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NOTE ON THE SEVENTY-SEVENTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 
The Joint Ministerial Committee of the Boards of Governors of the World Bank and the International 
Monetary Fund on the Transfer of Real Resources to Developing Countries – the Development 
Committee – held its seventy-seventh meeting on April 13, 2008, 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.  Members circulated their written statements in advance and these are part 
of this document.  Also included are notes by the Bank President and the Fund Managing Director 
distributed ahead of the meeting.  The meeting started at 9:15 a.m. and ended at 1:30 p.m.  It was chaired 
by Mr. Agustín Carstens, Minister of Finance and Public Credit of México. 
 
The Agenda (Annex A) was adopted at the beginning of the meeting, followed by discussion of two 
topics:  the first, Overcoming poverty in the poorest countries, particularly in Africa. The second topic 
Recent market developments, including higher commodity prices - challenges and opportunities for low 
and middle income countries.  To secure a more informal-interactive, and extensive discussion among 
Members on the first agenda item, no specific document was prepared but a PowerPoint presentation by 
the Bank President and the Global Monitoring Report 2008 were referred as an important discussion 
basis.  
 
In addition to the above discussion topics, the agenda included the following background reports that 
Ministers commented on in their written statements: 
 
Background Reports:  (i) Global Monitoring Report 2008 and (ii) Towards a Strategic Framework on 
Climate Change and Development for the World Bank Group - Concept and Issues Note. 
 
The Communiqué (Annex B) was at the end of the meeting and records the salient points and outcome of 
the Ministerial discussion. 
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Note of the President of the World Bank, Mr. Robert Zoellick, to the Development Committee 
 
Introduction 
 
The Committee is meeting at a time of some important achievements, including the agreement on the 
largest ever IDA replenishment, and the agreement at Bali to develop new international agreements on 
climate change, but also when the global community is faced with new and continuing challenges.  One 
challenge is to take stock at the half way point to the MDG target year of 2015, and then take the action 
needed to help get the world back on track to meeting the MDGs – including scaling up aid to meet the 
Gleneagles targets. Another is to follow through on the Bali commitment to agree a viable set of actions, 
policies and support to avert the risk and mitigate the consequences of climate change, integrating these 
policies and actions with those needed to secure successful growth and development. Meeting these 
challenges over the medium term will be made harder by the impact on developing countries over the 
more immediate future of financial turmoil and slower growth in high income countries, and the impact 
on many poor countries and people of high energy and food prices.  There is also the continuing challenge 
of achieving a successful outcome to the Doha round. 
 
Against this background, the Committee’s agenda focuses on some key issues: (1a) overcoming poverty 
in the poorest countries, particularly in Africa: achieving the MDGs, and growth strategies; (1b) fragile 
situations and post-conflict states; and (2) recent market developments, including higher commodity 
prices: challenges and opportunities for low and middle income countries.  The Chairman’s Luncheon 
will allow for further discussion on recent market developments, and on Voice and Participation.  In 
addition, Ministers can raise other topics they wish to highlight, or suggest issues for future discussion. 
There will also be a separate meeting with expanded attendance on the challenge of climate change and 
building synergies between climate action and development.  A full discussion of this topic and how the 
Bank Group can contribute is expected at the October meeting of the Committee. For both this and the 
Committee’s main discussion this year’s Global Monitoring Report (GMR) will act as a valuable 
background document on progress on the agenda for inclusive and sustainable development. 
 
This note provides an update on work under these themes and also on some other key issues which the 
Committee has discussed in the past but that are not specifically on the agenda for this meeting, such as 
the crucial work on addressing issues of governance and corruption.  
 
Strengthening the Bank Group Contribution:  Strategic Directions 
 
Strategic Directions for the World Bank Group.  At its meeting in October the Committee discussed a 
vision of the Bank Group contributing to inclusive and sustainable globalization with strategic directions 
encompassing six themes: 
 

 Helping overcome poverty and spur sustainable growth in the poorest countries, especially in 
Africa. 

 
 Addressing the special challenges of states coming out of conflict or seeking to avoid 

breakdown of the state. 
 Developing a competitive menu of development solutions and customized services for middle 

income countries. 
 

 Playing a more active role in regional and global public goods. 
 

 Supporting development and opportunity in the Arab world. 
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 Fostering knowledge and learning agenda across the Bank Group. 
 
Since that time, discussion around the strategic themes has benefited from input throughout the 
organization, close engagement with the Board, stakeholders, and outside parties.  Shortly after the 
Annual Meetings, working groups composed of staff from across the Bank Group undertook further 
diagnostic work and developed ideas to pursue the themes.  The outcomes of this on-going process have 
been discussed with Executive Directors.  These discussions formed the basis for the Bank Group 
Strategic Directions contained in the recent medium-term strategy and finance paper.  Following the 
Board discussion, staff from across the Group had a chance to contribute actively to the dialogue through 
a series of open forums.  During the course of the Spring Meetings, further dialogue will be held with 
Civil Society Organizations. 
 
The strategy process is not intended to have a definite end point.  The development and pursuit of a 
strategy can best be described as: beginning with strategic direction, assessing the external environment 
on a continuing basis, and pursuing an ongoing, iterative process of setting objectives; piloting, executing 
and learning; consulting with and learning from clients and partners; seizing opportunities; and 
continually assessing how best to move toward the goals suggested by the strategic directions. 
 
Current Economic Environment 
 
So far the impact on developing countries of financial turbulence and economic slowdown in advanced 
economies has been contained, thanks to strong fundamentals and macroeconomic policies.  Growth in 
advanced economies is projected to slow quite sharply, but developing countries are expected to remain a 
key driver of global growth: while developing country growth will slow, it is projected to remain at nearly 
7 % in 2008.  Nevertheless there is a significant downside risk – and emerging market countries that are 
heavily dependent on capital flows or have large macroeconomic or financial imbalances could be 
particularly exposed.  Some emerging market borrowers are already facing wider spreads and higher new 
issue premiums, although both remain low compared to earlier periods of financial uncertainty.  
 
In addition, importing countries face energy and food prices which are expected to moderate but remain 
high.  Poor people in developing countries spend as much as half their incomes on food, with the urban 
poor the most affected.  Policy responses include targeted safety nets for the poor in the short run and 
policies to increase energy efficiency and production and to promote agricultural growth in the longer 
term.  In helping member countries face these challenges, the Bank Group stands ready to provide policy 
advice and financial support as needed, for example, in the form of extra budget support, support for 
social protection schemes and/or support for new agricultural investments. 
 
MDGs at the Halfway Point:  Overcoming Poverty and Spurring Growth 
 
Poverty.  2008 is the midpoint between the adoption of the Millennium Development Goals and the target 
year of 2015 - a time to take stock ahead of the UN Meeting on Finance for Development in Doha in 
December. As documented in the GMR, the news is mixed.  The world is on course to achieve the first 
MDG, halving extreme poverty by 2015.  Growth in developing countries has averaged 7% in the last 5 
years. Even in Sub-Saharan Africa, where most countries are likely to fall well short of halving extreme 
poverty, some 18 countries with better-managed economies have grown at an average of around 5.5% 
over the last 10 years.  But 20 other countries in the region, many affected by conflict, have remained 
trapped in low growth, with the incidence of extreme poverty actually growing.  Globally, over one 
billion people still live on less than $1 a day. Recovering lost ground over the next 7 years will be a major 
challenge – but faster progress is certainly possible. 
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Human Development MDGs 
 
The risks of falling short on the human development MDGs are considerably greater: despite progress, 
most of these MDGs are unlikely to be met at the global level.  Sub-Saharan Africa, and in some cases 
South Asia, are likely to fall seriously short particularly in health. The following areas are worth 
highlighting: 
 

 Nutrition. Malnutrition, especially among children under the age of two, is the single largest 
cause of child mortality. The damage to children's growth potential, cognitive development, 
educability, and adult earning potential that happens in these first few years of life is 
irreversible. Addressing the issue is made more urgent by the current rise in food prices and 
climate change. Food security is important, but other factors such as basic child care practices 
are even more critical. Tackling malnutrition effectively requires a multisectoral approach, 
with creative delivery mechanisms that engage communities, empower mothers, and in some 
cases engage the private sector. The Bank Group has an existing portfolio in nutrition, and is 
in the process of scaling it up through a multi-sectoral approach, especially in South Asia, 
Africa and Latin America -- the three regions most affected by malnutrition. 

 
 Health and health systems.  New donors and aid modalities – vertical and earmarked funds 

and private donors – have contributed to a marked increase in aid for health, but have also 
made securing aid effectiveness more challenging.  Much of health aid is off budget.  There 
are mismatches between increases in earmarked funds and absorptive capacity.  The answer 
is to strengthen country health strategies and systems to provide an anchor for all aid flows.  
The DAC has chosen health as a special focus area in monitoring the application of the Paris 
principles.  The Bank Group intends to shift its emphasis from support for individual projects 
to support for country health systems and partnerships with non traditional donors and the 
private sector. 

 
 Gender. Progress in achieving gender equality has been greater in health and education than 

in agriculture, infrastructure, private sector and finance. In response, the Bank Group 
launched in 2007 a World Bank Group action plan that promotes investments to better 
integrate women into the economy: Gender Equality as Smart Economics. The Committee 
supported the plan and it has also been endorsed by the G8 Heads of State.  Good progress 
has been made both in donor pledges and in beginning to provide support for action plan-
related activities in Bank Group member countries to increase women’s access to land, labor, 
credit and product markets. For instance, a gender action plan-funded study in Ethiopia found 
that providing space for both spouses’ pictures on the land use certificate significantly 
increased women’s registration for land ownership, and that this improved economic and 
social status, reduced conflicts, encouraged them to plant trees and to rent out land. This has 
led to Bank Group financial support for nationwide scaling-up of the program. Through the 
action plan, the Bank Group has also launched a research program as part of the Doing 
Business project on reforms that improve business opportunities for women. There will be a 
separate event on the action plan two days before the Committee meets to discuss in 
particular two policy approaches: (a) promoting economic opportunity for adolescent girls 
through incentives, such as conditional cash transfers, and through skills training matching 
labor market needs; and (b) promoting female entrepreneurship by reducing regulatory and 
legal constraints. 

 
Stronger, sustainable and more inclusive economic growth will be central. It reduces poverty directly, and 
expands resources for human development and environmental sustainability goals. For many of the poorly 
performing countries in Africa faster growth will depend above all on a mix of security enhancement, 
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political reform and consolidation, building basic government capacity and actions to increase private 
sector growth. For countries that have already begun to achieve higher growth, the challenge is to 
consolidate stability, further improve the private sector investment climate, strengthen infrastructure and 
improve regional and global links. The Commission on Growth and Development, established in April 
2006 with the support of a number of governments, the private sector and the World Bank, will report this 
spring on its findings regarding the strategies and policies most likely to generate rapid and sustained 
growth in developing countries. 
 
Private sector development.  A thriving and competitive private sector is key to inclusive growth, 
providing opportunities for better incomes, and better goods and services for poor households. Private 
firms and entrepreneurs provide 90 percent of jobs.  They are also the main providers of the goods and 
services - including playing a critical role in providing basic infrastructure and social services to low-
income households in many countries. Success in promoting private sector development depends on a 
combination of macroeconomic and country stability, a business environment characterized by sound 
regulation and low costs of doing business, and adequate infrastructure for both urban and rurally based 
businesses. In many countries, providing a sound business environment and adequate infrastructure to 
support agribusiness is a particular challenge - and of critical developmental importance given that an 
estimated 900 million of the world's poor live in rural areas. The World Development Report, 2008: 
Agriculture for Development estimates that growth originating in agriculture is around four times more 
effective in reducing poverty than growth originating elsewhere. The World Bank Group has strong 
capabilities to help governments improve the broader business environment, and is working to exploit 
synergies both between the different parts of the Group and also with external partners to support private 
sector development. 
 

