deficits in the institutional arena; to overcome these 
problems we need time. 

 
Scaling-up initiatives for specific MDGs can be a lever for national ownership, good sector 

policies and strategies and effective donor co-ordination.  But they must be integrated into the national 
processes and should not be burdened by financial stipulations.  The donors should ensure that, in all 
countries in which the political and administrative framework is in place, the implementation of the 
aforementioned initiatives and strategies does not fail because of inadequate external financing. 

 
The Role of the International Financial Institutions (IFIs) 

 
In the course of implementing the enhanced HIPC Initiative and by using the PRS as their guide, 

the World Bank and the IMF have made changes and improvements to the quality and conceptual content 
of the support they provide for the poor countries.  Key words in this context are: support for and 
recognition of national ownership and broad participation by civil society as an essential prerequisite for 
development success, more effective co-ordination, intensified research on issues with relevance to 
poverty and the introduction of result orientation.  We expressly welcome this scaling-up by the 
institutions and expect that it will be continued. 

 
On the one hand we must continue to close the conceptual gaps.  Given what I have just said, I 

am talking here about two areas in particular: 
 

• Instruments and policy approaches must be improved in order to make the economies of the 
developing countries less vulnerable to market volatility and shocks.  Based on the approaches 
and instruments already available, the World Bank and the IMF should elaborate on a 
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comprehensive concept for prevention and for better handling of cases of macro-economic 
instability and external shocks in time for the Annual Meeting. 

 
• Our understanding of how policies affect the poor and what role institutional development plays 

in all this must become more acute.  Institution building must be moved more into the center of 
what the World Bank and the IMF are doing, since efficient institutions are a prerequisite for 
sustainable successful stabilization and economic development. 
 
On the other hand – and this is the central challenge – the concepts and approaches now need to 

be translated into coherent operating strategies.  The relevance of the strategic direction of the Bank must 
be proven in operating strategies that help bring about visible and positive changes and results at a 
country-wide level.  The most recent evaluation reports and the CAS retrospective as well show that there 
are still deficits, especially with regard to the embedding of World Bank programs in the political 
economies of its partner countries, the effective management of lending and non-lending instruments and 
the monitoring of impacts and progress. 

 
Evaluations look back to the past and serve as tools for learning from that past.  The deficits just 

mentioned are typical and are present to a similar degree in the case of other donors as well.  The reason 
for this is that, in the past, the success of donor-supported programs has not been explicitly measured in 
terms of their development impact on the country as a whole.  A country-wide impact can only be 
achieved as the result of joint efforts by the partner and the supporting donor community.  That, in a 
nutshell, is the challenge that the developing countries and the donor community must continue to face up 
to over the next few years: how to organize effective, results-oriented co-operation with our partner 
countries on the basis of common goals (PRS/MDGs) and a common understanding of the major 
problems. 
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Statements Submitted by Observers 
 
Statement submitted by Mr. Koos Richelle, Director-General for Development Cooperation of 
the European Commission 
 

The last Development Committee meeting marked the beginning of the implementation phase 
of the new partnership carved out between the developed and the developing world in Doha, 
Monterrey and Johannesburg. Our shared goal is to achieve the Millennium Development Goals 
(MDGs). Today's agenda is the first to address this, in three areas in particular. (i) How are we going 
to monitor progress on reaching the MDGs? (ii) What are the critical issues in scaling up in education, 
health, HIV/AIDS and water and sanitation? (iii) How should the voice and participation of 
developing and transition countries in the IFIs be enhanced? 
 

The European Commission is an observer to the Development Committee. It defines the 
Community's development policy in co-ordination and complementarity with its Member States.  
With a volume of more than 10% of world development assistance the Commission is a major partner 
of the Bretton Woods Institutions. I would like to offer a few reflections from a European perspective 
on the Committee’s agenda for today. These deal essentially with making the MDGs happen, and in 
each aspect I propose to describe what the EC is doing and what I believe we all as a development 
community should do.  
 
Monitoring Progress Towards the MDGs 
 

The MDGs are an unprecedented agreement by 189 heads of states on development priorities, 
in the form of 18 medium-term development objectives. They represent a clear, manageable and well-
defined frame of reference on the path to halving poverty by 2015. The UN Secretary General has the 
mandate to monitor the 18 MDGs, together with the 48 specific indicators for them. Efforts by the 
World Bank to cost the MDGs have helped to highlight the magnitude of the challenge involved and 
the inadequacy of current aid flows. However it is clear, that reaching the MDGs is not simply a 
matter of finance, but requires a global effort on many fronts.  
 

The EC has committed to use 10 MDG-related indicators in all its Country Strategy Papers 
(CSPs). It will use these for monitoring of its co-operation programs and in the framework of 
performance reviews.  I truly appreciate the collaboration with Bank staff, which should lead to a 
shared list.  It is important to minimize the load of country reporting and ensure coherent incentives 
from partners by standardizing as far as possible the indicators which donors use.  In its September 
2002 Communiqué, the Development Committee called for "regular monitoring and review of the 
policies, actions and outcomes needed to achieve" the MDGs.  The IFI paper on the subject responds 
to the request of the Committee and is a very timely effort. However, in my view it merits wider 
discussion, including partners not represented at the Development Committee.  It is highly desirable 
to avoid duplication of efforts and ensure an efficient interface with other monitoring activities – by 
the UN, the OECD/DAC and others, but most importantly at country level.  The system needs to have 
the confidence of all development partners if it is to be used by all of them.  
 

We also need to clarify the role of policy monitoring and to make sure that the focus on 
outcomes is maintained and sharpened.  This should encourage more evidence-based policy making, 
as well as more evidence-based policy advice.  Proposals for the use of policy indicators by the 
countries concerned for self-analysis, and as a basis for policy dialogue between donors and 
governments, point in the right direction. This, however, requires more transparency and openness 
than the Bank's internal Country Policy and Institutional Assessment (CPIA) can currently offer. If, 
therefore, as proposed, CPIA becomes the basis for monitoring of policies as proposed it would have 
to undergo a major transformation. Furthermore, the methodological link between policies and agreed 
development objectives in the MDGs needs to be clarified. 
 
Centrality of National Poverty Reduction Strategies 

 
I welcome the emphasis on national strategies for poverty reduction (PRSPs in low-income 

countries).  Monitoring of progress at country level needs to be anchored on these. 
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The EC has anchored its Country Strategy Papers (CSP), comparable to the WB Country 
Assistance Strategies, on PRSPs wherever they exist. Annual reviews of CSPs will be based on 
progress against a core set of indicators for all developing countries. For PRSP countries an 
additionally set of indicators will be used to measure progress in implementing the poverty reduction 
strategy. The Annual Review of the PRS should also monitor governments’ accountability for both 
resources and results. The Commission aims to base the monitoring of progress on the Annual Review 
of the PRS wherever possible. 
 

I hope that the development community shares this high ambition for the role the Annual 
Review of the PRS, which should be firmly linked to the national budget process. Donors, including 
the IFIs, should then organise their support in joint missions whose timing and content fit with the 
PRS and budget cycles. I particularly welcome the concept paper along these lines presented by IFI 
staff at the OECD DAC High Level Meeting in Rome in February. 
 

More concrete monitoring and benchmarking for donor behaviour should be developed. 
OECD/DAC peer reviews can be seen as a useful step in this direction, but do not cover the 
multilateral institutions. 

 
Partnership 
 

Key to effective implementation of national strategies are the twin principles of partnership 
and ownership.  Our actions have to reflect this. 
 

The EC has a track-record of decades in this area.  Most recently, on April 1 the Cotonou 
partnership agreement entered into full force.  It will be a main vehicle for poverty reduction in 
Africa, where reaching the MDGs is most at risk, as well as in the Caribbean and Pacific.  The 
Agreement between the 15 EU countries and 77 countries in Africa, the Caribbean and the Pacific 
(ACP), covers trade, aid, and political dimensions.  It explicitly addresses governance issues, and 
creates a framework that allows us to tackle all problems in this area, including corruption, migration 
and terrorism.  It also guarantees consultation with civil society on programs supported by the 
European Union. For the next five years, the Agreement has a financial envelope of €13.5 billion. The 
programming of these resources in strategy papers and indicative programs has been completed for 68 
countries and 6 regions. 
 

The EC has also reformed the way it provides budget support.  To improve ownership and 
sharpen a focus on results, we have moved away from policy conditions to a results-based approach. 
The effectiveness of budget support in making the MDGs happen also depends, of course, on 
commitment by governments to improve public financial management. Aid processes must support 
this, rather than undermine it with parallel systems of planning, resource allocation, and accounting. 
This is why the EC aims to move increasingly to sector programs and budget support. 
 

I believe that the development community needs to implement the DAC’s call to move 
towards the use of national systems wherever possible.  What is it that stops us doing so? We need 
also to truly focus on results in our own processes. The IFIs could helpfully give a lead in this by 
shifting the burden of their conditionality from policies and actions to outcomes and results. 
 
Adequate Resources 
 

Of course greater effectiveness of aid is essential. It is what we all manage for, and the EC is 
committed, as I have explained, to pressing this forward. But without a large enough increase in aid 
volumes we will fall short of making the MDGs happen. 
 
The EC has been asked to co-ordinate monitoring of the European Union’s commitments at 
Monterrey, which included an increase in aid effort to 0.39 percent of EU GDP, by 200623. In May 

 
23 The EU has made concrete commitments in 8 areas: (1) increasing aid volumes to 0.39 percent average in the 

EU by 2006, (2) taking concrete steps on coordination of policies and harmonization of procedures before 



 
 

114 
 

                                                                                                                                                       

the European Commission will present to the EU’s General Affairs and External Relations Council a 
report on progress in the present 15 Member States. As from next year, our reports will also include 
the situation in the 10 new Member States. 
 

The EC has pledged more than €1.275 billion to the HIPC initiative: as a donor we have 
transferred €734 million to the HIPC Trust Fund, while as a creditor the last tranche of  €545 million 
allocated for debt relief for loans from EIB will be disbursed in the 3rd quarter of this year.  
 

The issue of debt sustainability after HIPC relief is crucial.  The downturn of the global 
economy has affected the long term debt sustainability outlook for many countries negatively.  The 
EC is therefore committed to covering the potential cost of the topping-up, on a fair burden sharing 
basis, both as a creditor and as a donor to the Trust Fund. 
 
Global Initiatives  
 

If we are to make the MDGs for health and HIV/AIDS, education and water and sanitation 
happen, in particular, the major global initiatives in these fields need to be integrated effectively with 
national PRSs and planning and budgetary processes. 
 

The EC is an active participant in the Education For All Fast Track Initiative, a contributor  to 
the Global Fund for AIDS, TB and Malaria, and has the lead in the European Water Initiative 
announced in Johannesburg. We are committed to ensuring that there are sufficient resources for these 
needs, and also to ensuring that they are used to best effect. 
 
In order to ensure maximum effectiveness of these initiatives they have to be linked to national 
planning systems and to an allocation of funds that is carefully integrated with existing national 
systems.  
 
A Shared Task that Encompasses a Wide Range of Issues 

 
Making the MDGs happen will require a great deal more than aid resources.  In Doha, 

Monterrey and Johannesburg, developing and developed countries made concrete commitments in 
many fields.  Developing countries accepted the main responsibility for their own development by 
creating a sound macroeconomic environment and an appropriate framework for investments, 
guaranteeing that funds received are properly and effectively managed, committing to good 
governance and to achieving high standards of transparency and eliminating corruption.  Developed 
countries promised to increase the levels of resource flows, make efforts to increase aid effectiveness, 
and to improve market access for developing country products. 
 

The EC has begun to implement its commitment. In the pursuit of economic growth in ACP 
countries and their integration into the world economy, the Cotonou agreement foresees economic 
partnership agreements (EPAs) between the EU and regional groupings in the ACP countries. 
Negotiations were launched in September 2002.  This new concept supports regional integration and 
induces a widening of economic space and larger markets for domestic and foreign investors alike. 
For all Least Developed Countries the EC has already put in place its “Everything But Arms” 
initiative, to grant duty-free access to essentially all products except armaments from these countries. 
 

We need to ensure that these non-aid issues are also moved forward more broadly.  Reduced 
global economic growth prospects will impede poverty reduction in developing countries and action 
to remove barriers to trade and investment that hurt poor people in developing countries is becoming 

 
2004, (3) untying of aid to least developing countries (4) increasing trade related technical assistance and 
capacity building (5) to further work on global public goods (6) to further explore innovative sources of 
financing  (7) to influence the reform of the International Financial System, strengthening the voice of 
developing countries  and enhancing coherence between the UN, the IFIs and WTO and (8) to restore debt 
sustainability in the context of the enhanced HIPC initiative.  
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increasingly urgent.  Signs of trade negotiations becoming bogged down are all the more worrying.  A 
development friendly outcome of the “development round” of trade negotiations remains essential. 
 

We have many challenges ahead of us, and the list of areas of work could go on for pages. It 
includes for instance actions in the fields of untying of aid and harmonisation of donor-procedures, 
issues to which the EU has committed itself at its Barcelona summit. But the essential message should 
be clear: making the MDGs happen is the central global task of this century, and the EC has made a 
start on its central role in that task.  
 
 
Statement by Mr. Lennart Båge, President  of the Iternational Fund for Agricultural 
Development 
 

It is an honor to be a part of this session of the Development Committee.  This Committee 
convenes at a sobering time.  It is a time of division and uncertainty, of conflict and of famine.  Yet, it 
is also a time of hope.  As this session demonstrates, it is a time when nations can set aside differences 
to focus on aims that unite rather than divide, aims such as ending poverty, halting the spread of 
disease, and extending education, water and sanitation to all the world’s people. 
 

United in the cause of human progress, the global community has reason for optimism. 
Together, we are generating real results in the campaign to end poverty. Hundreds of millions of poor 
rural people have overcome poverty.   Clearly, it is within our power as a global community to meet 
the central challenge posed by the Millennium Development Goals: halving extreme poverty  by 
2015. 
 

Yet, our task is far from complete.  With 1.2 billion people struggling to survive every day on 
less than a single dollar, poverty is very much still with us.  Its consequences – hunger, epidemic 
disease, migration, environmental erosion  and  strife – continue to ensnare far too many people. 
Famine, too, continues to pose a striking challenge.  In Africa alone, some 38 million people in 21 
countries are threatened by a famine.   Africa simultaneously  faces an AIDS epidemic that has taken 
the lives of some 20 million Africans and infected an additional 30 million.  By weakening Africa’s 
families, its agricultural sector, and the ability of its governments to provide public services, AIDs is 
increasing vulnerability to famine and exacerbating the poverty situation.  In turn, deepening food 
insecurity and poverty, and weakening public institutions, are creating conditions for the wider spread 
of the HIV/AIDS pandemic.  There is a serious risk in parts of Africa that the three interlinked crises 
of HIV/AIDS, food insecurity and erosion of public institutions are being caught in a vicious cycle.   
 

Clearly, to achieve the Millennium Development Goals in this context, we must do more, but 
we must not simply do more of the same. Our efforts need a new focus if they are to be successful.  
Today, too little of the world’s attention goes to developing rural communities.  Not only are most of 
the extreme poor rural, but, in most low-income countries, the rural poor represent the large minority, 
or even the majority of the population. 
 

It is these poor rural producers who hold the keys to achieving the Millennium Development 
Goals. Increasing their productivity would not only mean more income in their hands, but also more 
food on their plates. This would also increase food supplies for urban populations.  Furthermore, 
better-off producers can build on growing rural output and buying power to enhance their own 
production. This can trigger a virtuous cycle of rural development and urban progress.  In fact, for 
most low-income countries the best way to achieve higher overall economic growth is by bringing 
about more rapid rural development.  
 

Agriculture and related rural activities are the largest source of employment in most low-
income countries, generate the bulk of exports and account for a substantial proportion of overall 
GDP.  Moreover, it should be remembered that historically, growth in agricultural productivity, 
incomes and output provided the foundation for economic growth in today’s industrialized countries 
and have done so in recent years in the industrializing countries in East Asia.  Rapid and sustained 
rural development could play the same role in accelerating growth in today’s poor countries. 
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Despite these clear benefits for poverty reduction and wide economic development, funding 
for agriculture and rural development has dropped by 50 percent over the past 15 years. Here again, 
however, there is room for optimism. There is a growing international recognition that achieving the 
Millennium Development Goals demands a reinvigorated focus on the development of rural 
communities and the agricultural sector.  
 
We saw this recognition at the Financing for Development Conference in Monterrey and at the Rome 
World Food Summit last year.   We saw it at Johannesburg at the World Summit on Sustainable 
Development; and we saw it in the NEPAD agreement.  We will see this much-needed recognition 
again in Geneva, when the Economic and Social Committee will devote this year’s  High-Level 
Segment to “Promoting an integrated approach to rural development in developing countries for 
poverty eradication and sustainable development." It is my hope that this spirit will also prevail in 
Cancun during the next WTO Ministerial Meeting. 
 
The recently concluded negotiations on IFAD’s Sixth Replenishment also stand as testimony to the 
resurgence of commitment to rural areas. The Replenishment reached a significantly higher level than 
the previous Replenishment.  Developing Member States of IFAD contribute more than 20% of the 
total Replenishment resources, highlighting the high priority they attach to rural development.  
 
 The successful replenishment  is a strong recognition by nations -- rich and poor, donor and 
recipient –  of  the potential and urgency  of  enabling the rural poor to overcome their poverty. We 
look forward to working with all of our development partners, particularly the  poor, to build on this 
progress, and to turn resources into results in rural communities. 
 
 
Statement Submitted by Mr. Juan Somavía, Director-General of the International Labour 
Office 
 
 The outlook for the world economy is a source of great concern to the ILO.  In addition to the 
downside risks discussed in the World Economic Outlook, there is now the new shock of SARS that 
threatens to slow growth in South-East and East Asia and beyond.  If this materializes it would be 
another blow to the global economy since the strong performance in this region has been a significant 
factor in preventing global growth from falling even further than it has in the past two years.  
Moreover, the most recent economic indicators for the industrial countries have been disappointing. 
As a result, some private sector forecasters now fear that growth of the global economy in 2003 will 
be as low as 2 to 2.5 percent, significantly below than the WEO forecast of 3.3 percent. 
 

In this light, there is increased urgency for the industrial countries to provide as much further 
policy stimulus as possible.  This includes a further easing of monetary policy and greater tolerance of 
a temporary rise in fiscal deficits, especially when this results from the operation of automatic 
stabilizers.  Similarly, the dynamic Asian economies need to take effective public health action to 
prevent the spread of SARS as well as to exploit the scope that most of them still have for monetary 
and fiscal stimulus. 
 