 IFC has increased its commitments to over $8 billion per year (over $12 billion in FY07 
including direct mobilization), and it has done so while meeting its targets for development 
impact:  commitments in IDA countries; in Sub-Saharan Africa; in micro, small and medium 
enterprises; in infrastructure, health and education; and in the financial sector. IFC uses its 
financial strength and global expertise to bring investment and advisory services where they 
are needed most. At the same time, with increased volatility in emerging markets, IFC may 
be called upon to play more of its counter cyclical role. This will require IFC to continue to 
focus on priority areas such as IDA countries and frontier regions, while managing its risks 
prudently and maintaining capacity to adopt a counter-cyclical role when needed.  Leveraging 
the strengths of the whole World Bank Group in private sector development will be key to 
IFC's success. These challenges and the strategies for addressing them are outlined in IFC’s 
road map for the next three years: Creating Opportunity: Doing Our Part for an Inclusive 
and Sustainable World. 

 
 MIGA. There is considerable scope to build on the Agency’s success to date in leveraging 

private investment. Through the first eight and a half months of this fiscal year, MIGA has 
issued $1.8 billion in new coverage, bringing the total active portfolio to the highest level in 
the Agency’s history at $6.5 billion. While building on the work of other parts of the Bank 
Group and supporting projects that are aligned with member countries’ development 
strategies, MIGA is helping draw in foreign private investment without creating additional 
sovereign obligations. The Agency has focused on underserved countries and niche sectors: 
40% of the current portfolio is in IDA countries, and 45% in the infrastructure sector. At the 
same time, with its strong track record in resolving investor/government differences, MIGA 
plays a valuable role in helping countries retain investment in less certain environments. 

 
 Trade.  A successful Doha round remains one of the most important steps nations, acting 

collectively, could take to open markets and enhance inclusive and sustainable growth. The 
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time has now come to consolidate progress in the WTO negotiations and conclude the Doha 
round. The current high level of food prices provides a window of opportunity for action in 
the difficult area of agricultural reform.  Only a WTO deal can address the global trade-
distorting impacts of agricultural subsidies; reduce peak tariffs on labor-intensive goods that 
discriminate against the poor; reduce barriers in key emerging markets to help stimulate 
South-South trade; and secure a rules-based trading system. Failure to conclude Doha 
negotiations would undermine efforts to help the poorest countries—those that can least 
afford failure—benefit from globalization. 

 
 The Bank Group, the largest provider of concessional Aid for Trade to low-income countries 

through IDA over 2002-07, will continue to expand its support, while participating in the 
global efforts to better monitor Aid for Trade. As highlighted in the GMR, the “behind the 
border” agenda is also important. Countries need to invest in better transport, infrastructure 
and trade-related institutions to reap the benefits of trade opportunities. The Bank Group’s 
Aid for Trade priorities will therefore include increased support to home-grown export 
competitiveness programs; more training and capacity building; larger trade finance support 
through IFC; and additional data, tools, and instruments to better inform trade policy 
decisions (such as the World Bank Logistics Performance Index). 

 
Development Assistance.  Increased and more effective aid remains critical if many poor countries are to 
get back on track to meeting the MDGs.  While developing countries must also – as many are – step up 
efforts to mobilize and make better use of domestic resources and private capital flows, for most low 
income countries aid remains the main source of development finance.  The agreement reached last 
December by IDA donors on a record IDA 15 replenishment that will allow $41.6 billion of new 
commitments over the period 2009–11, a 30% increase over IDA 14 is an impressive achievement.  But 
the overall trend in aid volumes is much less encouraging, with DAC donors recording overall declines in 
real official development assistance (ODA) in 2006 and 2007.  There is an urgent need to put in place the 
large and sustained increases in ODA needed to meet the Gleneagles targets of a $50 billion increase, and 
a doubling of aid to Sub-Saharan Africa by 2010.  Many poor countries in Africa and elsewhere are now 
well placed to effectively absorb increased volumes of aid.  It is time for donors to deliver on their 
commitments. 
 
Aid architecture and effectiveness.  Countries need more effective aid as well as more aid.  As the GMR 
documents, there are areas of progress in implementing the Paris declaration – improving harmonization, 
alignment and predictability.  But much more must be done, and it is not only in the health sector that the 
task has become more complex with the emergence of new donors and new aid modalities such as vertical 
funds; in choosing how to address climate change, for instance, similar complexities will arise. The 
central role of clear and operational country-led strategies is more important than ever. The Bank Group 
is providing leadership by example, with policy reforms already in place to bolster ownership, alignment, 
harmonization and managing for results in both investment and development policy lending. It is working 
to reform investment lending policies to streamline processes and ease collaboration with others in 
investment lending; laying the policy basis for piloting use of strengthened country systems; and leading a 
legal initiative to harmonize multi-donor agreements. There will be an important opportunity in 
September, before the next Development Committee meeting, at the Accra High Level Forum, to 
strengthen the process of implementing the Paris agenda. 
 
Debt.  Debt reduction has made a major contribution to the development process in recent years.  The 
challenge now is to help the few remaining eligible countries reach the point where they qualify; and then 
to ensure that all low-income countries (LICs) maintain debt sustainability for the future. Twenty-three 
countries have now reached completion point, to gain irrevocable HIPC and MDRI debt relief, and a 
further ten have reached decision point. The IDA Debt Reduction Facility has also completed buybacks in 
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two HIPC countries - Nicaragua and Mozambique - extinguishing almost US$1.5 billion of arrears on 
commercial debt.  The remaining eight pre-decision point HIPCs and ten interim HIPCs are fragile states 
and, as such, face particular challenges, including arrears to IFIs and to commercial creditors, as well as 
the broader legacies of conflict in many cases.  Efforts need to be redoubled to assist these countries. 
 
Beyond debt relief, the Bank Group is seeking to ensure LICs maintain debt sustainability, using the joint 
Bank-Fund debt sustainability framework and IDA grants to mitigate debt distress risk. Outreach on this 
framework to other creditors has been productive: several multilateral and bilateral lenders have 
harmonized with IDA and the OECD Export Credit and Guarantee working party has now adopted 
sustainable lending principles reflecting the framework. With continued dialogue, the aim is to build 
similar understandings with other significant LIC creditors. To help borrowers, the Bank Group is rolling 
out a debt management performance assessment facility, with about 12 countries covered to date, 
developing a medium-term debt management strategy toolkit jointly with the IMF, and discussing with 
others how best to mobilize and channel increased donor resources to this area. 
 
Support for Middle-Income Country (MIC) and other client countries of IBRD clients: recent innovations.  
The World Bank Group has made considerable progress in converting the recommendations for 
Strengthening the World Bank's Engagement with IBRD Partner Countries, endorsed by the Development 
Committee in 2006, into tangible actions. MICs are an increasingly diverse group and the strategic review 
found that responding to their evolving needs must involve: (i) improving client responsiveness and 
flexibility; (ii) expanding the range and utilization of financial products; (iii) building a dynamic 
organization leveraging Bank Group synergies; and (iv) building knowledge to engage on 21st century 
challenges, particularly through local partnerships and enhanced South-South cooperation. On client 
responsiveness and flexibility, the Bank Group made progress by streamlining internal procedures 
through the introduction of simple and repeater projects, providing mechanisms for additional financing 
of successful projects, and revising emergency and rapid response lending policies to reduce delivery 
time. A key objective moving forward will be to continue streamlining and modernizing operational 
policies, implementing a risk-based project review, and increasing the use of country systems where 
standards are mutually agreed and verifiable. Progress is also being made on improving the Bank Group’s 
capacity to provide timely, cutting-edge knowledge on key themes for MICs through the development of 
a business model that removes impediments to the global delivery of expertise while supporting efforts to 
mainstream Bank Group knowledge services. 
 
In the past six months, the Bank Group has made substantial progress in improving its financial products 
to better meet client needs.  Borrowers now have access to IBRD loans at longer maturities, at prices that 
are lower and more transparent and with more flexibility for delivering customized financial solutions to 
clients.  A key focus ahead will be on expanding knowledge and use of existing products and services, 
including risk management tools and the sub-national facility.  In response to demand for market-based 
instruments to address catastrophic risk, the Bank Group launched the Caribbean Catastrophic Risk 
Insurance Facility (CCRIF), enhanced existing contingent loan products to address countries’ emergency 
liquidity needs arising from catastrophes and other exogenous shocks, is implementing IFC’s Global 
Index Reinsurance Facility (GIRIF) and is developing a platform to issue multi-country catastrophe 
bonds. Innovative approaches are being considered for funding climate change and green initiatives, as 
well as mechanisms for expanding local currency lending. The new GEMLOC (Global Bond Fund for 
Emerging Markets Local Currency) initiative seeks to catalyze the development of local currency bond 
markets in emerging markets. Asset management services are being broadened, including for sovereign 
wealth funds. Finally, the Bank Group has launched a strategic review of IBRD capital looking at issues 
of investing capital in line with risk bearing capacity and income needs. 
 
Special challenges of countries in fragile situations and coming out of conflict.  With some 45 developing 
countries falling in this category, accounting for 19% of the population of poor countries but one third of 
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their poor people, fragile states must be at the core of the Bank Group’s development mission. The Bank 
Group is strengthening its approach with the goal of narrowing the gap between the fragile and conflict-
affected countries and other countries by delivering effective programs, in collaboration with other 
partners, in support of economic and social development, peace and governance. A stronger Bank Group 
engagement requires better analysis, closer partnerships, and greater institutional and financial support to 
achieve concrete results on the ground. The Bank Group is working with others to improve its 
understanding of what works in these countries, linking development, security and diplomatic initiatives. 
One aim is to have practical examples of successful international support for peace-building transitions. 
For example, there is scope to build on the recently secured agreement to arrears clearance for Liberia, 
which can now return to a normal relationship with IDA. For countries in fragile situations or coming out 
of conflict, the Bank Group will strengthen in-country partnerships with local and international actors, 
expand its field presence, and augment its technical and financial support. It will also exploit synergies 
within the World Bank Group with important contributions from MIGA and IFC as well as IDA/IBRD. 
 
Governance and Management of Natural Resources 
 
Improving governance and anticorruption is part of everything the World Bank Group does. It should not 
be seen as a separate agenda item but as the foundation upon which the Bank Group's work is built and at 
the heart of development effectiveness.  With approval of the Governance and Anti-Corruption (GAC) 
Strategy in October 2007, the Bank Group is committed to helping countries strengthen governance 
systems, while finding ways to reach the poor who are left behind as a result of poor governance. While 
there is no “one-size-fits-all” approach, the Bank Group will adopt a consistent approach towards 
operational decisions across countries, looking also for collective and coordinated action by donors, 
international institutions, and other actors at the project, country and global levels. Within the Bank 
Group, a Governance Council has been established and will report to the President quarterly. In order to 
strengthen governance and anticorruption programs at the country level, 26 country teams have been 
identified to move the work forward. In these and other countries, Bank Group country teams engage with 
the government and stakeholders and identify the country’s development priorities, political economy and 
sectoral constraints, feasible ‘entry points’ for addressing GAC challenges, and risks to Bank Group 
projects and corresponding mitigation measures. 
 
In January, the President announced that the Bank Group would fully implement the recommendations of 
the Volcker Report to strengthen the Department of Institutional Integrity (INT). A Vice President for 
INT is being recruited, a Preventative Services Unit has been created within INT to provide upstream 
services to Bank Group operations, guidance for enhanced disclosure is being formalized, and a task force 
will develop the details for the transfer of internal investigation cases not involving significant fraud and 
corruption to the office of the newly appointed Chief Ethics Officer. Three members of the Independent 
Advisory Board will be selected to ensure the independence and accountability of INT. These 
comprehensive reforms and others recommended by the Volcker Panel should better integrate INT and its 
expertise into Bank Group operations, clarify roles and responsibilities of different parts of the World 
Bank Group, and document processes and procedures which will guide the approach to investigations and 
enhance the effectiveness of the Governance and Anticorruption Strategy Implementation Plan (GAC) 
with clear benefits to the development efforts in partner countries. 
 
The Stolen Asset Recovery Initiative (StAR). There should be no safe haven for those who steal from the 
poor.  A partnership with the United Nations Office on Drugs and Crime (UNODC), StAR was launched 
during the UN General Assembly last fall.  StAR helps developing countries recover stolen money and 
build capacity to deter asset theft, and works with major financial centers to lower barriers to recovery. 
While asset recovery can take many years, StAR has already helped Bangladesh form an inter-agency 
task force, which has recovered about $150 million of stolen assets located domestically, and connect to 
major financial centers in Europe and Asia where stolen assets are believed to be located.  Similar 
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programs are planned for Indonesia and other countries.   StAR is also helping to form a global 
community of practice on non-conviction based forfeiture, a critically important legal instrument that 
facilitates asset recoveries without criminal conviction.   Asset recovery not only can help fund 
development programs, but, together with making deposits of stolen funds more difficult and their 
recovery easier and faster, can send strong signals to corrupt leaders that they cannot escape the law. All 
countries must do their part; in particular, ratify the UN Convention Against Corruption (UNCAC) and 
other measures to deter asset theft, make deposits of stolen assets more difficult, and facilitate their 
recovery. 
 
The Bank Group is engaged in a number of other activities aimed at countering illicit financial flows, 
including through its continuing work in providing analysis, advice, capacity building and dissemination 
of good practice in anti-money laundering and counter terrorist financing; provision of advice and 
financial support to national customs and tax authorities to help curb tax evasion and the use of fraudulent 
invoicing and transfer pricing; membership of the international task force on the development impact of 
illicit financial flows; and support for the International Tax Dialogue, which among other things aims to 
reduce harmful tax practices. Further research on the issue of illicit flows will inform international 
discussion on the topic. 
 
Effective management of natural resource endowments. On average, more than 40% of the wealth of low-
income countries comes from natural resources. Managing these resources poses major challenges of 
economic management and governance, particularly at times like the present when commodity and energy 
prices are high. The Bank Group provides support to help countries manage their natural resources 
through a range of activities.  In this effort it collaborates with other donors and international financial 
institutions (IFIs), and is currently managing several donor-funded global programs and partnerships, 
including the Extractive Industries Transparency Initiatives (EITI). The EITI, with its emphasis on 
transparency in revenue reporting, is a key entry point for sound natural resource management.  However, 
the current framework of the EITI, while an important step, is not sufficient to assist countries in 
managing their natural resource sustainability. Therefore, the Bank Group is working with selected 
countries and a broad range of other partners to expand the EITI approach to an EITI++, which aims at 
addressing governance and transparency issues at all stages of the resource value chain--from awarding 
contracts to monitoring operations, to collecting taxes and royalties, to resource extraction and economic 
management decisions. 
 
Global Public Goods, Climate Change and Sustainable Development 
 
The World Bank Group will continue to develop its role in support of regional and global public goods in 
all four areas discussed by the Development Committee during its last meeting in October 2007: 
communicable diseases/public health; environmental commons; financial stability; and trade.  
Specifically in the area of climate change, the Bank Group will focus its efforts over the next few months 
on defining and developing further its role in support of the climate change agenda, building on the work 
initiated in the UNFCC meeting in Bali in December 2007. 
 
Bali launched a process that should, and must, lead to global agreements to enhance action on mitigation, 
adaptation, technology development and deployment, and financial resources and investments. The World 
Bank Group has accumulated considerable relevant expertise to address the challenges of climate change 
in the context of its support for development and poverty reduction, as implementing agency for the GEF, 
and through the implementation of the Clean Energy and Development Investment Framework, with 
progress being regularly reported to the Development Committee since 2006. As the last implementation 
progress report appended to the SFCC Concept Paper shows, the Bank Group has continued to show 
achievements in the areas of energy access, mitigation and adaptation. The Bank Group now stands ready 
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to broaden its involvement in helping client countries to address climate change as part of their core 
development agenda. 
 
There is a need for a shared vision for long-term cooperative action. The Bank Group is well placed to 
make an important contribution to this process, and over the summer, with the help from members and 
partners, will be developing and defining its strategy for doing so. Developing countries want to address 
climate change, but they also need economic growth and development, which means new infrastructure 
and access to energy. Poorer countries also need assurance that resources allocated to mitigation and 
adaptation will not infringe on meeting other development needs. Actions on climate change should be 
integrated into the development process. As outlined in the paper, Towards a Strategic Framework for 
Climate Change and Development (SFCC), the Bank Group’s proposed approach is built around six 
elements: 
 

 First, climate change policies–for mitigation and adaptation – must be integrated into core 
development work. 

 
 Second, while the World Bank Group is already providing financing for low carbon and 

adaptation investments, through the GEF, Carbon Funds and IDA, it needs to do more.  The 
Bank Group has agreed to work with the US, UK, Japan and other interested governments, in 
collaboration with Regional Development Banks and other partners, to develop large scale 
concessional financing mechanisms to support the transition to low-carbon growth and 
climate resilient development. 

 
 Third, the Bank Group can facilitate advancing new market mechanisms. The Bank Group 

has played an important role in developing the carbon market, and can contribute to 
expanding these markets with the Forest Carbon Partnership Facility, in an effort to reduce 
deforestation and improve rural livelihoods.  The Bank Group is also working on a range of 
insurance products to help countries cope with natural disasters. 

 
 Fourth, the Bank and IFC is working with countries to create an enabling environment for 

tapping private sector resources for climate-friendly development. 
 

 Fifth, the Bank Group can work with partners to accelerate technology development and 
deployment. This also is an area where the private sector will have to play a key role. In 
addition, there might be important regulatory lessons to be learned from innovation efforts in 
other sectors. 

 
 Sixth, the Bank Group can help step up applied policy research, knowledge management and 

dissemination, and also assist with capacity building. 
 

 The Bank Group can bring all these activities together in support of the negotiating parties 
and the UN, as they develop a new global climate change agreement. The Bank Group will be 
working with stakeholders to flesh out this strategy over the summer, with a view to receiving 
further guidance when it is discussed at the next Committee meeting. 

 
Strengthening the Bank Group and Key Partnerships 
 
Voice and Participation of Developing and Transition Countries.  The Fall 2007 Development 
Committee Communiqué “recognized that further consultations among shareholders were necessary to 
reach a political consensus on a comprehensive package and looked forward to a timely report on the 
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progress achieved.” These consultations are still on-going. Their outcome will be used to inform work to 
be undertaken before the Annual Meetings to prepare proposals on comprehensive package. 
 

 Enhancing voice at the Bank Group goes beyond structural issues, to include the way that 
business is done (country ownership, decentralization, streamlining of process) and the 
inclusion of developing country nationals and their experience at all levels of staff.  In the last 
few months, four eminent developing country nationals have been appointed to the Bank 
Group's senior management ranks. 

 
 With progress towards agreement on IMF quota reform, the Bank Group is ready to help 

shareholders review the implications for the Bank Group and develop proposals, taking into 
account that the Bank Group’s circumstances are different from the IMF. 

 
Strengthening Bank Group/Fund Cooperation.  Cooperation between the Bank Group and the IMF 
remains central, and senior management is determined to further strengthen the culture of cooperation 
between the two institutions. The Joint Management Action Plan (JMAP) on Bank Group-Fund 
collaboration launched before the Committee’s last meeting, is being steadily implemented, aiming at 
translating identified good-practice approaches to collaboration into standard practices. The Bank Group 
and the Fund have initiated a joint intranet workspace for information sharing between Bank Group and 
Fund country teams, networks and functional departments.  
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Statement by the Managing Director of the International Monetary Fund, Mr. Rodrigo de Rato, to 
the Development Committee 
 
This year’s Global Monitoring Report (GMR) notes that thanks to high economic growth in recent years, 
many developing countries have made good progress on the poverty reduction Millennium Development 
Goal (MDG). Notwithstanding the expected slowdown of global economic growth in 2008, the poverty 
reduction MDG is within reach at the global level. Human development goals, however, are not likely to 
be met on current trends, and there is considerable variation in progress across countries and regions, with 
fragile states and sub-Saharan Africa lagging the most. The GMR outlines a six point agenda for 
accelerating progress toward the MDGs. The international community must intensify efforts to reach the 
MDGs, including meeting the commitments made at Monterrey and Gleneagles to increase aid and 
improve aid effectiveness. 
 
The Fund remains a full partner in the international effort to achieve the MDGs. We are assisting low-
income countries in dealing with key issues, such as commodity price fluctuations, financial market 
development, and debt sustainability, in addition to further strengthening capacity building and 
maintaining macroeconomic stability. Another challenge is managing the macroeconomic impact of 
increased aid and capital inflows. The Fund will also continue to make active contributions to the 
discussions on increasing aid and improving its effectiveness. We are participating in the UN MDG 
Africa Steering Group convened by the Secretary-General, and look forward to the High-Level Forum on 
Aid Effectiveness in Accra in September 2008 and the Financing for Development Conference in Doha in 
late November 2008. 
 
In this statement, I will give you a brief assessment of the global economic outlook and the effects of the 
continuing financial market turbulence on the world economy, in particular the middle- and low-income 
countries. I will also provide an overview of the various initiatives underway to refocus and modernize 
the Fund’s structures and activities. 
 
Global Economic Prospects1 
 
The global economy grew at 4.9 percent in 2007, but financial market turmoil slowed the momentum 
towards the end of the year. Following a stronger third quarter than expected, activity in the United States 
and the Euro area decelerated quite rapidly , as the ongoing U.S. housing correction exacerbated financial 
stress which has started to spread to a broader range of financial markets and institutions. 
 
By contrast, activity in emerging and developing economies continued to grow rapidly. These countries 
have contributed as much as 70 percent of global growth. China and India alone grew by 11.4 and 9.2 
percent, respectively, in 2007. Growth momentum in emerging and developing economies is underpinned 
by strong productivity gains as they have increasingly integrated into the global economy and their 
stronger policy frameworks have helped sustain access to capital. 
 
Headline inflation has increased around the world, boosted by the continuing buoyancy of food and 
energy prices. In the advanced economies, core inflation has edged upwards in recent months despite 
slowing growth. In light of the slowing economic activity, however, many central banks have reduced 
policy interest rates or kept them on hold. In emerging markets, the rise in headline inflation has been 
more noticeable due to both strong demand growth and the greater weight of energy and particularly food 
in consumption baskets. In response to these developments, central banks in many emerging market 
economies have continued to tighten monetary policy. 
 
                                                 
1  For details, see April 2008 World Economic Outlook, International Monetary Fund. 
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Commodity markets have remained buoyant overall. Strong demand from emerging economies was a 
driving force behind increases in many commodity prices in 2007, as were biofuels-related demand for 
prices of major crops and the increasing attraction of commodities as an asset class. At the same time, 
supply adjustment to higher prices has remained slow, notably for oil, and inventory levels in many 
markets have declined to medium- to long-term lows.  
 
While terms of trade for commodity producers improved further in 2007, many developing countries 
faced higher food and oil import prices. To date, most developing countries have been able to absorb the 
balance of payments impact as higher export earnings or inflows of capital and transfers broadly offset the 
higher imports, while higher prices have been passed through to domestic markets. It cannot be excluded, 
however, that external positions weaken if oil or food import prices continue to rise, while non-
agricultural commodity export prices ease as a result of lower global demand. Also, increasing food and 
oil prices affect the urban poor disproportionately. The Fund stands ready to assist governments in 
designing policy responses that aim to avoid destabilizing 
macroeconomic effects of higher food and oil prices, while 
mitigating the negative effects on the poorest by targeted 
safety net measures. Further, we can provide financial 
assistance to countries in dealing with exogenous shocks of 
this nature. 
 