The ILO appreciates the detailed analysis carried out by the IMF’s WEO regarding the 
relationship between institutions and economic performance that provides a number of useful insights 
and assessments. It is an important and very welcome subject for consideration in the WEO. Such an 
analysis, however, would be further strengthened in future if the actual role played by specific 
institutions (e.g., constitutional structures, labor market institutions, financial institutions, etc.) are 
considered rather than the present predominant reliance on measures of governance based on 
perceptions. Such IMF research would also be strengthened by including consideration of institutional 
complementarities; i.e. institutions may be functional or dysfunctional depending on the way they are 
combined with others (e.g. synergies between different labor market institutions as well as between 
labor market institutions and financial and other institutions). 
 

The ILO notes that the assessment of the positive role of institutions to promote economic 
performance in the WEO is somewhat reversed in the chapter on Labor Market institutions (Chapter 
IV) where the more classic IMF argument is reiterated suggesting that the significant reform (e.g., 
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“deregulation” leading to “less generous” unemployment insurance, “lower” levels of unionization, 
and “less” employment protection) of labour market institutions would be beneficial for countries as 
they are “associated with higher unemployment”. The ILO would suggest, however, that labor market 
institutions might also be usefully assessed from a perspective of reform measures that would actually 
be targeted at strengthening the positive impact on economic performance of labor market 
institutions/policies that promote the generation of employment, provide greater employment and 
social protection, and strengthen the capacity of trade unions and employers’ organizations. 
 

Our review of the Appendices related to Chapter IV, would suggest that the WEO text takes a 
more negative and unambiguous position regarding the impact of benefit replacement rates and higher 
unionization rates upon unemployment than is warranted by the data in Table 4.3. We have raised a 
number of specific concerns in our Comments regarding how the available data was interpreted and 
analyzed.  Nevertheless, the ILO believes that the IMF interest in labor market institutions in the 
WEO provides both the IMF and the ILO with new opportunities to develop enhanced economic 
analysis and dialogue concerning ways to strengthen the impact of labor market institutions on 
achieving both poverty reduction and economic and financial stability. It could thus help generate new 
interest and a better understanding of the role of labor market institutions within the international 
economic and financial community. 
 

The world can ill-afford another serious economic downturn, particularly in view of its 
impact on developing countries and of the serious challenges that remain with respect to be attainment 
of the Millennium Development Goals. The present state of extreme uncertainty over growth 
prospects does not bode well for achieving the shared objective of the international community of 
making globalization work for all. It is thus timely to examine the existing pattern of globalization 
with a view to ensuring higher and more stable growth and making it less unbalanced and more 
inclusive. In this context you may be aware the World Commission on the Social Dimension of 
Globalization that was established by the ILO early last year is now in the final phase of its work and 
will be releasing its Report towards the end of this year. This Commission, co-chaired by the 
Presidents of Tanzania and of Finland, has the remit to make proposals on how globalization can be 
reshaped to yield greater benefit to more countries and to more of the deprived in the world. This is 
indeed a challenging task but one that can hardly be avoided. I take this opportunity to thank Mr. 
Wolfensohn and Mr. Köhler for having taken the time to hold personal dialogues with the 
Commission and for the technical inputs that the World Bank and the Fund have provided to its work. 
 

Among the key issues that the Commission is considering is naturally that of global 
governance. I am therefore pleased that the Development Committee has before it a paper on the issue 
of enhancing the voice and participation of developing and transition countries in decision-making at 
the World Bank and the IMF. The fact that this issue is being discussed at all testifies to the enormous 
inequalities in income levels that exists within the family of nations today. I am sure all would share 
the hope that the problem will ultimately solve itself through a stronger convergence in the rates of 
growth between rich and poor nations. But in the very long interim period before this is likely to 
happen there is a strong moral and pragmatic case for doing whatever is possible to mitigate the 
problem. I therefore hope that all the feasible proposals contained in the paper to move towards this 
end will be adopted as soon as possible. But as the paper itself acknowledges this should be seen as 
the first step in an ongoing process to find deeper and more satisfactory solutions to the problem. The 
obstacles to changing the status quo that are pointed out in the paper are indeed daunting but this 
should not deter us from persevering with the task. 
 

The ILO is engaged in playing its part in achieving the MDGs and it therefore welcomes the 
priority that the development Committee has attached to monitoring the policies and actions for its 
achievement. It also welcomes the concept of ‘institutional comparative advantage’ espoused in the 
paper setting out a framework for this monitoring exercise. This will involve ‘individual international 
agencies leading the monitoring work in the specific areas of their respective mandates and expertise’. 
This is an eminently sensible approach that is also in keeping with necessary effort to achieve greater 
coherence within the multilateral system. The ILO looks forward to contributing to this process. From 
this perspective, we note that the list of key issues that has been identified as part of the initial 
monitoring exercise in developing countries does not explicitly include the issue of fundamental 
human and labor rights. While the paper rightly stresses the importance of raising the quality of 
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governance it seems to overlook the fact that this can only be achieved when it is firmly grounded in 
the  full respect for fundamental human and labor rights. The ILO also believes that respect for 
fundamental labor rights, and the social partnership that this fosters, has a key role to play in both 
promoting and maintaining good governance. 
 

While we fully endorse the priority given, in the same paper, to the need for developed 
countries to increase market access for developing country exports and to provide more and better aid, 
we also note that this leaves out other important imbalances in the functioning of the global economy. 
Progress on issues such as the reform of the international financial system, the provision of global 
public goods, and the reform of the global governance are also important for easing the external 
constraints faced by developing countries. 
 
Still on the subject of the framework for monitoring progress on achieving the MDGs we note the 
statement in the Note from the President of the World Bank that the agreed division of responsibilities 
with the UN involves ‘the UN taking the lead on monitoring progress in achieving the MDG 
outcomes and the Bank and the Fund taking the lead on monitoring of policies and actions needed to 
achieve the MDGs.’ We trust that this division of responsibilities is not treated too rigidly since the 
distinction between outcomes and policies is to some extent an artificial one. The UN and its 
specialised agencies are also actively engaged in the promotion of policies and actions for the 
achievement of the MDGs and this should be taken into account in the collaboration between the UN 
and the Bank and the Fund on the MDGs. 
 
 
Statement by Mr. Amadou Boubacar Cisse, Vice-President of Operations of the Islamic 
Development Bank 
 

The Islamic Development Bank (IsDB) has the pleasure to participate in the 67th Meeting of 
the Development Committee, which will discuss, among others, mechanisms for enhancing the voice 
and participation of developing countries and economies in transition in the decision-making process 
related to the provision of development assistance. Obviously, this agenda item assumes special 
significance for all these countries, including IsDB member countries, as it is considered at the 
moment when we continue to address the substantive issue of achieving the Millenium Development 
Goals (MDGs) by accelerating progress towards education for all, combating the HIV/AIDS, and 
improving access to water and sanitation. As expected, the agenda of our meeting also cover other 
equally important issues, which require further discussion and are related to the collaboration between 
Bretton Woods institutions and other multilateral financial institutions, including the IsDB Group. 
These issues include progress in supporting enhanced HIPC Debt Initiative and in harmonizing 
operational policies and procedures.  

 
As our member countries are expecting fruitful debate and suitable decisions from our 

gathering, the IsDB would like to briefly give its view on recent economic performance and trends in 
the transfer of resources and comment on each item on the agenda, highlighting its current position 
and identifying areas for further cooperation and partnership. 

 
Recent Economic Performance  

 
To begin with, IsDB member countries, like other developing countries, have benefited from 

the recovery from the short-lived recession experienced by the global economy in 2001. The global 
GDP growth recovered from 2.2 percent in 2001 to 2.8 percent in 2002.  With this economic recovery 
and a turnaround in high-tech markets in industrial countries, world trade in goods and services 
increased in volume terms by 2.1 percent in 2002, also recovering from a negative rate of growth in 
2001.  

 
Concomitant with the world economy, the real GDP growth rate of IsDB member countries as 

a group increased from 3.4 percent in 2001 to 3.7 percent in 2002.  However, although the overall 
economic performance of member countries in terms of GDP growth rate was higher than the growth 
rate of the world as a whole, it remained below the growth rate of developing countries. The real GDP 
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growth rate for the developing countries as a group increased from 3.9 percent in 2001 to 4.2 percent 
in 2002.   

 
Achieving the MDGs and Related Outcomes 
 
 Regarding the first major item on the agenda of our meeting this year, the IsDB expresses its 
concern about the significant gaps in the achievement of the MDGs, particularly in Sub-Saharan 
Africa. Accordingly, the IsDB supports the efforts for developing a framework for monitoring policies 
and actions aimed at achieving the MDGs in general as well as at scaling-up activities in the areas of 
education for all, health, HIV/AIDS, water and sanitation. The IsDB is confident that all these efforts 
will contribute in accelerating the progress and mitigating the risks towards attaining the MDGs. No 
doubt, this acceleration is crucial for our credibility after the commitments made in various fora, 
including Doha WTO Ministerial Conference, Monterrey Conference, Johannesburg Conference, and 
more recently Rome High-Level Forum on Harmonization and Kyoto World Water Forum. 
 
A Framework for Monitoring Policies and Actions 
 

Although the IsDB has not been directly involved in the elaboration of the conceptual 
framework for the monitoring of the essential policies and actions for achieving the MDGs and for 
assessing the status of their implementation by developing and developed countries, it agrees with the 
general approach and shares the idea of instituting a regular reporting mechanism to the Development 
Committee.  In reality, the priorities for action highlighted by the Bretton Woods institutions in the 
proposed framework are already subject to a large consensus.  No doubt, better progress on achieving 
the MDGs may be made possible if priority is given to accelerate economic growth, enhance the 
capabilities of poor to participate in growth, improve the environment for private sector by 
strengthening the rule of law and infrastructure, improve the quality of governance and the capacity of 
public sector, increase the effectiveness of the delivery of services to poor people, provide better 
market access to developing countries, and improve aid effectiveness.  

 
While the IsDB is confident that adequate solutions will be found for resolving the technical 

issues related to the development of a monitoring and reporting framework for tracking 
implementation of agreed policies and strategies, it expresses its desire to be associated with this 
process along with all concerned stakeholders. In this context, we fully agree with the idea to give the 
leadership for monitoring work in a specific area on the basis of institutional comparative advantage 
and expertise. As one of the partner agencies, the IsDB stands ready to contribute in impact analysis 
of its developmental assistance towards achieving MDG targets within its available financial and 
human resources. Among others, the IsDB may participate in enhancing the statistical capacity 
building of its least developed member countries (LDMCs) through its technical and cooperation 
programs.  
 

In this context, the IsDB Group will also continue to distill and learn from the experience of 
Bretton Woods Institution and other multilateral institutions in monitoring policies, actions and outcomes 
related to the achievement of MDGs.  Obviously, learning from this experience is very useful for the 
IsDB Group, which is currently in the process of finalizing a new vision, mission and strategic framework 
and exploring ways and means for increasing the developmental impact of its technical and financial 
assistance. 

 
Progress Report and Critical Next Steps in Scaling Up  
 
 Like other stakeholders, the IsDB is aware of the difficulties encountered in achieving 
outcomes commensurate with the scale of the challenges in areas such as education for all, health, 
HIV/AIDS, water and sanitation. It fully supports the efforts at national, regional and international 
levels for accelerating the process of scaling-up in these crucial areas for socio-economic 
development. However, the IsDB do agree with the idea of adopting a performance-based approach to 
scaling-up if this approach does not lead to tougher conditionalities and remains flexible to cover 
slippages due to exogenous shocks or external factors. 
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The IsDB supports the efforts for scaling-up and would like to remind on the need for 
mobilizing adequate concessional resources. This mobilization effort is required to fill the residual 
financial gap, estimated at more than US$20 billion in incremental annual ODA to finance the 
scaling-up in the context of education for all, health, HIV/AIDS, water and sanitation. In this regard, 
the IsDB considers that a realistic approach should be adopted because raising undue expectations on 
resource mobilization may lead to frustration and loss of momentum. Moreover, the IsDB wishes that 
the resources to finance the cost of scaling-up in these specific areas should constitute additionality 
rather than substitute the resources needed for financing programs aimed at achieving other MDGs 
and objectives, especially poverty reduction targets. Given the critical situation of LDMCs in the 
African region, the IsDB contributed in the scaling-up of development assistance in the context of 
NEPAD initiative. 

 
As a development financing institution, IDB extended a cumulative amount of US$3.5 billion 

for project financing in the African region, 60 percent of which was on concessional terms to the least 
developed African member countries. The outcome of IDB’s developmental assistance in the African 
region resulted in the building of 6000 km of roads, about 3700 water points, 3300 class rooms, nearly 
200 health care centers, and a quarter million of hectares of irrigated land.  

 
In partnership with NEPAD, the IDB Board of Governors in its 27th meeting of October 2002 

held in Burkina Faso issued a declaration on “IDB Group Cooperation with Africa”. This declaration 
commits the IDB Group an additionality of financing resources amounting to US$2 billion to be 
allocated to African least developed member countries over a period of five years. The IDB Board of 
Governors requested the Executive Directors to adopt policies and procedures so as to ensure 
expeditious and efficient utilization of financing resources, integrate financing aspects with the 
required supporting measures, and to focus project financing in line with the NEPAD sectoral 
priorities. While seeking to accelerate economic growth, the focus of IDB’s development assistance in 
the African least developed member countries will be in areas of technical education and vocational 
training, spreading the system of primary health care, development of water resources in agriculture 
sector, and promotion of private sector activity, particularly at the level of small and medium size 
enterprises. All these areas of focus are expected to provide a sustainable basis for poverty reduction 
by improving employment and income-generating capacity in rural areas. 

 
Education for All 

  
The IsDB attaches a great importance to the ongoing activities aimed at promoting education 

in developing countries, including mainly actions taken so far for implementing the Education For All 
Fast Track Initiative. It shares the concern arising from the high number of countries that are at risk on 
achieving universal primary completion by 2015. But, at the same time, the IsDB shares the idea that 
the achievement of the MDG in this area remains within reach because it is always possible to 
increase primary completion rates by 3 per cent yearly as has been successfully achieved by many 
countries during 1990s. Of course, this requires a transformation of the existing education systems, 
taking into consideration the situation and conditions of each country.  
 
 The IsDB is pleased to learn that among the first seven countries which qualify for the 
Education For All Fast Track Initiative, four are members of the Bank, namely Burkina Faso, Guinea, 
Mauritania and Niger. We will continue to support other member countries, which are behind the 
MDG target of universal primary completion, in their efforts to develop good education policies and 
be, therefore, included in the Initiative for receiving quick and additional technical and financial 
support from the development community. It is highly commendable that in the first year of 
implementation of the Fast Track Initiative, there has been significant progress. One important 
contribution of the Initiative has been to galvanize global momentum on Education for All.   
 

Since inception, the IsDB has made serious efforts to promote education in its member 
countries as part of its overall human development strategy. It has financed many projects and 
technical assistance in education sector, particularly in primary and vocational education. Our 
LDMCs have benefited from around one third of total approvals which were mainly financed through 
concessional financing from our ordinary resources as well as through our Special Assistance 
Operations in Muslim communities in non-member countries. 



 
 

121 
 

 
Health, HIV/AIDS, Water and Sanitation 

  
The IsDB expresses its deep concern about the rapid spreading of the disease in all regions 

and particularly in Sub-Saharan Africa. In 2002, available data show that this region suffered about 
3.5 million new infections and lost 2.4 million people because of AIDS.  It appears, therefore, that 
despite the efforts made towards achieving the MDG of halting and reversing the spread of HIV/AIDS 
by 2015, the epidemic continues to increase in Sub-Saharan Africa where now more than 29 million 
are living with the infection, including around 3 million aged under 15.  

 
Recognizing that the rapid expansion of HIV/AIDS has negative effects on building human 

capital in Sub-Saharan Africa and in other regions, the IsDB considers that greater efforts are still 
needed to elaborate efficient strategies at the national, regional and international levels by taking into 
consideration, among others, the actual factors explaining the deterioration of the situation leading to 
the increased incidence of such diseases. In this context, it is hoped that besides the ongoing efforts to 
bridge the financial gap between the available funding and the needs, UNAIDS and its partners will 
explore a more concrete course of action.  

 
 For its part, the IsDB will continue to adopt a comprehensive approach to health sector, 
including HIV/AIDS through the provision of technical and financial assistance to its member 
countries in general and its LDMCs in particular for strengthening their health human and physical 
infrastructure. Within its Strategic Agenda, the IsDB has focussed on supporting primary health in its 
member countries as one of the priority sector for allocating both its OCR and special funds. 
Accordingly, its health projects and programs have constituted an important proportion of its portfolio 
and covered various kinds of diseases and health problems and benefited both the rural and urban 
population.   
 
 Concerning water and sanitation, the IsDB has actively participated at the Third World Water 
Forum held in Kyoto, Japan, and welcome the shift of emphasis to action. This shift is timely because 
urgent solutions should be found to better satisfy one of the basic human needs and succeed in 
reducing, among other, the number of children killed by diarrhea. Currently, around six children per 
minute die from disease caused by unsafe water and inadequate sanitation. Many IsDB member 
countries are clearly falling well short of the MDGs in water and sanitation. For instance, in member 
countries in the Middle East and North Africa region, which is considered as a region of water 
scarcity, the quantity of water per inhabitant will likely continue to fall, reaching only 500 cubic 
meters per year in 2025 from 3430 cubic meters per year in 1960. 
  

Accordingly, the IsDB considers that, in order to address effectively this deteriorating 
situation, collective actions are required on both the demand side and the supply side of the water 
equation. In this regard, the IsDB took note of the strong commitment to achieve sustainable access to 
water and sanitation in developing countries, including IsDB member countries, as well as of the 
progress of scaling-up in this area. It understands that changes and reforms should cover, among 
others, consumption behavior and demand management as well as water supply infrastructure and 
storage capacity.  This implies that one of the major challenges is to increase development assistance 
in this area. In this respect, while the IsDB is still in the process of analyzing various alternatives for 
mobilizing additional concessional resources, it will seek to target and support water supply and 
sanitation projects on sustainable basis, taking into consideration the specific needs of each region. 
For instance, in the Middle East and North Africa region, to which more than 50 per cent of our total 
water-related investments are devoted, the IsDB has moved away from an emphasis on irrigation 
development towards funding more projects to supply urban water and sanitation and to control 
pollution.     
 
Enhancing the Voice and Participation of Developing and Transition Countries 
 

The second major item on our agenda does not really need very detailed comment from our 
part. It is obvious that better cooperation between the World Bank and IMF is essential for broadening 
and enhancing the participation of developing and transition countries in their decision-making 
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process. This enhanced participation is consistent with the current efforts for improving development 
assistance effectiveness. 