The real effective exchange rate of the U.S. dollar has 
declined further since mid-2007, with the appreciation of 
floating currencies such as the euro, yen, Canadian dollar 
and some emerging market currencies as main 
counterparts. As exchange rates for a number of countries 
with large current account surpluses have remained 
relatively stable in US dollar terms, recent exchange rate 
adjustments have not all been in line with the overall pattern 
of global imbalances. 
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Gross External Bond Issuance (All Currencies)
and EMBI Global, 2000-First Quarter 2008
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Spreading turbulence in financial markets has dampened 
the global outlook further. The U.S. is projected to tip into a 
mild recession in 2008, as restraint on demand from the 
housing cycle may intensify the downward swing of the 
credit cycle. Global growth will slow from 4.9 percent in 
2007 to 3.7 percent in 2008, and will only gradually regain 
momentum in 2009. Growth in most emerging markets 
and developing countries is expected to slow on account 
of both trade and financial spillovers from advanced 
economies, although the link to advanced economies’ 
business cycles has loosened somewhat as intra-
regional trade and domestic investment has grown. In 
emerging Asia, growth is expected to decelerate, but 
remain robust this year on the back of strong 
consumption and continued investment. Activity in Africa 
and the Middle East is expected to remain relatively 
strong on account of continued high commodity prices 
and strong macroeconomic policies as well as some 
improvement in the business environment. In Latin 
America, Eastern Europe, and the Commonwealth of 
Independent States (CIS), overall activity is projected to 
slow in 2008 due to a weakened global economy and slower 
credit growth despite the support from commodity prices 
for many economies. 
 
The overall balance of risk to the global growth outlook remains tilted to the downside. The greatest risk 
comes from the still unfolding events in financial markets, and particularly the concern that the deep 
losses in the U.S. subprime mortgage sector and other structured credit products could seriously impair 
financial systems and cause the current credit squeeze to mutate into a full-blown credit crunch. Inflation 
risks also remain a concern, especially given the tight conditions in commodity markets, which could 
limit the room for maneuver for central banks to respond to downside risks to output. 
 
Impact of Financial Market Turbulence and Policy responses 
 
Financial strains in advanced economies have intensified and spread across markets reflected in a general 
repricing of risks. Credit spreads have increased sharply, particularly on lower-grade borrowers, while 
bank lending standards have tightened substantially in the United States and Western Europe. Concerns 
remain about the potential impact of the weakening in the financial strength of monoline insurers in the 
U.S. that provide insurance against credit defaults. In addition, softening housing markets are weakening 
household balance sheets in advanced economies, with potential dampening effects on private 
consumption. On the corporate side, however, strong balance sheets and high profitability offer some 
buffer to deal with higher borrowing costs, especially in the United States. 
 
The impact of the mature market turbulence on low- and middle-income countries so far has been uneven 
but generally contained. With the exception of selected emerging markets with high external 
vulnerabilities, low- and middle-income countries in general have not yet experienced the liquidity 
problems that are affecting the mature money markets. Moreover, the widening of credit spreads on 
emerging market debt instruments has been moderate relative to past crises, about 120 basis points since 
mid-October. Aggregate capital flows to these economies have moderated, in part because large banks are 
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focusing their efforts on consolidating their balance sheets and potential sovereign bond borrowers are 
deferring borrowing until market turbulence subsides. 
 
If the turmoil continues and intensifies, however, emerging economies are likely to be affected in a more 
profound way. Improved resilience notwithstanding, more persistent and deeper turbulence in mature 
financial markets than currently anticipated and a corresponding slowing of global growth would pose 
significant risks to economic conditions in emerging and developing economies. Countries most at risk 
are those that have large current account deficits and have experienced sharp increases in asset prices 
fueled by foreign currency lending, or have large balance sheet vulnerabilities, including substantial 
currency and maturity mismatches. Examples include various countries in Central and Eastern Europe, 
some of which exhibit all of these characteristics. 
 
Reducing the risks of a more serious global downturn requires joint efforts in advanced and developing 
economies. In the face of financial strains, the first line of defense would be monetary policy, and the 
Federal Reserve has already eased aggressively in view of the risks to the U.S. economy. At the same 
time, it is important for central banks, regulators, and fiscal authorities to continue with their efforts to 
coordinate—both at the national and at the multilateral level—targeted financial sector policies that help 
rebuild counterparty confidence, ease liquidity problems, and safeguard the solvency of the financial 
system. Policies should be aimed at quickly restoring stability in the financial markets while avoiding 
moral hazard in the medium term. Additional initiatives to help support the U.S. housing market, 
including the possible use of the public balance sheet, could help reduce uncertainties about the evolution 
of the financial system, although care would be needed to avoid moral hazard. More generally, fiscal 
policy can play a role as automatic stabilizers kick in, while some economies have also room for 
additional discretionary fiscal support. Many emerging and developing economies still face the risk of 
overheating, however, and have appropriately continued to tighten monetary policy. If global growth 
should slow sharply and pressures on prices begin to subside, monetary and fiscal policy could provide 
support depending on country circumstances. The IMF is assisting its members in designing an optimal 
policy mix that supports economic activity while mitigating the risks of inflation. 
 
Drawing the lessons from the recent market failures, longer-term reforms in advanced and developing 
countries should include a review of lending standards in the mortgage markets; broadening prudential 
supervision to include commercial banks’ off-balance sheet exposures; strengthening the framework of 
supervisory cooperation among countries; and improving crisis resolution mechanisms. The recent 
experience with the demise of financial institutions in some advanced economies has shown the need for 
effective mechanisms to mitigate systemic risks of bank failures while avoiding the moral hazard of 
infusions of public capital. The Fund is working with national authorities, supervisors, and the private 
sector to identify information gaps and making specific policy recommendations. 
 
Climate Change 
 
Addressing climate change is rapidly emerging as one of the world’s top policy priorities. Although the 
damage inflicted by climate change is uncertain, it is likely to have significant macroeconomic effects that 
are unequally distributed across countries, sectors and generations. Rising temperatures will have 
profound structural effects on domestic economies, especially in developing countries dependent on 
agriculture, but also in advanced economies. 
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The Fund contributes to the analysis of the macroeconomic and financial implications of mitigation 
policies, in line with its comparative advantage and mandate. The April 2008 World Economic Outlook, 2 
for example,  presents a simulation of the macroeconomic implications of global carbon taxes and cap-
and-trade schemes, It finds that economic costs of mitigation could be contained, provided policies are 
well designed. However, mitigation costs are likely to differ considerably across countries depending on 
how efficient they are in lowering CO2 emissions and the extent of reductions they undertake. 
 
Effective mitigation policies will require a high level of international collaboration. Wide participation by 
countries—advanced, emerging market and developing—in pricing emissions is critical. As a projected 
70 percent of emissions during the next half century will originate in emerging markets and developing 
countries, they should be fully included in a future policy framework. International collaboration on a 
global scale would lead to important economic efficiency gains—a common ‘carbon’ price would ensure 
that emissions are reduced where it is least costly to do so. 
 
Carbon pricing would raise macroeconomic issues. For instance, under a global cap-and-trade regime, 
financial transfers to countries that are net sellers of permits may be very large, raising issues of 
macroeconomic stabilization. Receipts which accrue nationally—whether from tax revenue or auctioning 
emission rights—can ease pressures on public finances and foster opportunities for wider tax reforms. 
Conversely, adaptation to climate change is likely to require increased public expenditure. 
 
While not taking the lead in this area, the Fund has a contribution to make to the task of understanding 
and dealing with macroeconomic, fiscal and financial risks from climate change. The Fund stands ready 
to support our members with specific advice in this area. Also, the Fund can provide financial support to 
its members facing exceptional balance of payments needs that might arise in cases of extreme climate 
events. 
 
Strengthening Surveillance 
 
Surveillance is at the core of the Fund’s mandate, and current developments confirm the need for Fund 
surveillance to adapt continuously to the changing global economic environment. Building on the almost 
universal membership of the Fund that lends a unique value to surveillance, more emphasis is being 
placed on the multilateral perspective in bilateral surveillance and on making better use of cross-country 
experience and knowledge. In addition, the recent financial market turbulence has shown the need for 
deeper analysis of the linkages between the real economy and the financial sector, for which the Fund is 
well equipped given our expertise in both of these areas. 
 
To make our surveillance activities more effective and bring out these institutional advantages, we are in 
the process of an internal reorganization aimed at improving the quality and focus of surveillance, which 
will be further discussed in the context of the 2008 Triennial Surveillance Review. Methodologies for 
analyzing exchange rates and current account positions are being clarified, and the classification of 
member countries’ de facto exchange rate arrangements is being made clearer. Consideration is being 
given to producing shorter and more timely staff reports, which should allow them to have a greater 
impact. Finally, we are also working with countries and sovereign wealth funds (SWFs) to develop a set 
of voluntary best practices that can improve the understanding and transparency of SWFs and their impact 
on international financial systems. 
 

                                                 
2  International Monetary Fund, World Economic Outlook, Chapter 4, Washington, April 2008; and The Fiscal 
Implications of Climate Change, Washington, February 2008. Available at: 
http://www.imf.org/external/np/pp/eng/2008/022208.pdf  
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Crisis Prevention and the Role of the Fund in Emerging Markets 
 
Financial globalization has amplified the need for a global perspective in assessing and dealing with 
vulnerabilities. We are strengthening in several ways the monitoring of risks at the country, regional, and 
global level. The semiannual vulnerability exercise, established in 2001, provides cross-country 
assessments of vulnerabilities and crisis risks in emerging market economies. In light of the financial 
market turmoil, a similar exercise will be designed to cover vulnerabilities in mature markets. We are also 
deepening our analysis of how financial innovations have affected the transmission channels of financial 
crises and the potential implications for the Fund, which complements our work to strengthen crisis 
preparedness, adapt program design, and enhance financial stability surveillance. 
 
The Fund is exploring whether our instruments for financial support meet the needs of emerging 
economies. To this end, we will expedite work on developing a new liquidity instrument to prevent 
capital account crises in market access countries, and draw on suggestions for a facility to help countries 
integrate into global capital markets. 
 
The Fund’s Evolving Role in Low-Income Countries 
 
In many low-income countries, macroeconomic policies and performance have improved markedly since 
the beginning of the decade.  Better economic policies have contributed to higher growth and lower 
inflation, while debt relief and the favorable global economic environment have helped strengthen their 
external positions. Private capital flows have gained in importance as source of external financing. As a 
result of these developments, the needs for Fund advice and financing of many low-income countries are 
evolving rapidly. We will continue to refine and adapt the analytical underpinnings of our advice to low-
income countries in line with their needs, concentrating on the Fund’s core areas of expertise—
macroeconomic policies and institutions that support the stability necessary for sustained growth and 
poverty reduction. We will build on cross-country experiences and perspectives while providing policy 
advice tailored to country needs, capacity building assistance, and financial and policy support through 
programs. 
 
As detailed in the 2008 Global Monitoring Report, not all low-income countries have seen improvements 
in their growth performance in recent years. In particular, the conditions of fragile states continue to give 
reason for serious concern. The Fund has recently completed a review of its engagement with fragile and 
post-conflict states, and is now refining the modalities of its engagement, as part of the joint international 
efforts to stabilize these countries and lay the basis for sustained growth.3 
 
At the same time, we have taken steps to strengthen the effectiveness of the Fund’s capacity building 
program in low-income countries. Technical assistance will place greater emphasis on macro-financial 
linkages and challenges related to integration into the global economy. We will also strengthen the 
coordination with recipients and other technical assistance providers while at the same time stepping up 
our fund-raising efforts for TA with potential donors. Greater dissemination of technical assistance 
reports will leverage the effectiveness of Fund capacity-building efforts. 
 