 
While the IsDB is confident of the capacity of the Bretton Woods institutions to adopt the 

necessary changes in order to strengthen the participation of their developing and transition countries, 
joint efforts are necessary to overcome differences between these institutions and other multilateral 
development banks and financial institutions.   

 
In fact, the IsDB does not really face internally this kind of problem since its membership is 

composed exclusively of developing countries and countries with economies in transition. Unlike 
other regional development banks, such as the African Development Bank and the Asian 
Development Bank, there are no developed countries as non-regional members in the IsDB. However, 
some of the issues raised under this subject are also relevant to the IsDB Group. These include mainly 
the voting structure and strength, the capacity for owning programs and projects financed, the level of 
decentralization, the degree of transparency, the diversity of staffing, etc. Like for Bretton Woods 
institutions and other multilateral development institutions, the voting structure in IsDB is dependent 
on the number of shares subscribed. However, the tradition to rely more on consensus rather than on 
majority has facilitated the participation of all IsDB member countries in the process of decision-
making both at the level of the Board of Governors and Board of Executive Directors. In addition, the 
increase in the number of Executive Directors, the establishment of regional offices and the diversity 
in staffing have improved the participation of LDMCs and member countries in transition from 
Eastern Europe and Central Asia in the activities of the IsDB Group.     

 
On the other hand, this subject is relevant to the IsDB as far as the relation of its member 

countries with major international institutions is concerned. The IsDB is fully aware of the concerns 
expressed by developing countries about the weaknesses of their voice in various fora as well as the 
solutions that they have already suggested in view of improving their participation in the global 
process of decision-making. In this regard, the IsDB has already responded at its level by putting in 
place various programs aimed at enhancing the voice and participation of its member countries in 
designing the new economic, financial and trade order. For instance, the IsDB continues to assist its 
member countries in general and the LDMCs in particular, in strengthening their negotiation skills 
and institutional capacities in order to successfully face challenging negotiations with their partners 
from developed countries under WTO. Within the framework of its WTO- related technical assistance 
program, the IsDB has helped its member countries in coordinating their positions on major issues put 
before WTO Ministerial Conferences. In particular, it has organized several consultative meetings of 
OIC member countries in order to provide a forum for the exchange of views on agenda items of these 
conferences.   

 
In sum, the IsDB welcomes the efforts of Bretton Woods institutions in enhancing the voice 

and participation of developing and transition economies in their decision-making process and 
suggests that these efforts should be extended to cover other leading multilateral financial institutions 
as well as major international organization such as WTO. Accordingly, we stand ready to learn from 
the experience of Bretton Woods institutions and other organizations in this important area for our 
countries. 
 
Other Business 
 

HIPC Initiative.  Concerning the first item under other business relating to the progress in the 
implementation of the HIPC Debt Initiative, while we would like to express our satisfaction for the 
success of Benin in recently reaching its completion point under the enhanced HIPC Initiative, joining 
other IsDB member countries, namely Burkina Faso, Mauritania, Mali, Mozambique and Uganda, we 
think that the process is still not as fast as expected. It is to be noted that after the launching of the 
enhanced HIPC Debt Initiative in 1999, only eight developing countries have reach their completion 
point.  
 

For its part, the IsDB has already committed itself to support its fourteen member countries, 
which had qualified so far for debt relief under the enhanced HIPC initiative. For these countries, the 
cost to IsDB is estimated at around US$ 123.9 million in NPV terms.  In this context, the Bank has 



 
 

123 
 
approved and in some cases fully implemented debt relief packages for Benin, Burkina Faso, 
Cameroon, Chad, Gambia, Mali, Mauritania, Niger, Senegal and Uganda. While for Mozambique the 
IsDB has no exposure at the country’s decision point, debt relief packages for three other member 
countries, namely Guinea, Guinea Bissau and Sierra Leone are expected to follow in 2003-2004.  As 
general policy, the IsDB will continue to provide its debt relief in the form of rescheduling of the 
debts over a period of 25 years, applying the front-loading of debt assistance to arrive at reasonable 
repayment timeframe and providing, if necessary, additional concessional loans targeted at programs 
identified in Poverty Reduction Strategy Paper. Additional concessional loans are provided when 
there are shortfalls in debt relief through rescheduling and when the concerned country has an 
adequate repayment capacity.  
 

The Rome High-Level Forum on Harmonization and the Results Agenda.  Concerning the 
second item under other business relating to the Rome High-Level Forum on Harmonization, the 
IsDB, which actively attended this important gathering, expresses once again its agreement to the new 
orientation given to the efforts in this area. In this regard, instead of continuing the efforts started few 
years ago which consisted in reducing differences in operational rules and requirements among 
multilateral development banks themselves, the focus is now on harmonizing the operational policies, 
procedures, and practices with those of beneficiary countries. This new approach is not only 
consistent with the Monterrey consensus but will better contribute to achieve the MDGs and improve 
the effectiveness of development assistance. The most challenging task ahead of us is to ensure that 
the techniques and project harmonization capacities in the member countries are built-up and 
sustained. It is, therefore, crucial for multilateral development banks to support the recipient countries 
in building their institutional capacities. 

 
In this context, while we recognize, like other multilateral and bilateral donors, that many 

issues require urgent collective action, we think that it is unrealistic to expect significant progress 
since the Rome High-Level Forum, which has just finished its deliberations on 25 February 2003. 
Obviously, more time is needed in order to tailor our practices to those of our member countries and 
remove the constraints to better country ownership and leadership of development assistance. Among 
others, many of our member countries have not yet adopted international standards and good practices 
and our capacity building assistance in this area is limited by the availability of concessional 
resources.  
 

It may be of interest to the Development Committee that the IsDB has recognized the need 
and importance of harmonizing the operational policies and procedures with its major financing 
partners, i.e. with the Arab Coordination Group, comprising the Saudi Fund for Development, the 
Arab Fund for Economic and Social Development, the Abu Dhabi Fund for Development, the OPEC 
Fund for International Development, the Kuwait Fund for Arab Economic Development and the Arab 
Bank for Economic Development in Africa. Beginning 1995, the IsDB together with the Arab 
Coordination Group have undertaken to harmonize their policies, procedures and practices in the 
appraisal of development projects, consultancy services, procurement and disbursement procedures. 
Presently, the Arab Coordination Group has eight sets of common procedures, guidelines and 
modalities of agreements for project appraisal, consultancy services for feasibility studies and detailed 
engineering design and supervision, guidelines for procurement of civil works, post-evaluation of 
completed projects, disbursement procedures and standardization of roster of consultants.  

 
The IsDB is committed to work with the multilateral development banks in the harmonization 

process and will render all support that is considered necessary for successful implementation of the 
harmonization policies with our development partners in the shortest possible time. In this regard, the 
IsDB has already adopted measures to facilitate harmonization through several policies and decisions 
in procurement and disbursement, financial management and audit and in the disclosure of 
information for combating corruption and fraudulent practices. 

 
While the IsDB Group stands ready to further harmonize its policies and procedures with 

those of the other multilateral development banks and share its modest experience in this area, it is 
pleased to stress that it has entered with the World Bank Group into new frontiers of cooperation not 
only in the field of harmonization, but also in joint cooperation in operational matters in the common 
member countries, exchange of staff and staff training. The World Bank has already provided the 
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IsDB with the services of experts in information technology, financial management and audit, 
activity-based budget and procurement. With the assistance of the World Bank, a modern Distance 
Learning Centre and a live database have already been set up at the IsDB Headquarters in Jeddah, 
Saudi Arabia. The videoconference facilities are being actively utilized, beginning with the 
harmonization virtual meetings among the World Bank, Asian Development Bank, African 
Development Bank, European Bank for Reconstruction and Development, Inter-American 
Development Bank and IsDB. The IsDB-World Bank partnership is also embarking on joint CAS 
missions and has already completed a joint country review for Jordan. These are few examples of 
cooperation between the World Bank and the IsDB, which will be further extended to other sister 
institutions and multilateral development banks. 

 
In conclusion, all the items on our agenda are important for the IsDB Group and its member 

countries, particularly for its least developed countries and have provided us the opportunity to share 
our experience and to further coordinate our efforts in enhancing the effectiveness of our development 
assistance. Accordingly, the IsDB Group is confident that the discussion in the 67th Meeting of the 
Development Committee will contribute to enhance, among others, the voice and participation of 
developing countries not only in the process of achieving the Millenium Development Goals but also 
in designing the new global economic order and financial architecture. 
 
Statement by Mr. Jean-Claude Faure, Chairman of the OECD Development Assistance 
Committee 
 
 In the last few months, the international development community has decisively embarked on 
implementing the commitments entered into in Monterrey and Johannesburg, by donors and partners 
alike, to improve their policies, practices and performance.  Experience sharing and strong 
partnerships have been developing between the World Bank, other multilateral banks, UN 
organizations and the OECD DAC, to foster and improve aid effectiveness, and to promote greater 
policy coherence. At the same time, sustaining the momentum for action and the scaling-up necessary 
to underpin successful implementation of the Monterrey consensus confronts our community with 
demanding challenges that will call for further steps toward achieving the MDGs and related 
outcomes. 
 
Monitoring and Aid Effectiveness 
 

The DAC will continue to build on its capacity, as the forum for bilateral donors, to monitor 
the effectiveness of their common efforts.  This is achieved in three ways.  The DAC tracks ODA 
commitments and disbursements.  It undertakes peer reviews to monitor individual members’ policies 
and programs and assess their effectiveness against their stated goals and policies.  And it produces 
common guidance on a broad range of issues to make aid more effective (e.g. poverty reduction and 
sustainable development strategies and policies, strengthened operational partnerships, governance, 
gender, environment, trade). 

Following the important joint progress achieved at the Rome High Level Forum on 
Harmonization (HLF) to enhance aid effectiveness and promote greater ownership by developing 
countries, the DAC has resolved to further foster the aid effectiveness agenda in the years ahead, 
promoting progress in implementing more effective delivery of aid by: (i) developing a framework of 
indicators on effective aid; (ii) enhancing the DAC peer review mechanism; and (iii) providing a 
forum where donors report progress against the commitments entered into at Rome.  To serve this 
agenda, the DAC has created a new DAC Working Party on Aid Effectiveness and Donor Practices.  
Its work will concentrate on harmonization and alignment with country strategies; measures of results 
and quality of aid programs; and untying. 

In the area of aid untying, the DAC has shown progress on the implementation of its 
Recommendation on untying ODA to the Least Developed Countries that may encourage Members to 
consider further widening of the scope of such endeavors.  On procurement, it has inaugurated, with 
the World Bank, a Procurement Roundtable process with development partners to strengthen 
procurement systems in developing countries around which donors can harmonize their procedures. 
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On aid effectiveness and results indicators there are mutually reinforcing initiatives in the 
Bank, the EC and a number of OECD DAC donor countries, building on experience with results 
based management, quality assurance systems, refinements to aid allocation systems, and attempts to 
satisfy the heightened demand for tangible results to justify the increased ODA flows following the 
commitments at Monterrey and in line with MDG8.  This work will also draw on donor Peer Reviews 
and increasingly address policy coherence, especially between aid, trade and agricultural policies in 
developed countries.  The indicators to emerge are expected to be both quantitative and qualitative, 
eventually providing a description of progress in this area over time. 

Overall, the relevance of Peer Reviews is prompting the DAC to refine and enhance them.  It 
is investing more thoroughly in methodology, with a view to more comparable analysis and 
conclusions that can better serve aid effectiveness through improving the policies and practices of 
Members, individually and as a whole.  There is also willingness to increase the sharing of Peer 
Review conclusions with partners. 

This emerging agenda will help to shape approaches to shared responsibility, or mutual 
accountability, as the pursuit of enhanced partnerships requires both partner countries and donors to 
implement them with equal responsibility, clarify and abide by their commitments, and mutually 
monitor and manage results in an open and transparent manner.  This includes interaction with 
NEPAD, which will be discussed at the April 2003 DAC High Level Meeting.  Exploratory 
discussions have been carried out by the DAC and UNECA Secretariats to identify possible ways and 
means for facilitating a consultation process—including mutual reviews—between African countries 
and OECD Member countries.  The process would permit each community to assess performance of 
all concerned in working to achieve the MDGs, including through: improved governance for 
development progress in Africa; greater policy coherence; increased aid flows; and further 
harmonization efforts on the part of the donor community.  

This work, along with reflections below on aid allocations and alignment, will—through the strong 
partnership between bilateral and multilateral donors—help to inform the monitoring platform being 
proposed by the Bank.  The measures of aid quantity are well developed, but can be enhanced by 
looking at how ODA addresses the MDGs.  Measures of aid quality and summary analysis of donor 
programs and policies will become available from Peer Reviews and the new DAC Working Party on 
Aid Effectiveness and Donor Practices.  The DAC are also well placed to help with three other 
aspects of the platform: promoting the necessary statistical capacity in partner countries through the 
PARIS21 initiative hosted by the DAC Secretariat; working with WTO to provide data and analysis of 
trade capacity building; and further work in the DAC’s Governance network to select and refine 
governance indicators. 
 
Scaling up to meet the MDGs  
 

As well as calling for making aid more effective and delivering it more efficiently, the 
Monterrey Consensus secured donors’ commitments to reversing the long decline in aid volume.  
Since the Conference, a number of DAC Members have made further announcements of increases to 
their development co-operation budgets.  These commitments are starting to be delivered, but will 
take time to show up in the aid numbers.  The DAC has estimated—through Secretariat simulations—
that fulfilling these commitments and plans would raise ODA in real terms by 31 percent—about 
USD 16 billion—by 2006.  This would raise the ODA/GNI ratio from 0.22 percent in 2001 to 0.26 
percent in 2006.  Table 1 at the end of this statement shows the commitments made by each DAC 
Member.  

As one step in measuring aid effectiveness, there have been a number of calls to link ODA 
inputs to the MDGs.  The DAC Secretariat has drawn on its comprehensive data collection to produce 
a first attempt at such a linkage.  This is shown in Charts 1 and 2, in the Annex to this statement, 
which supplement existing analyses of ODA by volume, destination (countries, income groups, 
regions) and by sector.  They provide a baseline snapshot from which to discuss the needs for, and 
targeting of, further ODA to meet the MDGs.  The presentation is an approximation, but is about as 
accurate as possible given the data available.  Chart 1 indicates that in 2000-2001 over 40 percent of 
total ODA—some US$ 21 billion—directly addressed MDG Targets 2 to 18 as well as MDG Target 
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1—income poverty reduction.  Chart 2 shows that the picture was similar for each income group—
with between 40 and 45 percent directly addressing other MDGs in addition to income poverty.   

New global funds may be instrumental in scaling up.  But the relationship between global 
funds and country funding is an emerging issue that merits in depth consideration by the international 
development community, in the Development Committee and other fora.  Seizing the opportunity of a 
Seminar recently held on aid allocations, DAC Members acknowledged again the importance of 
allocating increased aid for global and regional approaches and joint action.  Agricultural research 
represents an area directly relevant to poverty reduction, where evaluation has shown high returns.  
There are also needs for global programs in health research and in other areas, such as ICT.  And such 
programs can help build public support for further increases in aid to implement and go beyond the 
encouraging commitments made at Monterrey.  There are calls, partly in the name of the MDGs, for 
additional global funds that would carry out activities at the national level.   

At the same time, we are agreed that key to aid effectiveness and poverty reduction is supporting 
country-owned and led Poverty Reduction Strategies.  These two approaches will be mutually 
supportive provided they lead to, and nurture, operational partnerships fostering consistency and 
coherence. To limit the number of global funds whose objective is not global or regional research and 
innovation but is rather financing national programs may constitute a step in this respect. Another 
would be to systematically ensure that, when such funds carry out national programs, there are 
mechanisms for consistency with overall country sectoral programs and Poverty Reduction Strategies. 
The ECOSOC meeting in July on the financing of UN operational activities may provide a further 
opportunity to reflect on fostering coherent approaches to alignment of development financing. 
 
Growth and the Role of the Private Sector  
 

The Monterrey platform has vividly illustrated that ODA is only part of the picture, when it 
comes to considering development finance in all its dimensions.  Achievement of the MDGs will 
require pro-poor growth and creating an enabling environment in which private enterprise, especially 
SMEs, and investment—local and foreign— and can flourish, as the engines for growth, enhanced 
income and expanded employment. 

OECD ongoing work on growth also applies, mutatis mutandis, to developing countries 
situations and policies.  Efforts are needed in areas such as entrepreneurship and enterprise creation, 
business services, ICT deployment, innovation and technology, physical infrastructure, access to 
assets and human and institutional capacity building in order to strengthen supply side capacities.  
This will be instrumental for developing countries to better take advantage of investment and trade 
opportunities resulting from their own and others’ efforts on the policy front. These concerns will 
continue to shape DAC Members’ reflections and orientations for development policies. 

Governments, developed and developing, have a key role to play in ensuring that growth is 
pro-poor, i.e. involving the poor in generating growth and in benefiting from it.  The DAC is 
dedicating its work on sustained growth and poverty reduction to two interconnected themes.  One 
concerns the OECD horizontal project on policy coherence for development, to enhance 
understanding of the development dimensions of OECD member policies and their impacts on 
developing countries, and to focus squarely and monitor progress on strategic areas such as trade, 
agriculture, investment, migration and new technologies.   

The other concerns ODA contributions to generating rapid growth that is pro-poor, embracing 
areas such as private sector development, FDI, trade capacity building, agriculture, ICTs.  The role of 
using ODA as a catalyst for attracting private funding and the role of public-private partnerships 
should attract increasing attention when it comes to discuss such innovative financing mechanisms, for 
instance for infrastructure or ICT for development. 