Helping low-income countries maintain debt sustainability remains a top priority. We have initiated a 
project aimed at enhancing their debt management capacities. On the creditor side, Fund staff worked 
closely with the OECD’s export credit group to define the sustainable lending principles agreed in 
January 2008. The principles commit OECD export credit agencies to observe Fund and World Bank 
concessionality requirements in low-income countries where they exist, and to take into account the 
                                                 
3  The Fund’s Engagement in Fragile States and Post-Conflict Countries – A Review of Experience – Issues and 
Options, March 2008. Available at: http://www.imf.org/external/np/pp/eng/2008/030308.pdf 
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results of debt sustainability analyses for other low-income countries. The joint Bank-Fund Debt 
Sustainability Framework is also an effective starting point for discussions with other creditors. 
 
Additional countries have benefited from debt relief under the HIPC and MDR Initiatives. To date, 33 
members have reached their HIPC Initiative decision point and 23 have reached their completion point, 
while 25 members have received Fund debt relief under the MDRI. Also, changes have been introduced 
to the HIPC initiative framework to reduce delays in the process for HIPCs with protracted arrears to the 
Fund or other multilateral institutions. Performance under Staff-Monitored Programs that meet the upper 
credit tranche policy standard—as under the PRGF—may count toward the track record of performance 
needed to reach the HIPC Initiative decision point. Liberia, one of three HIPC-eligible countries with 
protracted arrears to the Fund, was the first country to benefit from the above change and reached its 
decision point in March 2008. 
 
Bank-Fund Collaboration 
 
Fund and Bank staff have worked together to implement the Joint Management Action Plan (JMAP) to 
enhance collaboration. 4 In particular, Fund and Bank country teams have initiated the country-level work 
program discussions that were a central component of the JMAP. Such discussions are intended to 
facilitate agreement between country teams on instruments, macro-critical sectoral issues, the division of 
labor, and the inputs needed from each institution in the coming year. In addition, web-based mechanisms 
—“Country Portals”—are being piloted to improve the flow of information between country-teams and to 
create shared working spaces. In parallel with efforts at the country level, web-based mechanisms to 
improve information flows and collaborative working are also being piloted in the fiscal area and in 
central policy operations. Actions have also been taken to improve the sharing of TA reports and 
information on job opportunities. 
 
In parallel with implementing the JMAP at the institutional level, the Fund’s Africa Department and the 
Bank’s Africa Region have worked together with a group of members to identify ways to improve the 
coordination of support for growth-critical reforms in public financial management, the financial sector, 
and natural resources management. The lessons from this experience are being drawn together and will be 
disseminated across all regions and area departments. 
 
Quota and Voice Reform 
 
On March 28, the Executive Board recommended the adoption by the Board of Governors of an important 
package of quota and voice reforms. The reform package, currently being considered by the Board of 
Governors, includes agreement on a new simpler and more transparent quota formula, increased 
representation for dynamic economies, and, to enhance the voice and representation of low-income 
members, amendments to the Articles to (i) triple basic votes and maintain the share of basic votes in total 
votes going forward, and (ii) to enable Executive Directors elected by a large number of members to 
appoint an additional Alternate Executive Director. The package also includes agreement that the 
Executive Board will recommend further realignments of quota shares in the context of future general 
quota reviews, beginning with the Fourteenth General Review of Quotas. The Managing Director’s report 
to the IMFC on reform of quota and voice provides more details of the reform package. 

                                                 
4  See: http://www.imf.org/external/np/pp/2007/eng/092007.pdf 
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Prepared Statements Submitted by Members 
 
 
Statement by H.E. Ibrahim Al-Assaf, Minister of Finance, Saudi Arabia 
 
It is a matter of growing concern that on current trends, a majority of countries will fall short on most 
MDGs, with Sub-Saharan Africa notably lagging on all MDGs at the regional level. In key areas such as 
education and health, where success is essential to underpinning long-term development prospects, the 
progress deficit is much more worrisome. Challenges also remain in the provision of adequate 
infrastructure, particularly access to energy in order to fuel growth and advance development in the social 
sectors. 
 
In such a context, it is important to look beyond the traditional approaches to intermediating development 
finance while keeping in view that poor countries severely lack access to affordable market funding. 
Those approaches may be necessary, but in themselves, they are insufficient to turn around what indeed is 
a challenging situation. So, what should be the priorities in moving ahead?  While recognizing that 
actions must be appropriately tailored to individual country circumstances, I would suggest three key 
areas of focus. 
 
First, given the dependence of African and other low-income countries generally on development 
assistance, which can account for as much as two-thirds of their capital inflows, it is necessary for those 
donors who have not already done so to scale-up their promised aid commitments to the internationally 
agreed target of 0.7 percent of GNI. At the same time, aid is more effective when it is predictable and 
better harmonized at the country level. 
 
Second, it remains essential to improve the environment for private business, domestic and foreign, so 
that entrepreneurial activity can play its full part to assure success in achieving an overall growth strategy.  
Such a strategy must also include appropriate public policy dimensions that can address growing 
inequalities between and within countries, notably the need to reach out in a targeted fashion to low-
income and marginalized groups to facilitate attainment of MDGs. Inputs to the productive sectors, 
including agriculture and infrastructure, will be essential. All of this implies an effective partnership 
between public and private sectors, as well as with the international donor community. 
 
Third, as we have stated repeatedly over the years, there is considerable untapped potential for growth 
through enhanced trade. Opportunities in this area include withdrawal of subsidies and removal of trade 
barriers in industrial countries thereby improving market access for developing country exports, including 
agricultural products. The success of the Doha Round is critical in this context. It is now or never, as 
President Zoellick has so aptly said in his recent speech at the Center for Global Development. 
 
Let me now turn to fragile and conflict-affected states, which lag behind the most in terms of meeting the 
MDGs and thus pose a major challenge to development, especially in Africa.  A third of the extremely 
poor, whose improved well-being is rightly a top development priority, live in IDA-eligible fragile states. 
Such states are home to perhaps half a billion people. Further, more than four-fifths of fragile IDA 
countries have been in conflict situations, which is itself one of the major reasons behind their fragility. 
Of course, there are broader manifestations of the devastating effects of conflict, as the examples of 
Palestine, Lebanon, Afghanistan and Iraq unfortunately demonstrate. 
 
What actions can then be suggested to help turn the situation around? Again, part of the solution lies in 
the hands of donors. Failure to follow through on aid commitments would particularly hurt those that 
offer promising opportunities for scaling-up development assistance. It is encouraging that financial flows 
from the multilateral development banks to fragile states rose by half from 2002 to 2007, reaching $2.4 
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billion. However, as these states re-establish themselves on a normal development path, there will be 
additional demand for resources to repair the damage to infrastructure and to redress the deficits in 
education and in health accumulated over the years. 
 
That said, two caveats should be recognized. First, in security related matters, it remains important to 
complement, not replace, the work of the United Nations, and to separate short-term humanitarian 
assistance from longer-term reconstruction and development activities. Second, it is important for 
institutions such as the World Bank Group to have in place appropriate internal incentives and efficient 
institutional arrangements to encourage and facilitate staff to work in such challenging environments. I 
recognize that promising steps have been taken in this regard in recent years, and I encourage the Bank to 
build upon them. 
 
Moving on to the second item on our agenda, recent market turmoil indeed raises uncertainties and 
concerns about its possible impacts on low- and middle-income countries. Even though we may not yet 
have seen the full manifestation of the unfolding crisis in financial markets, development gains in these 
countries may already be at considerable risk. The current uncertain international economic situation 
presents downside risks even to the hitherto resilient developing countries, particularly the risk of a 
sharper or persistent slowdown in the industrial countries. This situation requires that the international 
financial institutions, especially the World Bank Group, should help client countries strengthen the 
resilience of their economies while maintaining focus on the core global goal of poverty reduction.  
Indeed, the international community as a whole needs to re-focus attention on realizing the required 
transfer of real resources to developing countries, which is the very reason this Committee exists.  
 
While the IMFC is the appropriate forum to explore the underlying short-term factors, as far as longer-
term development implications are concerned, I will make two points relating to energy and food prices. 
As for energy prices, Saudi Arabia has consistently contributed to addressing the demand-supply 
imbalances in the common interest of both oil producers and consumers. And we have done more than 
providing verbal reassurances. We have taken concrete actions on the ground, investing more than 90 
billion dollars to expand our production and refining. But it is also well known that there are additional 
factors at play beyond supply and demand fundamentals. I refer of course to the actions of speculators in 
the oil market and to geopolitical factors.  
 
On high food prices, our worst fears—that diversion of agricultural activities to produce biofuels would 
put pressure on food prices and aggravate poverty—are becoming a reality, with little if any meaningful 
increase in energy supply. Given that high and volatile food prices are predicted to prevail for years to 
come, and especially since expenditures on food comprise one-half to three-fourths of consumption in 
poor countries, the need for effective and urgent actions at country, global and multilateral levels is self-
evident. At country level, one important action could be to withdraw subsidies for the production of 
commercially unviable biofuels. At the global level, I agree with President Zoellick’s suggestion that we 
should start by helping those whose needs are immediate. The role of the UN’s World Food Program in 
my view would be critical in this regard. At the multilateral level, I encourage the Bank Group to come up 
with innovative financing mechanisms in support of agriculture sector to boost food production in 
developing countries. Such a mechanism in my view should be a partnership between IFC and the private 
investors. Of course, there will also be a role for interested public sector partners. 
 
I will now turn to the World Bank Group’s strategy, including the evolving Strategic Framework for 
Climate Change and Development (SFCC). On the overall strategy, I appreciate the discussions that have 
taken place between the President and the Board since Mr. Zoellick introduced the six strategic themes 
for discussion last year. This interaction has been productive, though it will take some more time to work 
out the full institutional and operational implications.  
 



 23

That said, I have two observations to make at this stage. First, I think further work is needed to place the 
strategic priorities in an integrated and more comprehensive framework, one that provides a clear frame 
of reference while ensuring informed flexibility for adjustment as needed. On the one hand, there is a 
need to examine carefully the Bank Group’s mandate and future role as the world’s premier development 
institution with poverty reduction as its main mission. On the other hand, there is a need to examine the 
robustness and relevance of the current business model to suit the clients’ changing development needs 
and priorities. Complementary to this is the need to better articulate how the six strategic themes can be 
pursued by the Group institutions in a coherent and cost effective manner. In this regard, it would be 
necessary to use IBRD’s current comfortable financial position to optimize from both development and 
financial outcomes. I am encouraged that discussions are ongoing to this effect within the Bank. 
 
My second observation relates to the theme concerning the Arab World. I once again want to convey my 
appreciation to Mr. Zoellick for his personal efforts to take this initiative forward. I am pleased that 
consultations are taking place to identify the most critical issues in the region and to set out appropriate 
objectives. Going forward, the Bank should widen and deepen the dialogue with governments, academics, 
and the private sector to ensure full ownership and better understanding of the region’s development 
needs. Moreover, it would be equally important to devise assistance strategies that are embedded in a 
sound grasp of country-specific situations. 
 
As regards the SFCC, I am pleased that, following Board discussion, further work is to be undertaken 
based on consultations with all parties concerned. The experience with the Clean Energy for Development 
Investment Framework has been instructive. Three principles stand out: first, access to energy is 
inescapably critical to drive development; second, climate concerns do not alter the primacy of the 
poverty reduction and other MDGs; and third, the need for cost effective and commercially viable 
approaches to cleaner energy, including fossil fuels, must be recognized. 
 
Development, growth and poverty reduction should remain at the core of the SFCC. The strategy should 
aim at helping developing countries contribute to global environment benefits but not at the expense of 
their own development. It must recognize the continued primacy of the UNFCCC negotiating process, 
and that the Bank is not, and never will be, a so-called “climate Bank” but would remain the premier 
agent for sustainable development leading to poverty reduction and growth. In accordance with the 
principle of common but differentiated responsibilities and respective capabilities, it is now incumbent 
upon developed countries and multilateral development financing institutions to ensure that developing 
countries are helped with adequate financing and technology transfer to bridge the financing and 
technology gaps between least-cost and climate-friendly development. I recognize that the Bank has a 
role in mobilizing concessional funding towards implementation of SFCC, especially for the benefit of 
poor countries. However, the Bank must not deviate from its consensus oriented governance. It should 
avoid taking on trust funds that may compromise this well-established business model.  
 
Before concluding, I would like to state our position on the issue of voice and representation of 
developing and transition countries (DTCs). This issue has been around for five years and still there is no 
political consensus on any structural changes. The package just agreed by the IMF Board is minimal and 
problematic in my view. To make meaningful progress on this issue, we need a solution that is best suited 
to preserve the Bank’s status as a multilateral development cooperative, and one that strengthens the 
partnership between its developed and developing country shareholders. Without such a solution in sight, 
it would not be appropriate to raise expectations by making vague promises or pushing a change that is 
structural in nature but minimal in substance. Having said this, I would strongly support concrete actions 
on strengthening the representation of African countries on the Board, and of DTC nationals in 
management positions.  
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Statement by The Rt Hon Douglas Alexander, MP, Secretary of State for International 
Development and The Rt Hon Alistair Darling, MP, Chancellor of the Exchequer, United Kingdom 
 
The Millennium Development Goals 
 
Standing halfway to 2015, the international community can look back and see real progress since 2000. 
The world is on course to halve extreme poverty by 2015; 40 million more children are in school; 2 
million more lives are now saved every year by immunisation. 
 
But as this year’s Global Monitoring Report (GMR) makes clear, the reasons for concern outnumber the 
reasons for celebration.  At the current rate of progress the international community will fail in the 
mission we set ourselves in 2000 when we signed up to the MDGs. We said that we would cut infant 
mortality by two thirds by 2015, but are unlikely to do so until 2050. We said that in 2015 there would be 
primary education for every child, but 2100 is the current prediction. In short, progress is too slow, 
particularly in low-income countries in Africa and particularly in fragile states.  This means that millions 
of people remain hungry, illiterate and in poor health, living with insecurity.  And far too many of them 
will see their children grow up to lead similar lives, struggling in poverty and facing uncertain futures.  
And for their daughters, the situation is especially bleak, Gender inequality remains pervasive, blighting 
the daily lives of women and girls, denying them opportunities and their rights. 
 
That is why in July 2007, the Prime Minister, speaking alongside UN Secretary General Ban Ki-moon, 
declared a ‘development emergency’ and encouraged the global community to form a genuine partnership 
to accelerate progress towards the MDGs. And, at the beginning of April, we heard the President of the 
General Assembly say that 2008 was a “window of opportunity” to accelerate progress on the MDGs and 
the Secretary General himself echoed these sentiments when he said “2008 should mark a turning point in 
progress towards the MDGs”.  We must respond to this ‘Call to Action’.  2008 must be a year of action 
for the poorest, the bottom billion, people. This meeting is one of the first of several critical opportunities 
for the international community to agree on ways to accelerate progress on the MDGs.  The six-point 
agenda outlined by the GMR - growth, human development, environmental sustainability, more and better 
aid, trade and more effective international institutions - provides a good basis for doing this. 
 
We meet against the backdrop of the current global market turbulence and high commodity prices which 
threaten past and future progress towards the MDGs.  It therefore adds to the urgency of developing 
credible global responses.  The price of internationally traded commodities, particularly food grains and 
energy, most notably oil, are approaching record levels.  This will increase poverty levels and pose 
macro-economic challenges in net-importing developing countries. 
 
The international community needs a fully co-ordinated response to the market turbulence and 
commodity prices.  It will be important for the World Bank, the IMF and the UN to urgently work 
together to lead the development of an international response to address all the elements of this crisis.  We 
need both short term action to deal with immediate hardship, and a medium term agenda. 
 
In this regard we welcome the call by President Zoellick for a ‘New Deal for Global Food Policy’.  
Action would also be required to address rising oil prices, including through increased cooperation on 
supply, demand and the functioning of oil markets.  In addition, we should redouble our efforts for a 
WTO trade deal that provides greater access by poor countries to developed country markets and cuts 
distortionary subsidies in rich countries. 
 
We therefore welcome the discussion at the Development Committee on how we can mitigate the 
negative impact of high commodity prices on the poor in particular, and what the Bank’s role should be in 
this global response.   
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At this crucial moment, half-way to 2015, we need to as shareholders also ensure that we are making the 
most effective use of all our resources to accelerate progress on the MDGs.  In this context we welcome 
the recent review of capital adequacy by the World Bank which concluded that the World Bank has 
around $10bn in excess capital.  We also call on the World Bank to provide leadership in developing 
options for how best to use this capital to help make faster and more urgent progress towards the MDGs.  
The September MDG mid-point meeting would be an opportune moment for the Bank to present concrete 
options for doing this. 
 
Climate Change 
 
We have recognised that climate change and environmental degradation could slow and reverse progress 
since 2000.  Some developing countries will suffer from the most harmful climate change and the 
degradation of natural resources.  The GMR spells out the urgent need both to accelerate progress towards 
the MDGs and to tackle harmful climate change that threatens the well-being of all countries, especially 
developing countries.  We need to mitigate further climate change and assist countries adapt to its impact.  
The World Bank Group has a key role to play in both areas.  
 
The Bank must provide leadership in providing and leveraging additional finance for mitigation and 
adaptation. We therefore welcome the Bank’s work in developing a set of multilateral funds referred to as 
the Climate Investment Funds – including the Strategic Climate Fund.  We will seek to build further 
support for these funds, to progress with their design and be quick to capitalise them with new resources. 
 
The task is urgent, and at the Autumn Meetings we must agree a Strategic Framework on Climate Change 
(SFCC) for the Bank.  It needs to have a comprehensive results framework and set out how the Bank will 
put climate change and environmental issues at the heart of its work.  These issues are development issues 
– there is not a choice between addressing climate change and poverty reduction; the two issues are 
fundamentally linked. 
 
We welcome the progress that has been made on the Clean Energy Investment Framework.  We are 
pleased that the Bank has agreed to publish – along with the other multilateral development banks – a 
joint paper on how they will coordinate more effectively in tackling climate change.  In the next few 
months the World Bank and MDBs need to outline a level of ambition for the CEIF and a set of targets 
across sectors and pillars. 
 
The Bank’s Strategic Direction  
 
We welcome the progress made in developing the six strategic themes outlined by President Zoellick last 
October.  The working groups have done some good work in reviewing the Bank’s current activities and 
presenting innovative ideas across the six themes to deliver on the vision of a sustainable and inclusive 
globalisation.  Now we need to focus on implementation, setting results and timelines.  
 
Voice 
 
The Bank needs to evolve to reflect today’s world and to ensure that it is as effective as possible. The 
representativeness of international institutions needs to be improved to increase the voice of borrower 
countries.  We welcome the progress that has been made at the IMF and the Issues and Options Paper that 
was presented to the Bank Board earlier this year.  We look forward to a full package of reforms being 
presented for discussion by the Development Committee at the Annual Meetings this year. Such a 
package should include measures to ensure an open and merit-based Presidential selection process.    
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IDA 15 Commitments 
 
The Bank is one of the most effective development institutions.  It makes a critical contribution to donor 
efforts to achieve the MDGs, and we were pleased to provide such a large UK contribution to the IDA15 
replenishment.  But the challenges posed by the MDGs, climate change and global economic turbulence 
means that the Bank needs to make the best possible use of its funds.  So we urge swift implementation of 
the commitments made during the IDA15 negotiation. These include further decentralisation of staff and 
decision making authority to improve its own delivery and partnership working – the latter being critical 
to the Bank’s effectiveness.   It also needs to have the incentives and mechanism in place to ensure that 
staff implement the Good Practice Principles on conditionality consistently, making good use of poverty 
and social impact analysis. 
 
Conclusion 
 
Today, we have the knowledge, the technology and the wealth to make a difference for millions of people 
on our planet by helping to lift them from grinding poverty by giving them the opportunity to learn, be 
healthy and make enough money to support their families.  In 2008 we must all demonstrate the political 
will and do more to turn our promises into action. 
 
 
Statement by Mr. Ahmed Bin Mohammed Al-Khalifa, Minister of Finance, Bahrain5 
 
Very briefly, and in response to Mr. Zoellick’s opening Statement, we would like to note our appreciation 
of the progress made on the Bank’s six strategic themes, while recognizing that further work and 
deliberation remains on their refinement and operationalization.  We particularly welcome the efforts to 
foster the One World Bank Group, the increased IDA15 replenishment, the intensive work on 
implementation of the Bank Group Governance and Anti Corruption (GAC) Strategy, reaching out to the 
Middle Income Countries (MICs), the focus on Global and Regional Public Goods, including post Bali 
climate change agenda and putting in place a strong and more diverse management team to lead the 
organization. 
 
Of particular interest to our Chair is the pillar specific to the Arab World.  There remain significant 
opportunities for the World Bank Group to enhance its contribution, given the potential ripple effects of a 
successful initiative across the Arab region.  Our region looks forward to further consultations with the 
Bank to refine the objectives and specific results of this pillar, and tailoring them to our unique and 
diverse needs. 
 
Turning to the issues at hand, it is important that we pause and reflect, at this midpoint assessment, on the 
mixed picture that emerges on the achievement of the Millennium Development Goals (MDGs).  While 
significant progress has occurred, the remaining challenges outnumber the achievements.  Human capital 
is the foundation upon every economy rests – there can be no innovation, and by extension, progress, 
without a creative and healthy workforce equipped with a diverse range of skills.  Given this, it is indeed 
worrisome that at the global level, the Human Development Goals have recorded slow progress, and that 
those targeting child and maternal mortality will not be achieved, with a more challenging picture 
emerging for Low Income Countries (LICs), and Sub Saharan Africa in particular. 
 
                                                 
5  On behalf of Bahrain, Arab Republic of Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Maldives, Oman, Qatar, 
Syrian Arab Republic, United Arab Emirates, Republic of Yemen. 
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Therefore, our central focus, at this stage, needs to be, not only on intensifying our innovative efforts, but 
also on identifying the types of policies and reform, and the associated aid volumes that would be 
required to push the MDGs forward.  In the more specific case of the human development MDGs, 
targeted and country-specific interventions that address quantity and quality of services to marginalized 
groups will be critical. 
 
Our response at this midpoint, would necessarily have to take into account the current context of an 
uncertain and potentially difficult economic period, and particularly if the challenging prospects for the 
coming years actually materialize.  Now may also be the opportune time for more critical thinking about 
the efficiency and effectiveness of our spending, the international aid architecture, and making some 
difficult trade offs, especially given the need for improvements in the quality of education, in equity and 
environmental sustainability.  Most fundamentally, this mid point assessment also highlights the urgent 
and critical need to enhance statistical capacity of developing countries.  We can only fully internalize 
and address this ‘development emergency’, once we can accurately assess its reality!! 
 
Sound macroeconomic policies, robust investment climate and good governance are crucial drivers of 
sustainable growth.  It is reassuring that, despite challenges in institutional and administrative capacities, 
there have been improvements in all these three aspects in many developing countries.  Yet, the challenge 
is in ensuring that this growth is equitable, inclusive and pro-poor.  The six-point agenda for inclusive and 
sustainable development, which identifies short term priorities and the medium the term challenges to 
spur stronger growth in the developing countries, is a step forward in the right direction towards inclusive 
globalization.  In this regard, investments in infrastructure and strengthening regional integration are two 
critical aspects of securing sustainable growth. 
 
To a large extent, achieving progress towards the MDGs will rely on addressing the unique situation in 
fragile and post conflict states.  Such states continue to rely on, and need consistent and strong support 
from the international community, given their weak governance, limited administrative and institutional 
capacity, and persistent social and political tensions.  We know that the growth and development 
trajectories of such states lag behind other LICs and they are the least likely to achieve the MDGs.  We 
also know that they house one third of the world’s extreme poor and they pose significant spill-over risks 
that could destabilize neighboring countries.  It is therefore unfortunate that such countries receive 
relatively less aid than their unique circumstances warrant. 
 