.
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Table 1.  DAC Member ODA Commitments at or since Monterrey 

(US $m) Percent
Austria 533 0.29% 0.33% 2006 676 0.33% 143 27%
Belgium 2 867 0.37% 0.7% 2010 1,368 0.53% 501 58%
Denmark 1,634 1.03% >0.7% n.a. 1,489 0.85% -145 -9%
Finland 2 389 0.32% 0.4% 2007 514 0.39% 125 32%
France 2 4,198 0.32% 0.5% 2007 6,740 0.46% 2,541 61%
Germany 4,990 0.27% 0.33% 2006 6,708 0.33% 1,718 34%
Greece 202 0.17% 0.33% 2006 427 0.33% 225 112%
Ireland 2 287 0.33% 0.7% 2007 591 0.62% 304 106%
Italy 1,627 0.15% 0.33% 2006 3,948 0.33% 2,321 143%
Luxembourg 141 0.82% 1% 2005 189 1.00% 49 35%
Netherlands 3,172 0.82% 0.8% Already 3,410 0.80% 237 7%
Portugal 268 0.25% 0.33% 2006 390 0.33% 121 45%
Spain 1,737 0.30% 0.33% 2006 2,090 0.33% 353 20%
Sweden 1,666 0.81% 1% 2006 2,277 1.00% 612 37%
United Kingdom 4,579 0.32% 0.4% 2005-06 6,321 0.40% 1,742 38%
EU Members, Total 26,290 0.33% 0.39% 2006 37,138 0.43% 10,849 41%
Australia 3 873 0.25% 3% real increase in 2002-03 964 0.25% 91 10%
Canada 1,533 0.22% 8% annual increase to 2010 2,252 0.28% 719 47%
Japan 4 9,847 0.23% Stable at circa $8.5 bn from 2003 8,500 0.20% -1,347 -14%
New Zealand 112 0.25% 123 0.25% 12 10%
Norway 1,346 0.83% 1% 2005 1,799 1.00% 453 34%
Switzerland 2 908 0.34% 0.4% 2010 1,097 0.37% 190 21%
United States 5 11,429 0.11% Increase by $7 bn 2006 16,692 0.15% 5,263 46%
DAC Members, Total 52,336 0.22% 68,566 0.26% 16,229 31%

1 Assumes average real growth in GNI of 2% p.a. [3% for Canada and 0.6% for Japan] from 2001 to 2006.
2 ODA/GNI ratio for 2006 interpolated between 2001 and year target scheduled to be attained.
3 Assumes static ODA/GNI ratio from 2002-03.
4 Assumes ODA constant at around $ 8.5 billion after budget cuts in 2002 and 2003.

ODA/GNI 
in 2006

Future level is under review

Simulation of ODA prospects for 2006 after Monterrey

5 Assumes, for 2006, additional $5 bn from the Millennium Challenge Account and $2 bn from the Emergency
  Plan for AIDS Relief, and 2% p.a. inflation in the USA to revalue to 2001 prices.

Real change in ODA in 
2006 compared with 2001 

(at 2001 prices and 
exchange rates) 1

Country

Net ODA 
in 2001 
(US $m)

ODA/GNI 
in 2001

Recent Commitment/ 
Announcement/ 

Assumption
Year to be 
attained 

Net ODA in 
2006 (in 

millions of 
2001 US $)

 

Source: OECD Development Assistance Committee Secretariat Estimates, April 2003. 
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Annex.  Linking ODA inputs to the Millennium Development Goals 

Charts 1 and 2 supplement existing analyses of ODA by volume, destination (countries, income 
groups, regions) and by sector24.  They provide a baseline snapshot from which to discuss the needs 
for, and targeting of, further ODA to meet the MDGs.  The presentation is an approximation, but is 
about as accurate as possible given the data available.     

Chart 1 provides an analysis that sums to 100 percent so that it can be presented in a single pie chart25.  
There is, though, one exception—MDG Target 1 on income poverty.  All ODA addresses poverty 
reduction either directly or indirectly—whether the ODA is for transport or energy, education or 
health, governance or institutions.  The chart has two portions.  The left hand side is a pie chart of aid 
not directly addressing any MDG target except poverty reduction.  The right hand side is a bar chart, 
expanding the slice of the pie that represents ODA that directly addresses an MDG target in addition 
to income poverty reduction26.  

Chart 1 indicates that in 2000-2001 over 40 percent of total ODA—some US$ 21 billion—directly 
addressed MDG Targets 2 to 18 as well as MDG Target 1—income poverty reduction.  The other 60 
percent addressed poverty reduction through assistance to industry, infrastructure, government and 
social services, etc.  Of the 40 percent, some US $ 2 billion is targeted on hunger; US$ 3.5 billion on 
education and gender equality and youth employment; US$ 4 billion on health and access to drugs; 
US$ 6 billion on environmental sustainability and water and sanitation; and US$ 5 billion on trade 
capacity building, debt relief and new technologies.   

Chart 2 compares ODA addressing the goals and broad sectors by income group.  It offers a similar 
picture to that for total ODA, with between 40 and 45% directly addressing MDGs other than income 
poverty.  For LDCs, the goals for education, health, environment and debt relief receive about equal 
shares.  The environment—particularly water and sanitation—takes a larger share for other low 
income, middle income and high income countries.  In all groups about a quarter of ODA is for 
building government capacity and budget support, while infrastructure takes a smaller share in the 
LDCs than other groups—a factor that may need attention in promoting pro-poor growth. 

For ease of interpretation of the Charts, the list of the 8 MDG Goals and 18 Targets is appended at the 
end of this Annex.

                                                 
24 The charts draw on the DAC’s Creditor Reporting System (CRS), using sector codes and policy markers attached to aid 

activities reported to the CRS by DAC Members, Multilateral Development Banks and parts of the UN. They are  based 
on commitments in the years 2000 and 2001, averaged to even out the effect of large, infrequent commitments.  The 
data cover all bilateral aid, with the exception of aid from Greece, Luxembourg and New Zealand and some technical 
co-operation from France and Japan.  They also cover multilateral commitments by the World and Regional 
Development Banks, the EC, and some UN agencies, though not UNDP.  The coverage is of the order of 85% of ODA 
from all sources. 

25  While many ODA activities address more than one MDG target, a pie chart aids understanding and conclusions on 
scaling up.  Moreover, the data on targeting of multiple objectives are so sparse that no other approach is possible.  The 
slices of the pie are calculated by aligning the sector classification of the activities reported to the CRS with MDG 
targets wherever possible.  For some it is straightforward, e.g. basic and primary education.  Other sectors are too broad, 
e.g. general capacity building: in education—only some of which is for primary education; or in health—most of which 
could address all four MDG health targets.  The chart includes these amounts adjacent to other education and health 
segments with a note of which targets the aid might address. 

26 ODA volume is, of itself, part of MDG Goal 8—“more generous ODA for countries committed to poverty reduction.” 
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MMiilllleennnniiuumm  DDeevveellooppmmeenntt  GGooaallss  ((MMDDGGss))  

GOALS AND TARGETS FROM THE MILLENNIUM DECLARATION 

GOAL 1: ERADICATE EXTREME POVERTY AND HUNGER 

Target 1: Halve, between 1990 and 2015, the proportion of people whose income is less than one 
dollar a day 

Target 2:  Halve, between 1990 and 2015, the proportion of people who suffer from hunger 

GOAL 2: ACHIEVE UNIVERSAL PRIMARY EDUCATION 

Target 3: Ensure that, by 2015, children everywhere, boys and girls alike, will be able to complete a full 
course of primary schooling 

GOAL 3: PROMOTE GENDER EQUALITY AND EMPOWER WOMEN 

Target 4: Eliminate gender disparity in primary and secondary education preferably by 2005 and to all 
levels of education no later than 2015 

GOAL 4: REDUCE CHILD MORTALITY 

Target 5:  Reduce by two-thirds, between 1990 and 2015,  the under-five mortality rate 

GOAL 5: IMPROVE MATERNAL HEALTH 

Target 6: Reduce by three-quarters, between 1990 and 2015, the maternal mortality ratio 

GOAL 6: COMBAT HIV/AIDS, MALARIA AND OTHER DISEASES 

Target 7: Have halted by 2015 and begun to reverse the spread of HIV/AIDS 

Target 8: Have halted by 2015 and begun to reverse the incidence of malaria and other major diseases 

GOAL 7: ENSURE ENVIRONMENTAL SUSTAINABILITY 

Target 9: Integrate the principles of sustainable development into country policies and programmes and 
reverse the loss of environmental resources 

Target 10: Halve, by 2015, the proportion of people without sustainable access to safe drinking water 

Target 11: By 2020, to have achieved a significant improvement in the lives of at least 100 million 
slum dwellers 

GOAL 8: DEVELOP A GLOBAL PARTNERSHIP FOR DEVELOPMENT 

Target 12:  Develop further an open, rule-based, predictable, non-discriminatory trading and 
financial system  

 Includes a commitment to good governance, development, and poverty reduction – both 
nationally and internationally 

Target 13:  Address the special needs of the least developed countries 
 Includes: tariff and quota free access for least developed countries' exports; enhanced programme 

of debt relief for HIPC and cancellation of official bilateral debt; and more generous ODA for 
countries committed to poverty reduction 

Target 14: Address the special needs of landlocked countries and small island developing States 
 (through the Programme of Action for the Sustainable Development of Small Island Developing 

States and the outcome of the twenty-second special session of the General Assembly) 

Target 15: Deal comprehensively with the debt problems of developing countries through national and 
international measures in order to make debt sustainable in the long term  
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Target 16: In co-operation with developing countries, develop and implement strategies for decent and 
productive work for youth 

Target 17: In co-operation with pharmaceutical companies, provide access to affordable, essential 
drugs in developing countries 

Target 18: In co-operation with the private sector, make available the benefits of new technologies, 
especially information and communications 

 
 
Statement by Mr. Y. Seyyid Abdulai, Director-General of the OPEC Fund for International 
Development 

 
The issue of enhancing the voice and participation of developing countries in norm-setting and 

decision-making in institutions for global governance has been subject to debate for several years.  By 
placing this crucial matter on the agenda of its 67th meeting, the Development Committee signals the 
growing importance accorded to strengthening the representation and negotiating capacity of the South and 
addressing eventual areas of contention.  I would like to commend the Committee on its choice of topic. 

 
In recent years, developing nations have expressed rising concern about prevailing asymmetries in 

the governance structures of international financing institutions (IFIs).  From a developing country point of 
view, the representation, distribution of voting power, and influence exercised in the norm-and agenda 
setting and policy choices of IFIs reflects a Northern bias. 

 
As IFIs have come to place growing emphasis on the importance of democratic governance and 

participatory development in meeting the millennium development goals (MDGs), these institutions 
themselves are increasingly in need of reform in areas of representation, ownership, transparency and 
accountability.  Such reform is necessary if IFIs are to appreciably reduce world poverty by helping poor 
countries to smoothly integrate into the global economy, and to become more active participants in global 
economic policy making.  However, truly democratic decision making and norm-setting in IFIs is not yet a 
reality.  

 
A series of global financial crises that occurred in the late 1990s painfully demonstrated the need 

for greater participation of developing countries and their constituencies in the prevention and resolution of 
international financial crises.  Recognition has grown that if developing countries are to contribute to 
international financial stability, they should be more involved in the activities of IFIs.   

 
A milestone towards more democratic and effective forms of global governance was reached at the 

Financing for Development (FfD) Conference held in Monterrey, Mexico, in March 2002.  At the FfD 
Conference, in which the OPEC Fund and OPEC member countries actively participated, a new global 
partnership between North and South was laid out, based on mutual responsibility and accountability.  More 
consultation with poor countries was promised.   The Conference particularly called upon the governing 
bodies of the World Bank and the International Monetary Fund (IMF) to “continue to enhance participation 
of all developing countries and countries with economies in transition in their decision-making, and thereby 
to strengthen the international dialogue and the work of those institutions as they address the development 
needs and concerns of those countries.” 

 
Proposals for Reform 

 
Reform of the following institutions could help implement the Monterrey Consensus by enhancing 

the individual and collective participation of developing countries in global norm-setting and decision-
making:   
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• The Bank for International Settlements (BIS) and Basle Committees:  the BIS and Basle 

Committees play an important role in crisis prevention and management, and in the definition of 
regulatory and other standards aimed at fostering global monetary and financial stability.  The 
Monterrey Consensus called upon these institutions, which are composed of the Group of Ten (G-
10) and Switzerland, to review their membership in order to allow for more adequate participation 
of developing countries, and to enhance “outreach and consultation efforts with developing 
countries and countries with economies in transition at the regional level.”  In 1998, the BIS 
opened a representative office for Asia and the Pacific in Hong Kong, China.  Establishing 
representations in other regions or creating liaison groups, and broadening developing country 
participation in the activities of these financial bodies could enhance their credibility and 
effectiveness, and foster a spirit of North-South collaboration. 

 
• The Group of Twenty (G-20) and Financial Stability Forum (FSF): the G-20 and FSF were created 

by the Group of Seven (G-7) in the wake of the 1997-98 East Asian financial crisis to enhance 
global financial stability through information exchange and international co-operation in financial 
supervision and surveillance.  Participation from the South in these two forums, which became the 
main platforms for the debate on the “new global financial architecture,” has so far been limited.  
Reinforcing developing country representation could broaden ownership and commitment to their 
objectives and recommendations, and strengthen efforts to enhance global financial stability. 

 
• The Bretton Woods Institutions (BWIs): during the 2002 Annual Meeting, the Development 

Committee requested the World Bank and IMF to prepare a background document for the spring 
2003 meeting to facilitate consideration of ways to broaden and strengthen the voice and 
participation of both developing countries and countries with economies in transition.  The 
following measures have been proposed or could be considered to enhance the voice and 
participation of the South in the governing bodies of BWIs, including the Development Committee 
and the International Monetary and Financial Committee (IMFC):    
 

Strengthening Developing Country Voting Power:  The apportionment of votes between North 
and South in the governing bodies of BWIs has been an area of contention for several years.  
Developing countries do not have a fair share of total votes, while a single country has the 
power to veto important decisions, which contradicts the principles of multilateralism and the 
equality of nations.   
 
The arguments against increasing the voting power and representation of the South in the BWIs 
have weakened.  First, industrial nations have not had to borrow from the BWIs since the late 
1970s.  Second, developing countries and countries with economies in transition account for 
almost half of the world’s gross domestic product (GDP), and for about 80 percent of the 
world’s population – a share which is yet to rise.  Furthermore, the main operations of BWIs 
today are to be found in those countries, which have gone through major financial crises in 
recent years, and which have to live with the consequences of BWI policies and practices. 
 
The distribution of voting power in the BWIs is found to be more asymmetrical than in the 
multilateral trading system: whereas developed nations together account for 24 percent of 
voting strength in the World Trade Organization, they hold 62 percent of total votes in the IMF, 
and 61 percent in the World Bank.  The concentration of voting power in the hands of a few 
major industrial countries gives developing nations and the least developed countries (LDCs) in 
particular, little say, and has important implications for the governance of these institutions. 
 
The IMF draws its resources primarily from assigned quotas (capital subscriptions), which are 
expressed in Special Drawing Rights (SDR).  Under its constitution, the voting power to which 
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a member is entitled is related to its financial commitment or quota, which in turn is related to 
the size of its economy.  In recognition of the international law principle of the equality of 
nations consecrated in the Charter of the United Nations (UN), each member gets 250 basic 
votes by virtue of its membership.  An additional vote is provided for each 100.000 SDR of its 
quota.   
 
However, although the IMF membership has more than tripled since the 1944 Bretton Woods 
Conference, the allocation of basic votes has not been adjusted to adequately reflect the quota 
increases and the changes that have taken place in the global economy since 1945.  
Consequently, the ratio of basic votes to total votes has dropped from 11.3 percent in 1945 to 
2.1 percent today, diluting the voting power of developing nations.  Furthermore, the categories 
of decisions requiring special majority voting (either 70 or 85 percent of total votes) has 
increased since 1945, and with it, the veto power of the U.S. 
 
The leverage currently enjoyed by major industrialized nations gives them excessive 
discretionary power over norm-setting and decision making, and does not adequately reflect the 
actual contribution of developing economies to IMF resources and to world GDP.  A re-
alignment of the individual and collective voting share of the South in the World Bank and IMF 
Executive Boards would be required to enhance the voice and participation of the developing 
countries in these institutions.  Special attention should be paid to the position of LDCs, many 
of which have small quotas. 
 
Following a request by the IMF Interim Committee (now the IMFC), a first Quota Formula 
Review Group (QFRG) was formed in 1999 to undertake a review of the formulas used to 
calculate quotas.  The mandate for the expert group provided for a review of the quota formulas 
to ascertain “their adequacy to help determine calculated quotas...in a manner that reasonably 
reflects members’ relative position in the world economy as well as their relative need for, and 
contributions to, the IMF’s financial resources, taking into account changes in the functioning 
of the world economy and the international financial system and in light of the increasing 
globalization of markets.”  Although the expert group made valuable proposals, it was unable 
to agree on the relative weights to be assigned, and to persuade major shareholders to seriously 
address the equality issue.  
 
In May 2002, the IMF proposed various alternative quota formulas in light of the 12th 

Quinquennial Review of its quota formula.  Similar to the first QFRG, the exercise illustrated 
the difficulties of achieving broad shifts of calculated quota shares to developing nations 
through the specification of a new quota formula.   No consensus was reached on a new quota 
formula, and the IMF Board of Governors concluded the 12th Review without having adopted a 
proposal for a general quota increase. 
 
Radical changes in the structure of basic votes to move the relative share of developing 
countries in total votes back to about 11 percent - as it was in 1945 - would require an 
amendment of the IMF Articles of Agreement.  However, it remains to be seen if major 
industrial countries would accept a drastic reduction in their voting power.  Whilst some 
countries are in favor of strengthening the voice of developing nations in the IMF Board, others 
are against it, arguing that a change in the allocation of votes and voting rules would 
unnecessarily complicate decision making. 
 
An alternative approach to raising the combined share of developing nations in total votes in 
the IMF Executive Board could be to formulate group (rather than country) focused criteria.  
Group criteria could take into account, amongst others, the relative position of a particular 
group of countries in the world economy, the extent of their integration into global capital 
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markets, and population size.  Separate criteria could be developed to determine the exact 
composition of the groups, and the position of individual members within their group.  
 
The IMF will further consider the issue of quota distribution and related governance issues 
under its work program for the 13th General Quota Review, and is to report to the IMFC on 
progress made in September 2003.  As for the World Bank, no activities to restore balance to 
the distribution of voting power between North and South have been reported since 1989. 
 
Enhancing the Influence of the South in Setting the Agenda: The choice of the agenda for 
discussions and negotiations in the governing bodies of the BWIs tends to be heavily 
influenced by major industrialized nations, as well as BWI management and staff.  Developing 
nations should get more say in setting the agenda, which is decisive for determining the 
deliberations and operations of these governing bodies, and thus for determining the direction 
of socio-economic developments in the recipient countries. 
 
 Increasing Developing Country Presence on the IMF and World Bank Board: Developing 
countries are at a disadvantage in BWIs not only because their voting power and ability to 
influence decisions is limited, but also because they are not adequately represented on the 
Executive Boards.   
 
The BWI Boards are composed of 24 Executive Directors (EDs), which together represent 184 
countries.   Five G-7 countries have a guaranteed seat each (the U.S., U.K., Germany, France 
and Japan).  Three other nations also have a guaranteed seat (Russia, China and Saudi Arabia).  
The remaining 176 countries must share 16 seats, which amongst others means that two EDs 
have the impossible task of representing more than forty African countries, limiting their time, 
resources and capacity to analyze individual country programs and policies. 
 