While recognizing that weak institutions undermine aid effectiveness, and political instability increases 
risks of reversal of any gains made, we are pleased that the Bank’s Strategy highlights these countries for 
heightened support.  Despite these challenges, we encourage the Bank to pursue a differentiated 
engagement with and support to these countries.  In this regard, collaboration with the UN and other 
donors, including regional ones, to push the agenda forward and strengthen cooperation at the country 
level would be critical. 
 
We meet today within a context of global economic downturn, financial turbulence and high inflation 
fueled by rising food and commodity prices. The root causes of the phenomenon of rising food price—
high energy and fertilizer prices, the demand for food crops in biofuel production, low food stocks and 
speculation - are likely to prevail in the medium term, and we need to prepare for this.  In fact, a global 
increase in food and energy prices has a bigger impact on inflation in poorer countries because food costs 
represent a significant proportion of poor household incomes – particularly the urban poor.  While it is 
heartening to hear that thus far, emerging and developing economies have weathered these challenges, the 
trade and financial spillovers from advanced economies could potentially slow their growth in the 
medium to longer term, and already, many developing and particularly low-income countries are 
undergoing a crisis over food security.  
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We believe that both of the Bretton Woods Institutions can and should do more and swiftly.  In addition 
to monitoring financial flows to vulnerable countries, they need to prepare themselves to extend timely 
and effective assistance, through existing or modified instruments, to governments towards formulating 
comprehensive strategies to fight macroeconomic volatility and cushion the impact of such shocks.  These 
country-specific strategies need to build on the macro-economic reforms that many have already 
implemented, and to enhance institutional capacity further to better enable countries to mitigate the risks 
of a downturn.  In particular, social measures should focus on protecting the most vulnerable segments of 
the population, through highly targeted and time-bound policy responses, particularly in countries with 
stronger fundamentals.   
 
Yet, this offers an ideal opportunity for the Bank to support those countries with a comparative advantage 
in food production.  This would include encouraging an expansion of domestic agricultural production, 
through improving farm-to-market infrastructure and supporting private and public investments in 
distribution, processing and storage systems, in addition to that in primary agriculture.   In this regard, 
strengthening the transportation infrastructure is key, as is the development of new rural financing 
instruments.  We look forward to the integration of these complex issues into the New Deal for Global 
Food Policy. 
 
These high commodity and food prices offer yet another valuable multilateral opportunity that we should 
not miss.  And yes, we agree that now is the time for all of us to re-evaluate our policies with respect to 
reducing tariffs and subsidies that not only distort our internal markets, but would improve the prospects 
for a successful Doha Round.  While we need to strive towards narrowing the differences, we need to 
ensure that any new system remains fair to all stakeholders in the global economy.  We need to re-
evaluate our policies with respect to the distorting impacts of agricultural subsidies, reduce tariffs on 
goods and reduce barriers in emerging markets to stimulate South-South trade.  We should use this 
window of opportunity to address these critical issues to ensure that the poor do not pay the price of our 
inaction. 
 
Mr. Zoellick, we listened with interest to your innovative idea of channeling funds from the Sovereign 
Wealth Funds to meet the development needs of Africa.  If the Bank Group were to create equity 
investment platforms and benchmarks that offered competitive returns, then these opportunities should be 
available, on a voluntary basis, to all stakeholders in the developed and developing world, rather than 
merely the Sovereign Wealth Funds.  Furthermore, the governance arrangements for such a platform 
would need to adequately balance and reflect the interests of the various stakeholders.  Finally, and while 
we support the identification of innovative approaches to securing financing, any funds raised should be 
considered additional, rather than a substitute, to the official ODA commitments.  Needless to say, such 
an important initiative would necessarily require intensive board discussions prior to finalization and 
operationalization. 
 
Finally, we would like to touch upon an issue of emerging significance – that of environmental 
sustainability, and in particular, our framework for addressing climate change.  We underscore the 
importance of ensuring that this is formulated within the context of the development mandate of the Bank 
and the principles of the UNFCCC.  Furthermore, and taking into account the slow and uneven progress 
towards achieving some MDGs and limited ODA, it is essential that we prioritize our approach and tailor 
it, so that national development policies and priorities, the local context and eco-specificities are 
incorporated.  The importance of additional financing and technology transfers cannot be neglected - 
generating strong and more inclusive momentum to implementing effective environmentally sustainable 
policies needs to be pursued simultaneously with urgent action to generate the appropriate flows of 
resources from public and private sources, rather than relying merely on the expected private investments 
to materialize.   
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During these turbulent times, this Chair believes that this institution remains in the unique position to 
answer the call of the poor in this world.  A prioritized environmentally sustainable approach, using 
innovative instruments that are tailored to country needs, and relying on country’s own systems will 
deliver on our objectives, and make for a stronger, more legitimate institution that speaks with the voice 
of the poor.  We look forward to continuing the dialogue on some of these and other critical issues during 
the Annual Meetings. 
 
 
Statement by Mr. Bert Koenders, Minister for Development Cooperation, The Netherlands6 
 
During the Development Committee meeting we will be discussing the following subjects: the World 
Bank Group’s Strategy, the Global Monitoring Report 2008, climate change and how to strengthen the 
voice of developing and transition countries in the Bank’s decision-making. In my written statement I 
shall discuss these topics and elaborate on the consequences of the current high food and oil prices for 
developing countries. 
 
The World Bank Group’s Strategy 
 
At the 2007 Annual Meetings, World Bank President Zoellick received the well-deserved support of the 
Development Committee for his proposal to focus the World Bank’s strategy on six priorities. Our 
constituency welcomes the vision that President Zoellick presented as the Bank’s mission and supports 
the choice of these priorities and the consultative process with which the work is being taken forward. 
These priorities include assisting the poorest countries, especially in Sub-Saharan Africa; addressing the 
problems of post-conflict states more adequately; emphasising the successful integration of China, India, 
and other middle-income countries into the international economic system – countries that are rising 
economic powers but still face significant development challenges; combating climate change; and 
helping countries develop and take better advantage of open markets for development and stability. 
 
In 2007, President Zoellick identified fostering development and opportunity in the Arab World as one of 
six key strategic themes for the Bank. Our constituency strongly supports the World Bank in its efforts to 
strengthen its engagement with Arab countries and institutions. The Bank and the region share the same 
goals, which are to encourage growth and job creation, especially for the young; to achieve greater social 
inclusion, including for women; to focus on educational reform in order to raise quality and develop 
skills; and to manage environmental issues more effectively, including water management and pollution. 
We see closer cooperation between the Bank and the Arab world as a very positive development and 
believe that issues of governance, reform and democratic accountability should be part of this approach 
 
We encourage President Zoellick to use the six priorities as the basis for an operational strategy equipping 
the Bank to address the challenges of the 21st century. We further request Management to translate the 
vision of an ‘inclusive and sustainable globalisation’, a vision fully supported by our constituency, into a 
clear and measurable set of objectives. We also believe that the World Bank should make clear choices in 
the context of a sequence and phased integration of developing countries in the world economy. This 
means not only defining priorities and tackling problems to which it can provide the best solutions, but 
also leaving interventions in specific areas to other agencies that are better equipped to cater for them. All 
of the six working groups currently working on the strategic themes should be required to make these 
choices. 
                                                 
6  On behalf of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, the Republic of 
Macedonia, Moldova, Montenegro, The Netherlands, Romania and Ukraine. 
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We also encourage Management to present a strategy proposal to the 2008 Annual Meeting. The more 
detailed policies needed to implement the strategy will require a continuous process, in which the World 
Bank can learn from its experience, as President Zoellick rightly pointed out.  
 
We believe that a learning organisation that is flexible, more responsive to clients’ needs, more 
decentralised, and better able to make use of its knowledge requires a revision of governance structures, 
systems and human capital. Financial resources should also be tailored to the World Bank’s revised 
strategy and objectives. These elements of the re-orientation process should be integrated into the 
Strategy discussions. 
 
Finally, our constituency believes that the World Bank should continue with its decentralisation process. 
While doing so, the Bank should also pay more attention to local accountability and strengthen the local 
political dialogue on World Bank programmes, closely cooperating with bilateral donors. 
 
Global Monitoring Report 2008 
 
The GMR 2008 clearly shows that achieving all the MDGs in 2015 will require extra efforts by both 
countries themselves and the international community. This was also underlined in the Call to Action 
announced at the World Economic Forum in Davos. The fact that ODA from DAC donors declined in 
2006 and 2007 gives cause for concern. Our constituency calls upon other countries to deliver and fulfill 
the ODA norm of 0.7% of GNP. The Netherlands will also address this important issue at the Financing 
for Development Conference in Doha in November 2008.  
 
Our constituency believes that we need to look at the scaling-up agenda and enlarge the potential fiscal 
space to benefit spending which promotes sustainable economic growth and tackles poverty. Our 
constituency believes that, when doing so, we should take into account the results of debt relief and 
governments’ opportunities to generate income, including a better tax collection system and a more 
effective and efficient expenditure policy. The GMR should also look at ways for Africa to strengthen 
growth through sources other than ODA – through trade, for example looking at the changing aid 
architecture, with many new players, special attention should be paid to new challenges in the field of aid 
effectiveness and coherence. We should therefore do all in our power to ensure that the Accra High Level 
Forum in September is a success. 
 
We welcome the rapid economic growth in many countries in Sub-Saharan Africa. But some countries are 
still missing the boat. Additional efforts are needed in these countries, and in particular in fragile states. 
This calls first and foremost for a commitment on the part of the governments of these countries to getting 
back on track, backed by the support of the international community.  
 
The GMR states that the downside risk for economic growth in developing countries as a consequence of 
the financial crisis is likely to be limited. However, a global downturn in growth will lower both demand 
for products and investments in developing countries. In addition, higher risk premiums make new 
borrowing more expensive and could have a negative impact on developing countries’ debt sustainability. 
To mitigate these impacts, safeguard the progress made so far in many of these countries and prevent 
vulnerable countries from falling further behind, attention should be given to strengthening both debt 
management capacities and the financial sector and to improving governance at all levels.  
 
The GMR also points at the growing income inequality in developing countries. It is important to curb 
this worrying trend. In doing so, we should pay special attention to the consequences of rising oil and 
food prices, especially for the poor, in both urban and rural areas. Many countries with large stocks of 
commodities are able to benefit from rising commodity prices and display strong economic growth. This 
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is only sustainable in the long run if the acquired wealth is used productively and not squandered. Some 
should also be set aside in case the economic tide turns. It is also important that growth trickles down to 
the poor and that there is enough focus on its distribution. Policy faces a challenge, especially in countries 
with few energy and food resources and a shortage of raw materials. The rising prices of these goods, 
particularly in the context of the slowing world economy, presents a challenge – from both a 
macroeconomic and a socioeconomic perspective. It is important that the Bank continues to find the 
means to assist in cases where its assistance is needed.  
 
Inequality is also growing in access to health care. The rich have access to expensive, but good quality 
health care, while the poor depend on public health care, which is often of a lower quality. In the past, 
interventions to tackle this problem have proved to be unsuccessful. Our constituency believes that 
inequality should not only be tackled with technical instruments, but should also be seen as part of a 
broader socio-political agenda. What is more, special attention should be paid to the problem of 
malnourishment, which is a major obstacle to achieving the MDGs. The strong rise in food prices is a risk 
factor.  
 
The international financial institutions still play an important role, but they can’t take that for granted. The 
effectiveness and efficiency of the various institutions is crucial. We believe that we should look carefully 
at the multilateral architecture in the light of the global public goods debate. Regional and global public 
goods are rightfully seen as new priorities, but it is not yet fully clear what role the multilateral 
institutions, and more specifically the World Bank, should play. 
 