Representation of several countries by a single ED inevitably means that the greater the number 
of constituencies grouped together, the less likely it becomes that their interests will be properly 
defended:  an ED cannot split his/her vote, and will tend to give priority to the needs and 
concerns of his own country.  In addition, representation of smaller countries is often spread 
among various EDs, even if these countries are from the same region and share similar 
development issues and problems. Adding a second Alternate ED could help resolve problems 
of representation only to some degree.   
 
Developing nations have called for a more balanced allocation of seats between industrialized, 
middle- and low-income countries, with no single constituencies in order to allow for a more 
adequate representation of developing nations and for a more balanced geographic spread.  
Demands have also been voiced for a more equitable and rational distribution of the number of 
countries and regions represented by a single ED.  In addition, requests have been made to 
allow for vote splitting to allow each country to cast a vote, rather than a group of often 
heterogeneous constituencies voting as a block.   
 
 Strengthening the Capacity of Executive Directors from the South: The Monterrey Consensus 
called for further action to help developing countries build their capacity to participate 
effectively in multilateral forums.  In addition to enhancing the representation of developing 
countries, there remains a need to build the capacity of EDs from the South to analyze and 
negotiate, and to ensure a concomitant allocation of IFIs resources.  IFIs resources currently are 
distributed disproportionately among ED offices, which place single-country constituencies – 
the majority of which are G-7 countries - at an advantage.  EDs from the South and from Africa 
in particular are in need of more staffing, training and technical support - both in Washington 
and in the field - to enhance their ability to communicate, negotiate, and analyze the socio-
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economic policies and programs and their impact on poverty alleviation in countries and 
regions.   
 
Revisiting the Selection Procedure and Criteria for Heads of Agencies: The existing 
gentlemen’s agreement that the Managing Director of the IMF is chosen by Western-European 
governments, whereas the function of the President of the World Bank and the position of IMF 
deputy head are in the hands of the U.S. administration is increasingly challenged.  From a 
Southern perspective, developing nations should have greater voice and participation in the 
selection of top officials at the BWIs, which should reflect a broader geographic diversity, and 
which should be open to all qualified candidates regardless of their nationality.  Clear selection 
criteria and timetables could also enhance the transparency and legitimacy of the process.  
Additionally, one might offer short-listed candidates an opportunity to publicly present their 
views and orientations, which could enhance public support and understanding for BWIs and 
their heads of agencies.  
 
Fostering Transparency in Decision-Making:  Improving transparency and de-centralization in 
decision-making and making the positions of individual member countries less opaque could 
improve the accountability of EDs towards the countries and constituencies they represent, and 
enhance ownership and commitment for policies and operations within developing nations.  To 
address these and related issues, more use could be made of sub-boards or committees in order 
to assist EDs from the South to analyze and negotiate issues of individual or collective 
relevance and importance.  Although BWIs have made some progress in these areas in recent 
years, the measures taken have not gone far enough in producing results.   
 
Enhancing the Voice and Participation of a Broader Range of Constituencies: More effort 
should be made to enhance the transparency, accountability and responsiveness of BWIs vis-à-
vis its stakeholders, including non-governmental and civil society organizations (NGOs and 
CSOs).  As BWIs are becoming more involved in governance issues at the national level, these 
institutions increasingly require reform to accommodate the needs and priorities of a broader 
range of constituencies, and to foster ownership and support for their policies at the national, 
regional and local levels.  Besides changes in the Executive Board, this requires reform at the 
level of management, staff and country relations.  A formal broadening of the representation of 
developing country stakeholders in the deliberations of the International Development 
Association (IDA), the Development Committee and the IMFC could further enhance the voice 
and participation of the South. 
 
Improving Public Disclosure of Information: Improving public disclosure and dissemination of 
macro-economic and other relevant information may enhance international financial stability 
by fostering understanding and support for BWIs policies and operations among the public in 
developing countries.  The proposals made by the IMF in February 2003 to increase the 
effectiveness of its external communication strategy by, amongst others, broadening outreach 
and improving the availability and accessibility of information are to be welcomed in this 
respect. 

 
Conclusion 

 
The time for implementing the Monterrey consensus with a view to managing globalization in a 

way which can safeguard global financial stability and reflect the interests of both North and South has 
genuinely come. 

 
The growing involvement of BWIs in matters of domestic policy choices such as human rights and 

other governance issues has been an important common rationale for developing nations to demand reform 
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of the patterns of voting power in BWIs.  For many countries of the South, the setting of universal norms 
and the choice of economic approaches – which tend to be based on Anglo-Saxon models - is a task in 
which each nation should have equal influence.  The establishment of an Economic and Social Security 
Council at the United Nations as proposed by the FfD Conference could be a step towards creating 
institutions for global governance that could strike a more sensitive balance between North and South in 
global norm setting and economic policy making.  

 
However, progress towards enhancing the individual and collective influence of developing nations 

in the decision making procedures of IFIs will to a large extent depend on the preparedness of industrialized 
nations to accommodate demands from the South for greater voice and participation.    

 
Addressing the asymmetries that prevail by reforming the voting structure of BWIs and enhancing 

the representation of developing countries on the BWI Executive Boards would be an important step in 
safeguarding the principles of multilateralism and the legal equality of states, and in redressing the 
inequities that globalization has caused.  In addition, enhancing the transparency and accountability of 
BWIs could foster the legitimacy of these institutions, strengthen ownership of, and commitment to, their 
policies and procedures at the country level, and ultimately help secure global financial stability, which is of 
interest to the North as much as it is to the South.  

 
 

Statement by Mr. Oscar de Rojas, Head of Financing for Development Office, Department of 
Economic and Social Affairs of the United Nations with a Note from the Secretary-General 
 

A little over a year ago in Monterrey, Mexico, world leaders put “Financing for Development” at 
the top of the international economic cooperation agenda.  The focus was put on the policies and 
resources needed for more rapid economic growth and sustainable development in developing countries 
and countries with economies in transition, and achieving the Millennium Development Goals.  The 
Monterrey Consensus adopted at the Conference embodied an explicit commitment to a number of 
principles, policy guidelines and concrete actions by governments in the South and the North and by 
international institutions to attain these objectives.  The national efforts in developing countries and 
countries with economies in transition, and the supportive stances of developed countries, as well as the 
role of the Bretton Woods institutions and the World Trade Organization, were seen as critical in these 
endeavors.  Hence, the Consensus outlined the commitments for all relevant players. 
 

One very important factor that the Consensus recognized as necessary to support  policy efforts 
and institutional strengthening in developing countries and economies in transition is a vigorous and 
financially stable world economy.  Yet, after dismal world economic growth in 2001, the recovery in 
2002-2003 has been weak.   Forecasts for this year continue to be revised downwards as compared to 
early in the year.  Moreover, financial instability is still a risk.  Continuation of a feeble growth of 
international trade could worsen even further the export prospects of a number of developing countries, 
for many of which access to compensating finance is not assured.  In sum, it is not a promising world 
economic scenario. 

 
The above points to the enormous policy challenges for the international community.  If 

economic growth in major economies were spurred in a way that provided  substantial stimulus to 
international trade, it would be a major benefit to developing and transition economies, especially those 
that have adopted an outward-oriented development strategy. 
 

While the Monterrey Consensus saw good macroeconomic management in all countries to be 
crucial for financial stability and economic growth, it also addressed structural issues at the domestic and 
international levels.  Increasing and more predictable access to markets as envisaged in Doha is 
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indispensable according to the Consensus.  Yet, we are concerned that the Doha agenda has stalled in 
several areas, most notably in agriculture and essential medicines for combating health scourges. 
 
 In these Spring Meetings, the issue of voice and participation of developing countries in 
international economic decision-making will be addressed.  This was one of the crucial issues highlighted 
in the Monterrey Consensus.  The discussion of voice and participation in the present Spring Meetings 
should mark the beginning of a deep process of reflection and reform. 
 
 Finally, another central tenet of the Monterrey Consensus is strengthening the coherence of the 
international monetary, financial and trading systems in support of development.  Efforts in this direction 
will be the main subject of the ECOSOC/IMF/World Bank/WTO meeting on 14 April 2003 at the United 
Nations in New York.  The Secretariat in New York, in cooperation with staff of the other major 
institutional stakeholders,  prepared a note to help shape that discussion, posing a number of questions for 
consideration of participants.  That note follows. 
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  Unofficial
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Unedited 

Version

 
 
 
Economic and Social Council  
Special high-level meeting with the Bretton Woods  
institutions and the World Trade Organization 
14 April 2003 
   
 
 
  Increased coherence, coordination and cooperation for the implementation of the 

Monterrey Consensus of the International Conference on Financing for Development 
at all levels one year after the Conference 

  
  Note by the Secretary-General* 
 
 
 

Summary 
The present note provides background information and raises a number of questions — 
highlighted in bold — for consideration at the 2003 special high-level meeting of the 
Economic and Social Council with the Bretton Woods institutions and the World Trade 
Organization.  In view of the theme chosen for the meeting by the Council on 30 January 
2003 (Decision 2003/209), the note focuses on increasing the coherence of economic policy 
for the implementation of the Monterrey Consensus through more effective coordination 
and cooperation at national, regional and global levels.      

 

                                                 
*   The present note has benefited from discussion with staff of  the United Nations System at large, including 

the major institutional stakeholders in the Financing for Development process. Responsibility for the contents 
of the note, however, rests solely with the United Nations Secretariat.  
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Introduction 
 

The Financing for Development (FfD) process, launched by the United Nations five years 
ago, reached a milestone last year at the International Conference on Financing for Development 
(ICFD) in Monterrey, Mexico.  The FfD process took up the challenge of raising the mobilization 
of financial resources for development to a prominent place in the global agenda.  It opened up 
new spaces for intergovernmental and inter-institutional dialogue on financial, trade and 
development issues.  It sought to involve all relevant stakeholders in multiple facets of the process 
and create a mechanism for jointly considering the issues involved in an interrelated manner  

The ICFD itself, with its adoption of the Monterrey Consensus at summit level,27 
demonstrated that a new partnership based on consensus building and a holistic approach to the 
issues under consideration was achievable.  The outcome of the Conference did not meet all the 
aspirations of the participants.  But the strategy of patient confidence building and a commitment 
to strive for consensus produced a milestone outcome.  It is now incumbent on all stakeholders in 
the process to see it implemented fully and promptly.  The present meeting, by bringing together 
participants from the major specialized intergovernmental forums on international monetary, 
financial, trade and development policies, provides a unique opportunity to forge greater 
convergence among the efforts underway in the respective forums and institutions to support and 
accelerate implementation of that Consensus. 

The United Nations has sought to organize the post-Monterrey process so as to best 
facilitate productive dialogue among the relevant stakeholders.   In this regard, the General 
Assembly decided (resolution 57/250) that the Biennial High-level Dialogue, to be held at 
ministerial level, is to be the intergovernmental focal point for the general follow-up to the 
Monterrey Conference.  The present meeting may therefore also be seen as a bridge to the first 
High-level Dialogue on Financing for Development which is to be held at the end of October 
2003. 

 

The necessity of “staying engaged”  

The Council is meeting at a moment in which a particularly difficult international 
environment presents an additional imperative for implementation of the Monterrey Consensus. 
The world’s attention at the time of writing is consumed by the heightened concern about armed 
conflicts and their uncertain aftermath. In addition, the world economy is recovering weakly from 
its 2001 slowdown.28  The International Labour Organization estimates that unemployment has 
risen significantly around the world,29 which has negative repercussions on poverty levels.  In 
many parts of the globe, both households and entrepreneurs are concerned about their future and 
hesitate to make long-term decisions.  

World trade is growing slowly and short-term prospects remain unsatisfying, especially for 
most developing countries. Analysts perceive difficulties in reaching agreement in the World Trade 

 
27   See Report of the International Conference on Financing for Development, Monterrey Mexico, 18-22 

March 2002 (A/CONF.198/11), Chap. I, Resolution 1, Annex. 
28   See Department of Economic and Social Affairs and United Nations Conference on Trade and 

Development, World Economic Situation and Prospects, 2003 (United Nations publication, Sales No. 
E.03.II.C.2). 

29   See International Labour Organization, Global Employment Trends (Geneva: ILO, January 2003). 
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Organization (WTO); negotiators missed 2002 deadlines and it is difficult to discern the direction 
in which global trade policy might evolve. At the same time, the South continues to transfer 
financial resources to the North, as private capital flows have fallen sharply and overall net 
interest and profit payments by developing countries exceed their net capital inflows. There is 
little expectation that private flows to developing countries, especially lending flows, will return 
to significantly larger, yet sustainable levels. There is also considerable uncertainty about how the 
international community intends to handle debt crises of developing countries and countries with 
economies in transition, while many low-income countries have still to benefit from the special 
international programme for ameliorating their debt situation. The aversion to risk on the part of 
investors and creditors in most developing countries is high.  

This global conjuncture calls for a redoubling of efforts for a swift and comprehensive — 
as opposed to a halting or selective — implementation of the Monterrey Consensus, as well as 
special measures to reduce uncertainty and spur global growth.  The present meeting can give an 
impulse to such efforts and thereby contribute to rebuilding confidence in the global economy.  
 
Enhancing Coherence in the Implementation of the Monterrey Consensus 

The unity of purpose embodied in the development objectives and policy guidelines in the 
Monterrey Consensus sets the framework for coherence — that is, consistent and sustainable 
outcomes — based on mutually supportive policies and actions by all actors and institutions. 
However, coherence is not automatic. The Consensus points to several areas in which coherence 
will not be achieved unless  

• national and international authorities have a shared vision of development at country and 
regional levels; 

• national efforts are complemented by international efforts;  

• increased international financial flows are accompanied by enhanced and more predictable 
market access for exports; 

• enhanced market access for exports is accompanied by the development of domestic 
production capacities; 

•  increased private flows (such as results from capital-account liberalization) are 
accompanied by measures that make the flows more stable than in the past; 

• the volume and effectiveness of official development assistance are enhanced 
simultaneously;  

• the design of national and international policies (as on debt restructuring) take full  
account  of possible long-term as well as short-term  consequences ; and 

• improved and more democratic governance at the national level is complemented by 
strengthened and more democratic governance at the global level.  

The discussion that follows seeks to highlight policies in the Monterrey Consensus that 
especially bear on such coherence issues.  It also poses questions that involve matters of 
coordination and cooperation, and thus coherent implementation of the Monterrey Consensus. 
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Domestic Policies 

In all countries, domestic policies should support sustained economic and employment 
growth and sustainable development, while advancing universally agreed social values, such as 
enhanced social protection, a just income distribution, eradication of poverty and gender equality. 
They should aim to create a robust “enabling environment” for investment, including such factors 
as rule of law, an impartial judiciary, clear property rights, and reliable systems of business 
information.  Strengthened governance — greater transparency and accountability — and striving 
for strong democratic and participatory decision-making, taking account of the voices of all the 
people, are also essential.   As the number of serious recent failures in corporate governance and 
abuse of auditing and accounting standards in developed countries underline, all countries, even 
the richest, require careful vigilance and official oversight in these areas in the public interest. In 
the service of broad imperatives such as these, all countries need to meet the challenge of 
reconciling myriad interests of actors at different levels of government, in public institutions, the 
business sector and civil society.  

The Consensus emphasizes that developing countries and countries with economies in 
transition, where development is a primary imperative, should also focus on the coordinated 
mobilization of resources on all fronts, involving the public and private sectors, harnessing the 
potential of entrepreneurship throughout the economy to accelerate economic growth.  In this 
context, the aforementioned universal components of an “enabling environment” are essential 
institutional policy foci.  In addition, an enabling environment for development generally requires 
that physical infrastructure, including information and communication technologies, be 
strengthened and supported by human resource development, along with an increasingly effective 
public administration and financial management. 

Management of macroeconomic policy in a volatile and uncertain global economy is a 
special challenge, which can be made even more difficult if governments perforce follow “pro-
cyclical” rather than “counter-cyclical policies. This makes it incumbent on them to design their 
fiscal and monetary policies with a medium-run horizon, so as to enable counter-cyclical policies 
when they are needed.  Developing country governments should equally be concerned about the 
quality of economic growth, e.g., that it be appropriately employment expanding for poor people 
in particular and create opportunities for small and medium-sized enterprises. 

In addition, liberalization policies, as in the areas of external trade and finance, need to be 
set within the country’s overall development perspective. In the case of capital-account 
liberalization, in particular, regulatory preconditions and policies to discourage financial volatility 
need to be in place beforehand.  In other words, countries need to formulate national strategies that 
enunciate their development objectives and then adopt domestic policies in a sequence that is 
coherent with the strategies.  Individual policies may differ among countries, even in pursuit of the 
same goals.  Governments should also regularly evaluate their policies and modify those found to 
be less effective. 

In particular, public policies should accelerate investments that advance attainment of the 
development goals contained in the Millennium Declaration,30 as in health and basic education 
and empowering women, such as by strengthening their access to financial resources. The 
Consensus underlined the centrality of nationally owned poverty reduction strategies to achieving 
progress towards the Millenium Development Goals (MDGs).  At least 50 low-income countries 
have already introduced a Poverty Reduction Strategy Paper (PRSP) process, which, in addition to 

 
30  Adopted at the United Nations Millennium Summit, New York, 8 September 2000 (General Assembly 

resolution 55/2).  
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its emphasis on national ownership, should also serve as a vehicle for formulating the policies to 
reach the MDGs.  It is considered necessary, however, that where PRSPs exist, they be placed in a 
wider context in which all social objectives would be adequately taken into account.31 

Many developed countries, for their part, need to address the coherence of their 
development cooperation policies with their national macroeconomic, sectoral, trade and financial 
policies. Agricultural policies of developed countries are a case in point at the sectoral level, 
creating artificially low prices and unfair competition in international markets for developing 
country agricultural exports that would enjoy better commercial success if there were a “level 
playing field” that allowed comparative advantage to guide the pattern of trade.   

In addition, the macroeconomic policies of major developed countries have a global as 
well as domestic impact.  There is a special imperative that they be compatible with each other 
and coherent over time, so as to be sustainable. In particular, the large net capital inflows to the 
United States have financed a rising trade and current-account deficit, which has served as an 
“engine of growth” for much of the rest of the world economy in recent years. But the resulting 
large net external debt will eventually weaken that stimulus, as the balance of trade ultimately 
turns to surplus. A more balanced growth of global demand should be an objective of policy 
makers in the major economies.  
 

Questions 
Designing national economic policies so as to foster medium-term and longer term development 

objectives is a long sought and often elusive goal of all governments. The international community is 
committed to supporting capacity-building efforts in developing countries to help them forge such 
coherent policy-making.  In addition, national experiences in different countries may be shared regarding 
ways to strengthen coherent packages of effective policies in advancing development goals.   Various 
international mechanisms can also help.  In this regard, how can such efforts as PRSPs in low-income 
countries or national strategies in middle-income countries be more effective in increasing overall 
domestic policy coherence?  How may the Common Country Assessments, the MDG Country reports, 
together with PRSPs and other existing reports, be used to promote deeper understanding of policy needs 
by the general public in developing countries?  How can Article IV Consultations by the International 
Monetary Fund be more effective in strengthening the coherence of macroeconomic, trade and financial 
policies of developed countries with global development goals? What opportunities are embodied in the 
Trade Policy Reviews of the WTO for enhancing coherence of member policies with domestic and global 
development objectives? 
 
International Action   

The Monterrey Consensus embodies a partnership between developed and developing 
countries.  One part of the partnership is the commitment of governments to follow sound and 
appropriate national policies as discussed above.  Another part involves joint international action 
in a number of areas including those highlighted below.   
 
International trade and investment 

A dynamic world trade environment is critical for the long-term development of all 
national economies.  For many developing countries and countries with economies in transition, 
export revenues are the largest source of external financial resources and they are the means for 
ensuring debt sustainability, underscoring the importance of coherence between international 

 
31   Commission on Social Development, resolution 41/1, para.20. 
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development objectives and international trade agreements. 

In acknowledgement of the nexus between trade and sustained growth and development, 
the Doha Declaration places a “development agenda” in the centre of its programme.32 Of 
particular concern is the reduction of trade barriers and trade-distorting subsidies and other 
measures.   Another focus is on how developing countries and countries with economies in 
transition can fully participate in trade negotiations, have their concerns reflected in the resultant 
agreements, and benefit from the opportunities that emerge for increased market access for their 
exports. 

National development strategies need to address raising the capacity to respond to export 
opportunities that arise from trade liberalization as well as to expand and diversify production of 
tradable and non-tradable goods and services more generally.  One instrument in support of this is 
private international capital flows, particularly foreign direct investment (FDI).  While the primary 
encouragement of FDI is the policy environment discussed above, the Monterrey Consensus 
identified a number of cooperative policies that can help foster FDI and other flows, including 
public/private initiatives in the provision of information and furthering government dialogues with 
investors.  Nevertheless prospects for FDI are less strong than in the past and some financial 
market activities, such as investment and lending to infrastructures projects, seem to require 
additional policy support to help mitigate perceived excessive risk.  

At the same time, commodity exporters, especially in low-income countries, face 
disproportionately great difficulties.  On the one hand, they face a long-term declining trend in the 
relative price of most commodities, as well as a declining share of the value of the final goods 
produced from them.  On the other hand, they face substantial uncertainty about their export 
revenues, owing to the volatility of international commodity prices.   Addressing the first set of 
difficulties requires greater diversification and processing investment.   However, needs are clearly 
beyond the capacities of individual countries; e.g., marked oversupply in some commodities calls 
for withdrawal and diversification of capacity beyond what the exporting countries themselves can 
afford.33   

Regarding volatility per se, farmers in most developing countries lack the ability of their 
counterparts in higher income countries to insure against short-term commodity price risk through 
financial market instruments. National entities for contingent financing can be established in 
developing countries with the support of the international community.  An International Task 
Force on Commodity Risk Management, convened by the World Bank in 1999, has begun work to 
extend commodity facilities to small-scale farmers, although this is at an early stage. In addition, 
volatility is also a macro-economic issue and requires foreign exchange reserves to a scale that 
few commodity exporting countries can afford.  The International Monetary Fund (IMF) 
established the Compensatory Financing Facility (CFF) to help countries handle temporary 
earnings shortfalls from trade, but it has not been used much in recent years.34  Vulnerability to 
volatility is still a characteristic of poverty. 

 Questions 
 

32  WTO, “Ministerial declaration and work programme,” Doha, Qatar, 20 November 2001 
(WT/MIN(01)/DEC/1). 

33  See “Report of the Secretary-General of the United Nations Conference on Trade and Development on world 
commodity trends and prospects,” (A/57/381, Annex), para. 42. 

34   However, supplementary assistance may be requested from the Poverty Reduction and Growth Facility for 
countries already having adjustment programmes under this concessional facility. 
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Questions 
Expectations were raised in the developing countries when WTO members characterized the 

negotiations that were being launched in 2001 as the “Doha Development Agenda”.  How can we ensure 
that the upcoming WTO Ministerial Meeting in Cancún, Mexico moves this agenda forward?   How can 
market access for developing countries and countries with economies in transition be meaningfully 
improved in sectors and areas of priority interest to them?  How can it be ensured that the Doha work 
programme maintains coherence with the development goals of the Millenium Declaration, the Monterrey 
Consensus and the World Summit on Sustainable Development?  How can greater predictability be 
inserted into the trade policies of partner countries so that promising investments to expand exports are 
not soured by new trade barriers?  How can the perception of heightened investment risk in developing 
countries be attenuated?  How can cooperation be intensified with low-income countries specialized in 
commodity exports with poor medium-term trade prospects?  Is it time to reconsider “low-conditionality” 
international mechanisms, as were used in the 1970s (e.g. CFF, Stabex), to ameliorate the temporary 
financial distress of commodity exporting countries during downturns, taking account of the low debt-
servicing capacity of poor countries? 
 
Financial cooperation and debt 

Official development assistance (ODA) and multilateral development financing remain key 
parts of official financial cooperation for addressing poverty through development. An important 
concern, especially in recent years, of ODA donor and recipient countries and multilateral 
institutions is that their assistance be as productive as possible. One difficulty from the 
donor/creditor side is that each bilateral agency and multilateral institution may have its own 
perspective on what constitutes an effective programme. Furthermore, being also concerned that 
their funds be used responsibly for the intended purposes, all have evolved elaborate 
administrative rules, regulations, reporting and auditing procedures to track their funds and 
activities. Recipient governments, sometimes with limited capacity to assess donor offers and 
formulate appropriate development programmes, have found themselves facing burdensome and 
sometimes inconsistent administrative demands from donors and official creditors. Moreover, 
governments face sometimes conflicting policy priorities and strategies from the donor 
community.  Development partners need to ensure that their assistance programmes are coherent 
with national programmes as well as international development goals. 

The strategy of the international community to strengthen the policy coherence of 
international assistance and reduce its “transaction cost” is to foster more effective cooperation 
among donors and with recipients. This underlies all the effort for policy coherence in consultative 
groups, round tables and development frameworks at country level. In addition, the PRSP can play 
a critical role in bringing together national policies and international support for countries’ efforts 
to progress toward the MDGs. Most donors have agreed in principle to align their support with 
PRSPs and IMF continues to improve the content and the process of its concessional lending 
through the Poverty Reduction and Growth Facility so as to enable it to provide better support for 
the implementation of the PRSP.  

In addition, donors have sought to streamline and harmonize aid procedures and 
requirements over the past two years.  In this regard, major aid providers and users recently 
concluded a high-level forum in Rome that aimed at better harmonizing ODA procedures and 
reducing red tape, building on the commitments in the Monterrey Consensus (in particular, in para. 
43).35 The experiences reviewed in the forum highlighted that some countries have acquired 
capacity to evaluate their development assistance needs, while many have not yet reached this 

 
35    See “Rome Declaration on Harmonization,” 25 February 2003 (available at http://siteresources.-

worldbank.org/NEWS/Resources/Harm-RomeDeclaration2_25.pdf). 

http://siteresources.worldbank.org/NEWS-/Resources/Harm-RomeDeclaration2_25.pdf
http://siteresources.worldbank.org/NEWS-/Resources/Harm-RomeDeclaration2_25.pdf
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level of expertise. In addition to taking stock of the “good practice” work of the DAC  and the 
multilateral development banks and the work in progress of the United Nations Development 
Group, forum participants committed themselves to enhance harmonization in a number of 
specific ways and set harmonize development assistance at country level out a voluntary work 
programme to better.  After roughly half a century of development cooperation and many attempts 
to streamline the administrative burden of ODA, this initiative can be an important breakthrough. 

Aid effectiveness is also being addressed at regional level.  For example, the Economic 
Commission for Africa (ECA) has sought to develop with the Development Assistance Committee 
(DAC) of the Organization for Economic Cooperation and Development (OECD) an institutional 
framework for mutual accountability between Africa and its external partners including joint 
Africa/OECD reviews of the impact of partner country policies on Africa’s development prospects 
and donor coherence.  

It is widely appreciated that even the most effective and efficient delivery of the current 
volume of ODA will leave the world far, far away from meeting the goals of the Millennium 
Declaration. It may be recalled that the estimate of the High-level Panel on Financing for 
Development was that ODA on the order of two times the current level, or roughly an additional 
$50 billion a year, was required to meet the Millenium Development Goals, and that a further 
increase on the order of $50 billion a year would be needed to bring the donor community to the 
United Nations aid target of 0.7 per cent of gross national product.36 At the Monterrey Conference 
and afterwards, a number of countries pledged to significantly increase their ODA.37 The 
challenge is to translate these commitments into actual outlays as quickly as possible.  While 
welcomed, however, these commitments fall far short of the sums needed. It is imperative to do 
better and in the process strengthen the multilateral component of ODA, as by strengthening 
United Nations operational activities for development, which have unique capabilities in a number 
of specialized fields.  

The Monterrey Consensus stresses that the speedy, effective and full implementation of the 
Initiative to lighten the external debt burden of the Heavily Indebted Poor Countries (HIPCs) is 
critical if it is to provide an opportunity to strengthen the economic prospects and poverty 
reduction efforts of beneficiary countries. It is thus a concern that as of mid-March 2003, only 
seven HIPCs have reached their “completion point” out of 26 that had reached the intermediate 
benchmark, the “decision point”.  Moreover, some of the seven countries may have experienced 
worsening debt indicators, owing to lower world commodity prices and export receipts than had 
been assumed.  While “topping up” of debt relief at the completion point is possible if commodity 
prices have fallen since the projected need for relief was calculated — as was arranged recently, 
for Burkina Faso — the length, complexity and repeated need to enhance the HIPC process 
remains a concern.  

IMF and the World Bank, which together lead the HIPC Initiative, reported that the delay 
in bringing more countries to their completion point can be attributed mainly to the difficulty that 
some HIPCs have had in preparing PRSPs, which are prerequisites for receipt of irrevocable debt 
relief at the completion point under the HIPC Initiative, and the complications that a number of 
countries have faced in implementing fiscal targets.38 In part, this delay reflects the weak 

 
36   See “Report of the High-level Panel on Financing for Development” (A/55/1000), pp. 20-21. 
37  See “Follow-up efforts to the International Conference in Financing for Development,” Report of the Secretary 

General (A/57/319-E/2002/85), paras 4-14. 
38  International Monetary Fund and International Development Association, “Heavily Indebted Poor Countries 

(HIPC) Initiative: status of implementation,” 23 September 2002.  
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international economy of the past few years or, in some cases, domestic insecurity.  However, it 
also raises questions about whether expectations were raised too high about the benefits that 
would be derived in the near term from the policy reforms that the international community has 
sought from HIPCs.  What has become clear is that long-term debt sustainability in these countries 
not only requires some reduction in their debt stocks under the HIPC Initiative, but also domestic 
policies in support of more rapid and broad-based growth and a supportive international economic 
environment.  Perhaps, as well, the concept of debt sustainability has not been robust enough in 
light of the performance of the international economy and requires further consideration.  

Questions 
Regarding ODA, donors have increasingly accepted the need to reverse the decline in flows, 

reflecting a renewed confidence that ODA can be an effective use of public monies and that the 
development imperative warrants additional donor expenditure, in particular through multilateral 
channels.  However, recent ODA commitments have hardly begun to appear in net ODA disbursements.  
Meanwhile, the international community is having difficulty raising the resources to fully fund the current 
framework of the HIPC Initiative. How should the international community bring about higher ODA 
levels and effectively ensure not only that the HIPC Initiative is fully funded but that there is sufficient 
grant funding for these poorest countries to assist them in reaching the MDGs, while still maintaining 
debt sustainability?   Is there room for more expansion of multilateral lending, as in a counter-cyclical 
context?  Are donors making enough progress to harmonize procedures to reduce the excessive 
transaction cost of aid? Is some sharp break with past policy, such as the proposed International Finance 
Facility, required to raise ODA to levels needed to reach the MDGs? Could renewed allocations of SDRs 
by IMF be undertaken in ways that boost developing country reserves or public expenditures without 
threatening an upsurge in global inflation?    Could stronger international cooperation on tax matters help 
raise development revenues, as by reducing tax evasion?  Does the international community also need to 
contemplate a new policy departure for treating the excessive debt burden of HIPCs, or for developing 
countries in general, for that matter?  
 
  
Systemic issues 

The Monterrey Consensus recognized the urgent need to enhance coherence, governance, 
and consistency of the international monetary, financial and trading systems. In the year since the 
Conference, the Monterrey Consensus has helped to focus discussion in international forums.  
While there is need to continue strengthening partnership and coherence, there has been some 
progress on which to build. 

This applies, first of all, to monitoring the efforts of the various parties with responsibility 
for implementing policies and taking actions outlined in the Consensus.  In this context, at the 
request of the Development Committee, IMF and the World Bank have proposed a template to 
serve as a basis for regular monitoring of policies and actions needed to achieve the MDGs, 
including policies and actions of developing and developed countries and of international 
institutions.  Future efforts will complement those of the United Nations in leading the monitoring 
of MDG targets and indicators and progress toward achieving them, complemented by a major 
programme of research and advocacy. 

In addition, heightened consciousness of the need to build bridges among institutions, as 
called for in the Consensus, may be seen in the greater interaction of the World Bank, IMF and 
WTO in areas of overlapping concern, including increased attention to trade policy issues by the 
Bank and IMF, as was welcomed by the Development Committee in its Communiqué of 28 
September 2002 (para. 4), and the decision to strengthen IMF support to WTO in its areas of 
expertise, as well as additional World Bank technical assistance efforts to developing countries 
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and policy analyses in areas relevant to trade policy negotiations. At the same time, WTO and the 
United Nations Conference on Trade and Development (UNCTAD) cooperate in a number of 
areas.  Also, the United Nations Development Programme (UNDP), together with the 
UNCTAD/WTO International Trade Centre and the aforementioned institutions, cooperate in the 
Integrated Framework for Trade-Related Technical Assistance to Least Developed Countries. In 
addition, however, there is a concern that other developing countries need  stronger support in 
order to prepare adequately for the negotiations underway in WTO and other trade forums. 

The Consensus highlighted the need for effective and equitable participation of developing 
countries and countries with economies in transition in decision making and norm-setting in 
international economic institutions and forums.   Proper representation is needed to ensure that 
discussions and decisions taken there are fully cognizant of the perspective of these countries. In a 
first response to this concern, the Development Committee in its 28 September 2002 
Communiqué, called upon IMF and the World Bank to prepare a background document that would 
facilitate consideration of these issues (para 10).  The Committee is scheduled to discuss the issue 
of “Enhancing the voice and participation of developing and transition countries” at its meeting on 
13 April 2003.  

Economic and financial cooperation among regional groups of countries can effectively 
complement activities at the global level. Regional groups offer opportunities for macroeconomic 
consultation and coordination, monitoring financial vulnerabilities and administering schemes for 
mutual assistance. Regional initiatives may also play an important role in representing the 
interests of developing countries in international institutions and forums. 

Recent initiatives in Africa are a case in point. The New Partnership for Africa’s 
Development (NEPAD), a programme of the African Union, has not only served as a forum for 
consensus building among African countries, but it has also developed the unique African Peer 
Review Mechanism aimed at national implementation of agreed political, economic and corporate 
governance values, codes and standards. NEPAD has also served as an African interlocutor to the 
2002 Summit of the Group of 8, which then adopted the “G8 Africa Action Plan.” 39 In a 
complementary spirit, the countries and organizations making up the Strategic Partnership with 
Africa, meeting at the Economic Commission for Africa (ECA) in Addis Ababa on 16-17 January 
2003, converted it from a donors’ club into a partnership by adding African States and NEPAD as 
full participants, and pledged intensified and more effective assistance to African development. In 
addition, ECA organized the third “Big Table” on 18-19 January 2003, an informal consultation 
between African finance ministers and development cooperation ministers from developed 
countries, who addressed questions of improving aid effectiveness in the context of mutual 
accountability.40 

The Monterrey Consensus also began to ask how the international community might more 
effectively develop international policy proposals when they overlap the concerns of different 
institutions and forums. It did this through a case in point, expressing interest in the consideration 
by all relevant stakeholders of an international debt workout mechanism, in the appropriate 
forums. In the event, IMF staff have been developing such a proposal, the Sovereign Debt 
Restructuring Mechanism, and they have engaged in a strong degree of consultation with the 
private financial sector and civil society organizations, as well as with their own Executive Board, 
in developing the proposal. The proposal itself will be discussed at the 12 April meeting of the 
International Monetary and Financial Committee of IMF. 

 
39  Adopted by the G8 Summit, Kananaskis, 27 June 2002. 
40  For further information, see the web page of the Economic Commission for Africa (www.uneca.org). 
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Finally, the Monterrey Consensus sought to strengthen the role that the United Nations 
itself could play in promoting international cooperation for development. The mission and the 
daily practice of the United Nations is to facilitate international dialogue, create confidence among 
disparate parties, and find ways to build momentum toward consensus on international policy 
matters, including economic ones. It was the vision of the FfD process that the United Nations 
could be utilized more effectively than it had been in this regard. Governments have thus sought to 
create a new, more effective “coherence forum” at the United Nations for dialogue on economic 
and financial cooperation for development and it is the commitment of the Secretary-General, 
through his ongoing reform agenda, to make the Organization a more effective mechanism for the 
use of the international community.  
 
Questions 

Governance of the international economic system since the 1970s has been through a mixture of 
limited-membership and global (or almost global) forums and institutions. In recent years, there has been 
a proliferation of ad hoc, limited-membership bodies, several of which were mentioned in the Monterrey 
Consensus, and additional ones may be created. What should be the relationship between the ad hoc 
forums and the global institutions, which neither created nor oversee them? How are the commitments to 
strengthen the participation of developing countries and countries with economies in transition in 
governance of the global economic system being realized in the major international institutions? Does the 
experience of the present meeting suggest how it might help key intergovernmental bodies in the 
economic, financial and trade areas to strengthen through dialogue their coherence with the development 
goals of the international community?  Would informal preparatory meetings with participants drawn 
from relevant stakeholders on specific topics that might be identified help to prepare the discussion a year 
hence?  More generally, in what ways might the FfD process be further developed so as to reach the 
aspirations of the Monterrey Consensus? What implications does the present exercise have or should it 
have for the broader purpose of reforming and revitalizing the United Nations in the economic and social 
areas? 
 

 
Statement by Mr. Rubens Ricupero, Secretary-General of the United Nations Commission for 
Trade and Development (UNCTAD) 
 

Even in times when the geopolitical and economic landscape is reasonably stable, forecasters 
have learnt to hedge their predictions about economic events in the not too distant future.  But today is not 
such a time.  We are looking at the world economy through a glass darkly, arguably one too dark to 
contemplate sensible projections based on reasoned and professional debate and judgement.  
 

What we do know is that hopes that the European Union and Japanese economies could keep the 
global economy on track even as the United States slowed have been dashed.  Instead there has been a 
growing unease about the persistence of sluggish growth and the lingering threat of deflationary forces.  
While economic activity in the United States continues to be hampered by the financial excesses of the 
high-tech boom, including excess capacity, excessive corporate and household debt and accounting 
scandals, elsewhere in the industrial world, macroeconomic policy action came too little, too late.  
 

We also know that dealing with these problems has been complicated by trade imbalances and 
currency misalignments, which have become endemic features of the global landscape, and that under 
such conditions, the traditional tools of economic policy may prove to be ineffective.  And with corporate 
and household balance sheets still fragile almost everywhere, any weakening signs of their confidence can 
quickly raise the specter of a global recession.   
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Not surprisingly, under such conditions trade and financial flows had already pulled back, 
damaging immediate prospects in those developing countries that had come to rely on such flows to 
bolster growth in the 1990s.  It is hardly surprising then to find economic projections being downgraded 
even prior to the start of the military conflict in the Middles East. 
 

But quite apart from current uncertainties, economic security has eluded many developing 
countries in the current era of globalisation: a growing reliance on exports has all too often been faced 
with price volatility and trade barriers, greater dependence on private capital flows has brought with it 
vulnerability to speculative behaviour of international capital, and for those poorest countries still reliant 
on aid flows, donor fungibility has compounded falling levels of assistance.  Along with weak budget 
positions and generally high levels of indebtedness, policy makers across much of the developing world 
appear less able to take independent action to ensure the minimum well-being of their populations.  
Indeed, many developing countries now appear to have less control over their economic destinies than at 
any time since the ending of colonial rule.  Such a loss of control at a time when many are beginning to 
build or strengthen democratic institutions can itself be a further source of anxiety and instability.  

 
The challenge of finding a multilateral response to the problems of economic want and insecurity 

in the current theater of war will understandably be on the minds of many of us in the coming months.  
We can be certain that the economic impact of the war in Iraq will extend well beyond any immediate 
devastation to the human and physical capital of that country, requiring a truly regional level of 
participation in the rebuilding efforts.  But with the wider movement of goods, people and capital all 
likely to be further impeded at such times of extreme uncertainty and insecurity, all the more so when that 
insecurity is rooted just as much in political and even physical threats as in economic problems, we know 
from experience that the impact of current events will be felt hardest by the poorest communities and 
countries amongst us.  
 

It is, consequently, incumbent on us to act together to make sure that there is a multilateral 
response to the growing threat of rising economic insecurity.  This will require the cooperation of all 
member states, as well as the coordination of economic policies across major industrial countries.  The 
Bretton Woods Institutions, as specialized agencies within the UN system, are uniquely placed to 
organize and implement measures to provide minimum global safety nets and security, and to help poor 
countries to weather the current difficulties in the world economy.  The discussion of representation and 
governance of these bodies in order to strengthen the multilateral basis of decision-making is thus to be 
welcomed.  But consideration of financial support must be joined by support from all areas of the global 
economy.  The success of the Doha round in delivering on its promise to place the interests of developing 
countries at the centre of its agenda is also dependent on continued faith in multilateralism. 
 

Finding ways to bolster economic multilateralism is even more of a priority at this moment with 
political nerves in such an edgy state.  But making progress on this front will have to address, frankly, an 
erosion of trust and the absence of benign leadership both of which have helped weaken the multilateral 
economic system in recent years.  In large part, the deficit in trust has arisen because the stronger 
economic powers have adopted a mercantilist perspective and positions towards economic issues, even as 
they have professed their liberal credentials.  However, there are some hopeful signs on which to build.  
Policy actions from a global perspective, of a kind we in UNCTAD have long been calling for, is back in 
favour to correct the deep imbalances that have been holding back growth prospects across the global 
economy.  Attention, in this respect, has been focussed on European policy makers, with many voices, on 
both sides of the Atlantic, calling for a dose of an older European medicine to give an expansionary boost 
to the global economy.  We would not hesitate in adding our own voice to those calls.  
 

If all this sounds like a prelude to a return to first principles, it is intended to be just that.  The 
founders of the United Nations system hoped to ensure peace by guaranteeing both political and 
economic security everywhere.  Indeed, the latter was, after years of economic chaos and the horrors of 
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two world wars, precious enough to be considered a basic human right.  Although the conflicts that arise 
in the economic realm are often complex, they are also divisible; they are conflicts over "more or less" 
and there is often room in negotiations for a good deal of "give and take".  With the right political vision 
and leadership and a healthy dose of enlightened self-interest, pragmatism rather than fundamentalism can 
help shape outcomes in a desirable direction.  These were the ingredients that made for a Golden Age of 
growth and development in the three decades after 1945.  They have lost none of their relevance in 
today`s global economy where negotiations and exchanges still take place between very unequal partners 
facing very different economic problems.  Accordingly, the values of generosity and compromise must 
again be allowed to shape our common economic destiny.  And as after the Second World War, the 
political will must come from those at the top of the economic ladder who have already gained so much 
from the growing interdependence of nations.  
 
 
Statement by Mr. Mark Malloch-Brown, Administrator, United Nations Development Programme 
(UNDP) 
 
The United Nations, the World Bank and the Millennium Development Goals: A New Framework for 
Partnership 
 

 It is a great pleasure to be able to join you at these meetings today and it is particularly exciting 
to be able to do so at a time when there is a real transformation going on in development: for the first time 
we all have a shared vision of where we want to go and a commitment to work together to get there. 

 
That vision is, of course, based on the Millennium Development Goals, which are derived from 

the United Nations Millennium Declaration of September 2000. 
 
The MDGs are a very simple but powerful idea whose time has come. They are in effect the 

international community’s effort to set the terms of a globalization not solely driven by the interests of the 
strong, but managed in the interests of the poor.  

 
 As such they have electrified the development community by connecting the MDG agenda to 

real public opinion – and thus policy making – in both North and South. Donors are realigning their 
support around the MDGs, development agencies – as evidenced in part by your agenda here this week -- 
are doing the same, so is much of civil society. And most important of all political leaders in developing 
countries are starting to embrace them as part of their own policy platforms. 

 
They are being reflected in other arenas from regional initiatives like NEPAD to the agenda of the 

G-8. And they are helping re-shape and focus global debate on development  – not least by underlining 
the need for a renewed focus on Africa. 

 
And last but not least, they have helped provide a firm foundation for a much stronger new 

partnership between the UN system and the Bretton Woods Institutions. They provide a set of politically 
supported goals that can animate the PRSPs – pushing an anti-poverty and human development agenda to 
the forefront. 
 
Building a New Partnership 
 

Over the past few years – and particularly the past few months -- we have been living in a global 
environment characterised by dramatic change in politics, economics, society and technology– and doing 
so at a time when neither the UN development system nor the World Bank are what they were just a few 
short years ago. 
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The Bank under Jim Wolfensohn has dramatically pledged itself to poverty reduction and moved 
beyond loans alone to become a rich source of strategic country frameworks, advice and knowledge.  The 
UN Development Group – the collection of UN agencies working on development that I chair – has 
reoriented its own work to ensure a much more coordinated approach by the UN system as a whole in its 
country level development work and the World Bank last year formally became an observer member.  

 
More specifically, the UN Development Programme has undergone dramatic reform into an 

organization devoted to capacity building, advocacy and advisory services focused on six key thematic 
priorities: our four core practices of democratic governance, poverty reduction, energy and the 
environment, and crisis prevention and recovery and two current challenges on HIV/AIDS and the use of 
Information and Communications Technology for development. 

 
These moves have not only superseded the old, but long overtaken, basis of UNDP-Bank 

partnerships – our technical assistance helping pave the way for the Bank’s loans – but also once and for 
all overcome the more recent phase of the relationship when in the eighties and early nineties the civil war 
over structural adjustment led to deep institutional animosities. 

 
Instead we have in recent years forged a strong set of working partnerships in a wide range of 

areas from our joint participation as implementing agencies of the Global Environment Facility, to 
seconding UNDP staff to work with the setting up of the Development Gateway, to work in post-conflict 
areas such as Afghanistan, where we cooperated on the joint needs assessment much ongoing work and 
UNDP also played a key role in helping bridge the immediate humanitarian efforts where the UN system 
has the key role and longer-term recovery and reconstruction, where the World Bank is more prominent. 

 
While the donors’ choice of providing the hugely greater and more predictable financial resources 

of the Bank will always threaten to unbalance the partnership, almost as surely as Newton’s apple will hit 
the ground, we believe management and staff alike in UN and the Bretton Woods Institutions have never 
been more aligned. 

 
It is worth examining why the MDGs have been able to have such a catalytic effect on 

development. 
 
The key reason is because they are political rather than programmatic. While they help set and 

frame the development agenda they do not in themselves provide exclusive plans of action to move 
forward. 

 
As such, the MDGs, provide an overarching operating and accountability framework for all of us 

who work in development – and they are able to do so for two reasons. 
 
One is that unprecedented political buy-in.  
 
Those Goals did not come out of thin air  – they were derived from the historic UN conferences 

of the 1990s and now also lie at the heart of not just the Monterrey Consensus but also the Johannesburg 
Plan and Implementation agreed at the World Summit for Sustainable Development last year. 

  
The other is their simplicity and measurability – and thus accessibility. Anybody can understand 

them, grasp that they matter, judge whether or not his or her country and the wider world is doing enough 
to achieve them, and take action if they are not.  

 
As such the MDGs are the ultimate bottom-up, grassroots, pocket-book development agenda; 

they are firmly focused on the bread and butter of political life everywhere – and you certainly don’t need 
a PhD in economics to participate in the debate. 
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The UN System’s Role 

 
For our part, the UN system, under the overall coordination of the UN Development Group, has 

been moving forward in four key areas to help meet the MDGs: 
 
 First, comprehensive reporting on progress, both through an annual, global update by the 

Secretary-General on overall progress towards meeting the MDGs and through country by 
country MDG Reports to measure and benchmark progress of which 30 are now complete 
and some 60 more underway, with the aim of covering every developing country by the end 
of next year. These are prepared by the full UN Country Team, in cooperation with 
governments and increasingly, other partners, including civil society. They are deliberately 
easy to read, documents that aim to provide snapshots of what is happening on each MDG in 
each country. 

 
 Second, a Millennium Project, drawing on a broad range of intellectual firepower in the form 

of 350 policymakers, practitioners and experts from North and South – including the World 
Bank and IMF and other international agencies -- to identify new solutions and ideas from 
across the natural and social sciences on how to accelerate progress towards the MDGs.  The 
first fruits of this effort will be part of the Human Development Report 2003, which will also, 
for the first time, provide information on how every country for which data is available  – 
even those that have not yet completed their first national report -- are doing on the MDGs 

 
 Third, a Millennium Campaign to build and sustain a real popular movement to support the 

MDGs in developed and developing countries alike. A unit is up and running under the 
leadership of Eveline Herfkens, the former Netherlands Development minister and World 
Bank ED, that has started to build real networks and partnerships across civil society, 
parliamentarians, media and other key groups world-wide 

 
 Fourth, a major effort by all the arms of the entire UN system to provide concrete, 

coordinated country assistance clearly aligned behind the MDGs. And I am very pleased to 
say that the first generation of new UN country programs, – Common Country Assessments 
and UN Development Assistance Frameworks  -- drawn up in large part on the basis of 
alignment with the MDGs will come on line in the next few months. The key result areas in 
the Benin UNDAF, for example, are derived from the PRSP, selecting from those national 
priorities that contribute to the achievement of the MDGs where the UN has a comparative 
advantage. 

 
Ultimately, all four of these legs are aimed to support - -and help provide new information and 

ideas to help drive – nationally owned development strategies. 
 
As was agreed in the Monterrey Consensus, they and other mutually agreed development goals 

need to be integrated through a new “partnership” that imposes mutual obligations on developed and 
developing countries. Because we all know, from hard experience with many past initiatives, that country 
ownership of the MDGs is indispensable to their success. And to ensure that ownership the MDGs also 
need to be customised and tailored to national circumstances and built into national medium term goals 
and strategies. 
 
A Division of Labor:  PRSPs and MDG Monitoring: 

 
For over 70 of the world’s poorest countries, that means the PRSPs, which have become the 

primary development planning instrument, must also be aligned with MDGs. 
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In that sense, the PRSPs are a major breakthrough in development and we at UNDP recognize 

and applaud them as such -- and have been at great pains to build internal UN support for them despite 
misgivings by some of our colleagues about the trade-offs between macroeconomic ceilings and poverty 
reduction. 

 
It is also why we unequivocally agreed that the UN Development Group’s UN Development 

Assistance Framework – UNDAF – is not an alternative to the PRSP. Rather it is an important but limited 
business instrument for ensuring the UN team’s cohesion behind the overall national development 
strategy that will be increasingly expressed through the PRSP. And the fact that the World Bank is now 
an observer at the UNDG, further underlines this new cooperation. 

 
But while the World Bank and IMF clearly lead on this, the members of the UN Development 

Group, with the agreement of national governments, have come to fully support PRSPs drawing on our 
traditional strengths in providing technical advice, sectoral expertise, building national capacity for 
poverty monitoring and analysis and promoting national dialogues around strategies to help ensure they 
are country-owned and country driven in practice as well as principle. 

 
Because our aim must always be to help ensure real alignment between MDGs and PRSPs – and 

indeed alignment between MDGs and development planning instruments in countries that don’t have 
PRSPs, where a majority of the world’s desperately poor people still live.  

 
And that is where the MDG Reports I mentioned come in.  
 
Because this issue of measuring, benchmarking and monitoring progress towards the MDGs is 

where the UN system leads -- albeit with the support and cooperation of the World Bank and, 
increasingly, the IMF. And that leadership is key to helping make sure the MDGs do not become seen as 
merely an add-on or cosmetic cover to more traditional development approaches. 

 
To understand just what these MDG Reports help do – and how they differ from the more formal 

PRSP progress reporting system which is clearly the Bank’s responsibility - -it is important to grasp what 
I said earlier about how the real power of the MDGs lies in their ability to re-shape the political debate 
and hence the programmatic framework for development planning. 

 
PRSP reporting looks at a wide range of indicators that increasingly incorporate MDGs but reach 

well beyond them, particularly with regard to macroeconomic numbers which their authority would view 
as early indicators that a country is on track to achieve progress in achieving the Goals. 

 
The MDG Reports, by contrast, as simple, easy-to-read, non-prescriptive documents, are 

explicitly intended to help inform public debate and political discussion and are issued in the local 
language(s).  

 
They seek to take the issues to classrooms and coffeehouses, town-halls and tenements, fields and 

factories, showing everyone from the President down to schoolchildren where their country is lagging its 
neighbours and where it is leading; where more attention needs to be paid and where things are on track, 
where more resources are essential and where they are not being effectively used. 

 
The important point is not simply that these reports make development accessible to the layman 

rather than the expert, but that by doing so they stimulate and help guide the kind of difficult political 
choices needed to establish the parameters within which the more detailed kind of planning represented in 
PRSPs and similar instruments can operate providing a platform for real policy change.  
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National ownership in reality rather than rhetoric means that a country needs to decide for itself 
the difficult questions of whether girls education should be a bigger budget priority than clean water, or 
whether sanitation needs more attention than slum-dwellers when trying to match resources with needs. 
This is part of our efforts to help bring the MDGs ‘home’. Too often, global goals and targets have 
remained at the global and inter-governmental level; too seldom did they make a real difference in terms 
of policy reforms, budget re-structuring and institutional change. 

 
Those kind of tough tradeoffs are the nuts and bolts of successful development. But they can only 

be made effectively with both clear data and an inclusive in-country political process -- of the type that 
the UN system with its strong country presence is well placed to promote --  by which relevant actors 
agree on an appropriate set of national (and sub-national) targets and actions based on that information.  

 
That data then also becomes the test of success or failure in future years. Because the benchmark 

of whether policies are working is whether they are impacting on key MDG targets: are more kids in 
school? Is maternal mortality declining? Is poverty dropping? Are we making progress on HIV/AIDS? If 
the MDG Reports show the answer to that is no, then it clearly points the need of change in policies, if it 
is yes, then it provides a powerful vindication of current strategy. 

 
As such, we believe the MDGs can best be seen as both the front and back end of the PRSP: the 

Goals represent the overarching framework for the PRSP and the way to monitor whether they are 
performing as advertised: paying real attention to the needs of the poor and overall development 
priorities. 

 
They are in effect a real-time accountability framework -- tracking year by year just what is 

working and what isn’t, where progress is being made with regard to all those goals derived from the 
great UN conferences and thus helping drive real change in a much more timely and effective manner 
than our traditional 5 and 10 year conference reviews. 

 
But it is important always to remember that the success or failure of this entire vision depends 

fundamentally on a larger vision of global partnership between developed and developing countries, 
articulated in the Millennium Declaration, expressed in Goal 8 and fleshed out at Monterrey. 

 
It is no exaggeration to say the overall success or failure of the new global partnership the world 

is trying to build will hinge on the commitments of rich countries to help poorer counterparts who are 
undertaking good faith economic, political and social reforms.  

 
While reallocation and broader mobilization of domestic resources towards MDG related goals, 

strengthening of governance and institutions, and adoption of sound social and economic policies in 
developing countries may all be necessary to achieving the Goals, they are far from sufficient.  

 
The fact is, longer term initiatives to halve hunger and poverty will fail without a fundamental 

restructuring of the global trading system, particularly in agriculture, that sees rich country subsidies 
dismantled, tariffs lowered and an even playing field created. The fight against HIV/AIDS, malaria and 
other diseases will be lost without an effective supply of affordable, essential drugs to the worst affected 
countries. Stable, long-term fiscal planning is impossible for some of the poorest states without more 
systematic, sustained debt relief. And last, but by no means least, it is important to remember that 
estimates of an additional $50bn of development assistance to meet the MDGs made by both the UN and 
the World Bank are a minimum – and already assume large scale reallocation of and improved access to 
domestic resources and other sources of finance. 

 
For the fundamental vision of the MDGs as a means of better managing globalization on behalf of 

the poor are to be met the eight goals need to be seen as an indivisible package.  It is a package that holds 
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unprecedented promise for achieving improvements in human development across the world and they 
represent a promise every country in the world has already pledged to keep. 
 
 
Statement by Dr. Gro Harlem Brundtland, Director-General of the World Health Organization 
(WHO) 
 

The agenda for discussion by the Development Committee – agreeing on a framework for 
monitoring policies and action, and reviewing progress and critical next steps in implementing the MDGs 
– is also at the heart of WHO’s development agenda. 

 
Three of the eight MDGs, eight of the 18 targets, and 18 of the 48 indicators are health-related. A 

number of critical areas, including reproductive health and non-communicable diseases, are not explicitly 
mentioned. It is important not to lose sight of the intent of the MDGs to improve peoples’ health and 
livelihoods overall, rather than just those aspects that are reflected in the specific goals, targets and 
indicators. 

 
Recognizing the interdependence of the goals is of critical importance: progress on one health 

goal will affect progress on others. Similarly, progress on health goals will have a positive impact on 
overall poverty, and efforts in health will have a mutually reinforcing relationship with efforts in 
education and water supply. Common to all these efforts is the need to address the systemic and 
institutional issues that limit progress in most low-income countries, and to adopt multisectoral 
approaches. 

 
Progress towards the health goals and targets has been uneven across regions. Sub-Saharan Africa 

has the furthest to go. Because the health goals are expressed in terms of national averages rather than 
gains among the poor or disadvantaged, as other MDGs are, they could be reached without significant 
improvement in the poorest groups. Differential analysis of MDGs will be important to ensure that equity 
concerns are addressed. 

 
The MDGs are assuming an increasing strategic importance, not just within the United Nations 

and the Bretton Woods Institutions, but in many development agencies. They are being used to focus and 
re-orientate the work of individuals and programs, and serve as a benchmark against which to assess 
development impact and organizational performance. 

 
A concerted effort to tackle the systemic constraints that hinder progress, on a scale 

commensurate with the size of the problem, is central to achievement of the health (and other) MDGs. 
The areas to be addressed are well known – with issues affecting the supply and distribution of human 
resources in health professions a key element. Other issues include: financial, physical and social barriers 
to access; safe and predictable supplies of affordable drugs and vaccines; systems for increasing coverage 
through public-private partnerships; a policy and institutional framework that allows the state to act as an 
effective steward of the health system; systems for working across, and learning from other sectors; and 
so forth.  Many of the specific actions required, particularly those designed to ensure that health care 
systems benefit the poor, will necessarily be shaped by local context. The 2003 World Health Report 
which has as its topic health systems and the MDGs, will focus on all of these issues. 

 
Substantial increases in efforts of national governments and international agencies are needed for 

many countries to achieve the Millennium Development Goals. This is particularly true of the health-
related goals and targets of the MDGs. The Commission for Macroeconomics and Health provides an 
indication of the level of increase that is needed. Increases in financing alone, however, will not be 
enough. Scaling-up work to address the systemic constraints that limit the effectiveness, with which 
resources are used, with a particular focus on addressing the needs of the poor, is equally important. 
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WHO is actively engaged with the World Bank and other development partners in defining and 

taking forward an agenda for accelerated action to achieve health, nutrition and population MDGs. The 
principles outlined in the background paper on accelerating progress reflect WHO’s thinking and 
commitment to this agenda. Support for the achievement of MDGs should not be seen as a new or special 
initiative. To date, much external support for the MDGs from development partners has focused on 
clarifying and harmonizing reporting procedures. There is an equal need to co-ordinate technical support 
for policies and strategies, and ensure a better fit between national development processes, particularly 
PRSPs and SWAPs, and global initiatives, such as the Global Fund for AIDS, Tuberculosis and Malaria. 

 
The MDGs provide a new lens through which to assess existing programs, and thus have the 

potential to provide the basis for new forms of accountability – both for governments and for international 
organisations. Internally, WHO is aligning its policies and procedures within the overarching framework 
of the MDGs. The directions outlined in WHO’s corporate strategy link closely with the MDGs. WHO is 
also taking the MDGs into account in the preparation of the strategic program budget for 2004-2005 and 
in formulating strategies for supporting countries as part of the process of drawing up WHO Country 
Cooperation Strategies. 

 
WHO supports national efforts to achieve the MDGs through an extensive body of normative and 

technical support work in the areas of maternal health, communicable disease control, HIV/AIDS, access 
to medicines, water and sanitation, and environmental health. In addition, all countries can benefit from 
actions which strengthen national capacity to track progress and monitor outcomes in ways that avoid 
duplication of effort and ensure consistency and quality of data. 

 
WHO has worked with other UN agencies and DESA to identify indicators associated with each 

health-related MDG and target, and is now collaborating closely to establish complementary and coherent 
reporting procedures for the MDGs. 

 
WHO’s work on MDG reporting is complementary to efforts to improve access to and reliability 

of country health data. A framework to ensure the quality of health statistics has been developed based on 
five criteria: validity, reliability, cross-population comparability, data audit trail and consultation with 
countries. The World Health Report 2003 will provide country results for the 17 MDG health indicators 
monitored by WHO, in addition to the core health indicators routinely published in previous reports. 

 
There is also a growing body of literature on implementing poverty-focused health programs that 

will help to achieve the MDGs.  This month (April 2003), the OECD and WHO will jointly publish an 
important reference document called ‘Poverty and Health’. Building on the OECD's Guidelines on 
Poverty Reduction, the document sets out the essential components of a pro-poor health approach. It 
provides a framework for action within the health sector, but also looks beyond it -- to essential policies 
in other sectors, and to global action and initiatives that are necessary to improve health in poor countries 
and amongst the poorest in those countries. 

 
Progress at national levels is fundamentally linked to international actions. From the perspective 

of health, these include trade agreements at global level that influence access to drugs and health services; 
international initiatives that affect migration and the health labour market; new approaches to research 
and development of technologies to address diseases that drive poverty; and international partnerships 
that can mobilise additional resources for health. 

 
The MDGs represent an aspiration which will be difficult to attain in their entirety for some 

countries. Both for them, and for the countries well on their way, the enormous stimulus to action that the 
MDGs provide can bring about substantial and sustained progress that will transform huge numbers of 
lives. 
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Statement by Mr. Supachai Panitchpakdi, Director-General of the World Trade Organization 
(WTO) 
 

Advancing the Doha trade Round has become all the more important in the light of slow 
economic growth that is now affecting all regions of the world economy.  A boost to investor confidence 
is urgently needed – a sign that developed and developing country governments alike are serious about 
opening their markets to competition and setting about correcting structural economic weaknesses that 
will raise long-term growth prospects and create the conditions for renewed economic prosperity.   

 
Trade growth is key for economic growth and poverty reduction.  The trade negotiations have the 

potential to unlock substantial new resource flows to developing countries, far exceeding those that can be 
generated through official aid or debt relief.  

 
The Doha Round is politically important too – at this difficult juncture, governments need to 

demonstrate a renewed commitment to multilateral cooperation and to shared responsibility for solving 
problems of poverty and unemployment, which are so closely bound up with problems of international 
security. 
 

As important as bilateral or regional initiatives are, history shows that multilateralism offers the 
most powerful means of achieving deep and lasting trade liberalization.  Only through a balanced 
negotiation will countries achieve the cross-sectoral trade-offs that drive liberalization forward.  Only an 
inclusive approach – based on the principle of non-discrimination – can ensure that the weakest and 
poorest countries are not marginalized.  

 
It is therefore important that the trade negotiations retain the ambitious objectives set by Ministers 

in Doha if we are to deliver a real Development Round and a boost to world economic recovery.  There is 
no reason to begin doubting the possibility of meeting the target date of end-2004 for finishing the 
negotiations.  No reason, that is, unless governments decide that their political will to complete the 
exercise is no longer there.  And that, surely, would send a very damaging signal around the world – 
damaging to the prospects for economic recovery, and damaging too for the process of multilateral 
cooperation in general.   

 
Starting to roll back levels of ambition for the trade negotiations is no answer.  It would quickly 

spiral downwards, as more and more trade-offs are closed out, condemning the negotiations to 
insignificance in the eyes of developing countries and of business world-wide.  

 
Nowhere is that more true than in the negotiations on agriculture, a sector that is of vital 

economic significance to a large number of WTO Members.  Nothing would be served by producing a 
minimalist approach.  Instead, political opinion must be brought around from viewing agriculture as a 
matter of purely domestic concern, to appreciating its importance for poverty reduction, development, and 
international security. Rural poverty is the most endemic and corrosive form of poverty in the world.  
Continuing high levels of restriction and distortion to agricultural trade are a large part of the problem.  
They must be brought down. 
 

Given the level of ambition of the Doha Round, it is inevitable that we have hit some bumps 
along the road.  The two things that are key to every trade negotiation are political commitment and 
convergence of positions.  Those are what we need now to work on to ensure a successful Ministerial 
Conference in Cancún next September. 
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As was the case during the Uruguay Round, the support of finance and development Ministers, 
and of the IMF and the World Bank, is vital – politically, at the national and international levels, and 
technically and financially. 
 

Trade’s role in the development process has never been more widely recognised.  We know that 
if developing countries are to grow their way out of poverty, much more must be done to remove barriers 
facing their exports of goods and services.  Trade liberalization, in both developed and developing 
countries, is an essential element of a comprehensive strategy for accelerating growth and reducing 
poverty.  We know, too, that bringing developing countries more fully into the global trading system is 
key, not only to a more equitable world economy, but a more secure and stable one as well.   

 
Developing countries are united in wanting trade to play a bigger role in their economic 

development, but they are saying that they need help to do that, and they need it urgently.  Improved 
market access opportunities must be backed up by more focused and generous support, particularly for the 
poorest developing countries.  They need reassurance, early on, of readily available and sustained 
financial assistance to manage external and financial imbalances they encounter in the course of adjusting 
to trade reform, particularly in an environment where many of them are already struggling with sluggish 
world growth, debt problems, depressed levels of foreign capital inflow and weak terms of trade.   

 
They need reassurance also that they will receive large-scale financial support to adjust the real 

sectors of their economies to an ambitious new programme of trade liberalization and reform, including 
the domestic capacity-building that will be involved – from improving the customs to upgrading the 
supply-side of their economies. 

 
 We need to make real progress in the Doha Round at the next WTO Ministerial Conference in 
Cancún in September.  This is central to the trade and development interests of developing countries.  It 
has become central, too, to a coordinated approach, by trade finance and development Ministers to 
renewing confidence in an early improvement in world economic prospects, and in multilateral 
cooperation generally. 
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      Washington D. C., April 13, 2003 

 

DEVELOPMENT COMMITTEE COMMUNIQUE 

 

1. We met today to review progress in the work of implementing the strategies, partnerships and actions 
agreed in Monterrey and Johannesburg to achieve the Millennium Development Goals1 and to consider ways to 
enhance the voice and participation of developing and transition countries in our institutions. 
 
2. Since our meeting last fall, the global environment has become more uncertain. Slower economic growth, 
the war in Iraq, and failure to make more substantive progress on the Doha Development Agenda add to the 
challenge of implementing the global development agenda. We therefore strongly reaffirmed our commitment to 
the global effort needed to reduce poverty in developing and transition countries and achieve the MDGs. 
 
3. To accelerate progress toward these and related goals, we emphasized the need for policies by both 
developed and developing countries in partnership to generate stronger economic growth complemented by 
actions to enhance the capabilities of poor people to participate in growth and access key social services. For 
developing countries, three interrelated areas in particular require strengthened efforts:  improving the 
environment for investment and private sector activity, including macroeconomic stability and supporting 
infrastructure; strengthening governance, including public financial management, and capacity in the private and 
public sector; and increasing human capital through broader and more effective delivery of basic and social 
services to the poor. Such stronger reform efforts by developing countries would lay the foundations for enhanced 
growth and private financing. As agreed at Monterrey, these efforts need to be matched with stronger support 
from developed countries, in particular through increased market access for developing country exports, debt 
relief, and increases in the volume, predictability and effectiveness of aid. Proposals to achieve this, including 
facilities, are being considered and we look forward to progress in the coming months. We are pleased that on 
April 8, IDA’s Thirteenth Replenishment became effective. We also reaffirmed our commitment to increased 
assistance to the sub-Saharan African and other countries that face special challenges in meeting the MDGs. 
 
4. On improving aid quality, including its delivery and management aspects, we called for swift progress in 
implementing the results agenda and the agreements in the Rome Declaration on Harmonization. We underlined 
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 the central importance of anchoring strengthened efforts in country-owned strategies, as set out for low-income 
countries in PRSPs, linked to national budget processes and providing the country context within which donors 
and international agencies can align support. 
 
5. We welcomed the progress on developing a global monitoring framework to allow the Committee to 
regularly assess progress and to reinforce accountabilities among developing and developed countries, as well as 
institutional partners, for the policies and actions for achieving the MDGs and related outcomes. We urged the 
Bank and the Fund to continue to work closely with partner agencies—UN, Regional Development Banks, 
OECD/DAC and WTO—using institutional mandates to guide the division of responsibilities for monitoring 
work. We called upon both multilateral agencies and bilateral donors to take the necessary steps to refine and 
harmonize their instruments of analysis and measurement. In this context, we urged the Bank, working in a 
participatory manner, to continue to improve the Country Policy and Institutional Assessment (CPIA) 
methodology and the transparency of its application. The urgency of the work on statistical capacity building, 
especially for those countries most at risk of not meeting the MDGs, was underlined. We looked forward to the 
next global monitoring report. 
 
6. Continuing progress on the Fast Track Initiative on Education For All was welcomed although we 
recognized that more needs to be done to follow up on the commitment to adequately fund the initial seven 
countries and to provide the required support to other countries that meet the eligibility criteria. Furthermore, 
extra efforts are needed to achieve the 2005 MDG on gender parity in access to primary and secondary education. 
We asked, before our next meeting, to be informed on progress. We reviewed progress on water and sanitation 
and underlined the important contribution that these make to the other development goals. We welcomed the 
Bank’s recent strategy to enhance support to the water sector and look forward to its implementation. We noted 
the recent report of the Panel on Financing Water Infrastructure, and asked the Bank to consider, before our next 
meeting, how it can implement relevant recommendations of the Panel report. We also considered progress in 
health and HIV/AIDS and encouraged the Bank to strengthen further its cooperation with other partners and to 
intensify its efforts at the country level. While each service sector will have to find its own approach to 
accelerating progress, we underlined the importance of anchoring the efforts to achieve MDG goals in country-
owned strategies such as in PRSPs for low-income countries. We stressed that sound policies and efforts by 
developing countries should be supported by adequate and appropriate financing and we asked the Bank to report 
on progress in this regard at our next meeting. 
 
7. We emphasized the critical role of investment in infrastructure for economic growth, and its linkages with 
the provision of social services and the attainment of the MDGs. We welcomed the Bank’s renewed commitment 
to increase its support to such investment and asked the Bank to report on its further efforts at our next meeting. 
 
8. Trade remains of crucial importance to growth and poverty reduction. At a time of global uncertainty, it is 
even more important to demonstrate that multilateral cooperation can succeed in meeting the ambitious targets set 
for the Doha Development Agenda. We urge countries to come to an agreement quickly in those areas where 
Doha deadlines have already been missed. It is essential for developed countries to do more to liberalize their 
markets and eliminate trade-distorting subsidies including in the areas of agriculture, textiles and clothing, which 
are of particular importance for developing countries. At the same time, we emphasize the importance of trade 
facilitation and liberalization efforts in developing countries. These efforts must be integrated into an overall 
development strategy, in conjunction with the necessary policies, infrastructure and institutional capacities that 
strengthen their ability to participate in international trade. We call on the Bank and the Fund to continue to step 
up their efforts to support trade. We urge that future Country Assistance Strategies include trade-enhancing 
lending operations and capacity building for member countries where such trade-related support is a clear country 
priority. 
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9. Enhancing the voice and effective participation of developing and transition countries in the work and 
decision-making of the Bretton Woods Institutions can contribute importantly to strengthening the international 
dialogue and the effectiveness of these institutions. We welcomed the recent capacity-enhancing decisions by the 
Executive Boards of the Bank and the Fund and we urge them to consider additional steps that might be taken. 
These decisions will help to ensure that a more effective capacity exists to articulate the views and concerns of all 
members. We encourage potential donors to actively pursue the idea of creating a financing mechanism that could 
support independent research and advice in key policy areas. Broader and more far-reaching ideas have also been 
advanced to help achieve enhanced participation in the institutions. We note that a status report by the Fund 
Executive Board to the IMFC on the adequacy of IMF resources, the distribution of quotas and the strengthening 
of Fund governance is to be prepared for its next meeting. We requested the Boards of the Bank and Fund to 
consider and elaborate upon options with a potential for broad support, taking account of shareholder and 
institutional implications. On this basis, we will pursue our discussions of these matters and requested a progress 
report for our next meeting. 
 
10. We welcomed the progress made on the HIPC initiative and reconfirmed our commitment to its 
implementation and full financing. We recalled that achievement of long-term debt sustainability will require 
actions on the part of HIPC countries as well as development partners to complement debt relief under the 
enhanced HIPC initiative. We also recalled that within existing guidelines, additional relief can be provided at the 
completion point, on a case-by-case basis. We welcomed the donor community pledges to close the financing gap 
in the HIPC Trust Fund and urged donors to translate these into concrete contributions in the coming months. We 
welcomed the recent paper by the Bank and the Fund that reviewed the difficult issues of creditor participation, 
including HIPC-to-HIPC debt relief and creditor litigation and welcomed the decision by the Bank to explore 
options to assist with HIPC-to-HIPC debt. We once again reiterated the request that all official bilateral and 
commercial creditors that have not yet done so participate in the HIPC initiative. We look forward to reviewing 
implementation, including any difficulties encountered in reaching decision and completion points, at our next 
meeting. 
 
11. We noted that the present situation in Iraq poses significant challenges, with an urgent need to restore 
security, relieve human suffering and promote economic growth and poverty reduction. We support a further UN 
Security Council resolution. We further note that engagement by the international community including the 
Bretton Woods institutions would be essential for sustained economic, social, and political development in Iraq, 
recognizing that the Iraqi people have the responsibility to implement the right policies and build their own future. 
The World Bank and the IMF stand ready to play their normal role in Iraq’s re-development at the appropriate 
time. They will also monitor closely the impact of the conflict on all their members and stand ready to help and 
support those adversely affected. It is important to address the debt issue, and we look forward to early 
engagement of the Paris Club.  
 
12. The next meeting of the Development Committee will be held in Dubai, United Arab Emirates, on 
September 22, 2003. 
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1 The President of the World Bank and the Managing Director of the Fund will each provide a statement, in advance 

of the meeting, focused on agenda topics and other items.  
 

On this occasion there will be only one session of the Committee – from 9:00 a.m. until 12:45 p.m., during which 
the agenda items under I and II above will be discussed. There will also be a Chairman’s Lunch for Members 
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2 The President’s Note will, inter alia, update progress on HIPC, the Rome High-Level Forum on Harmonization and 
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