Climate Change 
 
Our constituency welcomes the progress made with the Strategic Framework on Climate Change and 
Development (SFCC), since addressing climate change is central to development and poverty reduction. 
We agree that the SFCC should be an integrated part of the Bank’s overall strategy and form part of its 
global public goods strategy. 
 
We believe that financial resources for the climate change agenda should be additional to the present 
levels of ODA finance so as not to compete with other MDGs. We believe that adaptation measures 
should be integrated and mainstreamed into development aid.  
 
Our constituency welcomes the design of new and innovative financial instruments by the World Bank, if 
they are in response to a clear demand not met by the market and add more value than existing 
instruments and other relevant initiatives. In this way we avoid the creation of an unnecessarily complex, 
inefficient and ineffective financial architecture for climate change.  
 
Better use can be made of existing instruments. In doing so, it is important to work closely with other 
development partners, including the UN (UNFCCC, UNEP, UNDP), the GEF, Regional Development 
Banks, bilateral donors, the private sector, research institutions and civil society. In the area of climate 
change, the WB should focus on its comparative advantages and should agree with its partners on a 
proper division of labour. Maximising synergies between IFC, MIGA, IBRD and IDA also deserves 
attention.  
 
New products should focus on raising private sector finance, which will form the lion’s share of funding 
for climate change. We welcome the relatively large role designated in the document to the IFC and 
welcome the development of a climate change strategy.  
 
With respect to the development of a portfolio of strategic Climate Investment Funds (CIFs, and the 
umbrella vehicle), we see that until now there has been limited involvement of developing countries, 
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risking a negative impact on the UNFCCC process and a less effective post-2012 climate regime. We are 
also concerned about the risk of proliferation as well as duplication of funds and difficulties concerning 
their governance. Given the establishment of the Adaptation Fund (AF) in Bali, a replication of similar 
efforts will raise questions of coherence and effectiveness. In light of these issues, we welcome closer 
dialogue with all actors to improve the design of the CIFs. We would like to make the following 
suggestions. First, we would like to see the Climate Resilience Programme working with the three 
existing adaptation funds: LDCF, SCCF and AF. A one-off contribution to the new AF would have the 
clear advantage of building the trust of developing countries and of involving GEF, UNDP and UNEP 
more closely. Second, the Forest Investment Fund should work with the existing Forest Carbon 
Partnership Facility. We also believe that synergy and complementarity with funds (i.e. within the GEF) 
that foster sustainable ecosystem management and restoration should be explored. Third, we would prefer 
a single facility with a limited number of windows, including a window for clean energy and access to 
energy, instead of a number of trust funds, each with their own governance structure.  
 
The governance structure of the CIFs and the various new instruments and initiatives is a real challenge. 
We believe that it could be improved with greater consolidation at recipient level to help clients obtain the 
package they need and reduce the transaction costs. Staff also need clear guidance. Improved outreach is 
needed to show what instruments exist to strengthen the project pipeline.  
 
Voice 
 
We support the work carried out by the Bank on strengthening the voice of Developing and Transition 
Countries (DTC). It is well timed, given the developments at the IMF. The Netherlands attaches great 
importance to strengthening the voice of DTC and would like to see tangible progress soon after an 
agreement is reached at the IMF. The Netherlands would like to stress that the WB is a global 
development institution and should take ODA and Trust Fund contributions on board when discussing 
how the balance of voice and representation should be improved. We welcome the progress that has been 
made in fixing the timeline for working out specific proposals. However, we consider the options 
presented at each stage as part of one and the same package aimed at enhancing the voice of DTC since 
they are closely interrelated. We look forward to discussing this package in an open and constructive way 
in the near future. 
 
 
Statement by Mr. Paul Antoine Bohoun Bouabré, Minister of State for Planning and Development, 
Côte d’Ivoire7 
 
I would like to begin by extending warm congratulations, on behalf of the 24 countries I represent, to Mr. 
Dominique Strauss-Kahn on his appointment to head the International Monetary Fund, along with my 
best wishes for success during his term.  
 
My statement focuses on three items appearing on our agenda, namely: overcoming poverty in the poorest 
countries, particularly in Africa; effective assistance to fragile and conflict-affected States; and challenges 
and opportunities for developing countries in light of higher agricultural product and commodity prices.  I 
would, however, like to take the liberty of commenting briefly on the items listed for information 
purposes and for the informal discussion that we will have during lunch. 
 

                                                 
7  On behalf of Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo, 
Côte d’Ivoire, Democratic Republic of Congo, Djibouti, Equatorial Guinea, Gabon, Guinea, Guinea-Bissau, 
Madagascar, Mali, Mauritania, Mauritius, Niger, Republic of Congo, Rwanda, São Tomé and Príncipe, Senegal, 
Somalia (unofficially), and Togo. 
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Overcoming Poverty in the Poorest Countries, Particularly in Africa 
 
The staffs of the World Bank and International Monetary Fund prepared the Global Monitoring Report 
2008, the quality of which is excellent.  I commend them for this work.   
 
At this juncture, it is worth noting that previous reports, in particular the 2005 report, had already 
provided a rather gloomy assessment of the progress made toward achievement of the Millennium 
Development Goals.  Clear recommendations were made to enable us to expedite progress if we wish to 
meet the 2015 target.  We are now in the year 2008, the mid-point of the target date, and the report 
provided to us validates the observations made in previous reports.  Indeed, we note that while remarkable 
progress has been made in many developing countries, current trends indicate that most MDGs will not be 
achieved by the majority of countries.  We note also that while some regions of the world are positioned 
to achieve a number of the goals, projections are that Africa, regrettably, will not achieve any of these 
goals.    
 
However, despite this observation, we have good reason to be optimistic.  While the challenge is indeed 
daunting, it is possible to expedite progress.  Progress can be achieved even in those countries that lag the 
furthest in Africa. This has been demonstrated by Ghana, Mozambique, Tanzania, and Uganda in the area 
of expediting growth and reducing poverty; by Malawi in the area of boosting agricultural productivity; 
by Ghana, Kenya, Tanzania, and Uganda in the area of increasing primary school enrolment rates; by 
Niger, Togo, and Zambia in the area of combating malaria; by Senegal and Uganda in the area of 
expanding access to water and sanitation; by Niger in the area of reforestation; and lastly, by Rwanda in 
the area of post-conflict reconstruction, which has been impressive.  This progress will have to be 
expedited and expanded to include all the MDGs, all the countries, and all the people of Africa. 
 
In this regard, I wholeheartedly endorse the six recommendations made in the Global Monitoring Report 
2008 to expedite progress toward achievement of the MDGs.  In particular, I support those pertaining to: 
(i) accelerating sustainable and inclusive growth; (ii) scaling up aid and increasing its effectiveness; and 
(iii) harnessing trade for strong, inclusive, and sustainable growth.  
 
In the area of accelerating growth in Africa, I support the notion that economic growth is heavily 
dependent on the situations and specificities of each country.  In other words, there is no general formula 
that can be successfully applied in all countries.  For this reason, our focus should be on analyzing the 
drivers of growth in each country.  I therefore call on the Bank to invest heavily in enhancing its 
knowledge of the growth factors in the various countries.  I also commend the Bank for taking the 
initiative to establish a commission on economic growth, whose achievements will be closely followed.  
 
I would also like to underscore once more the important role played by the private sector in stimulating 
economic growth.  In this regard, I think that the International Finance Corporation (IFC) can and must 
play a decisive role in private sector development in Africa.  I am pleased to note that the IFC has made a 
commitment to addressing the key problems that thwart private sector development in Africa.  The 
updating of its strategy, along with a triennial action plan that provides for significant scaling up of these 
interventions in Sub-Saharan Africa, constitutes irrefutable evidence of this commitment.  
 
Development assistance remains essential to permit countries to achieve the MDGs.   I am heartened by 
the success achieved with the replenishment of IDA15 resources, which amounted to US$41.6 billion for 
the period 2009-2011, a 30 percent increase over IDA14.  This remarkable achievement should not cloud 
the fact that overall, the volume of official development assistance (ODA) is declining.  At this juncture, I 
would like to emphasize the importance of honoring the many commitments made, particularly the 
Gleneagles commitments, which provide for a US$50 billion increase in ODA and the doubling of 
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assistance to Sub-Saharan Africa by 2010.  Furthermore, I would like to stress the fact that many African 
countries have demonstrated their capacity to absorb scaled up assistance.  
 
In the area of trade, successful Doha negotiations could permit poor countries to boost their growth rates.  
I think that the current spike in agricultural product prices should provide an opportunity to reach an 
agreement in the area of agriculture.  However, it is important for the Bank to continue its assistance to 
poor countries, with a view to helping them develop their capacity to derive benefit from trade 
opportunities.   
 
Fragile and Conflict-Affected States 
 
We recognize that all fragile States generally face daunting challenges.  I should note that our 
constituency includes a large number of such States.  I am impressed with the quality and relevance of the 
analyses on this topic, which seek to have the international community develop a greater response 
capacity to the specific needs of the countries in this category.   
 
What is a fragile State?  Such a State could be defined as one with inadequate capacity to withstand 
internal and external shocks.  The impact of these shocks is reflected in: (a) the stability of institutions; 
(ii) macroeconomic stability and economic development; (iii) general equilibrium and social cohesion; 
and lastly (iv) the State’s capacity to honor its international commitments. 
 
In this regard, I would like to take advantage of my dual role as Governor for a post-conflict and fragile 
State as well as Chairman of a constituency that includes fragile States to share a few lessons learned with 
you.   
 
First, it is imperative for us to work collectively on all fronts in order to avoid the collapse of State 
institutions.  If we fail to do so, the countries’ road to recovery will become a long and arduous one.  The 
case of Somalia readily comes to mind.  Our small countries cannot, by themselves, remain viable without 
the assistance of the international community.  Our situation stands in contrast to big countries such as the 
United States, Spain, and the United Kingdom, which have demonstrated their ability to withstand 
terrorist attacks in recent years. 
 
Second, we must not become inward looking.  It seems to me that the case of Côte d’Ivoire is fairly 
instructive in this regard.  Indeed, the international community has been closely associated with the 
management of this crisis since its onset.  The World Bank was the main partner involved with the design 
and formulation of the Disarmament, Demobilization, and Reintegration (DDR) Program.  Furthermore, 
although the two Bretton Woods institutions suspended programs and projects in Côte d’Ivoire, the 
Government chose to maintain technical dialogue with these institutions.  It was this ongoing dialogue 
that facilitated the welcome recovery currently being experienced.  
 
Third, we must learn how to make the best trade-offs in the area of budget management.  These trade-offs 
should be based solely on the desire to maintain State institutions and social balance, and to honor 
international commitments.  
 
Concomitant with the development challenges facing fragile States are transborder conflict, public health, 
and humanitarian crisis risks.  
 
It is at this gathering that we should ask the following question: how could the international community 
make key resources available to fragile States to assist with the delivery of services, post-conflict 
recovery, and reforms? 
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It is for this reason that my constituency unreservedly supports the recommendations targeting more 
tailored assistance to fragile States through greater coordination of interventions, policies, and instruments 
that are suited to situations on the ground.  Consequently, for our fragile States, particularly post-conflict 
States, the international community should respond more quickly to the urgent problems faced by these 
States, which include accumulated debt arrears.  
 
I would like to avail myself of this opportunity to commend the Bank on its innovative approach to 
seeking solutions that have permitted a number of countries in our constituency such as the Central 
African Republic, Côte d’Ivoire, and Togo to reestablish relations with the international financial 
institutions.  It could go further by reducing the delay experienced by these countries with the HIPC 
process by linking progress more to PRSP performance, given the magnitude of needs and the time 
constraints for PRGF implementation. 
 
Higher Agricultural Product and Commodity Prices 
 
For a number of weeks, many countries in my constituency have been grappling with the sudden rise in 
food prices, particularly oil and grains such as wheat and rice.  These higher food prices have led to social 
upheaval that is threatening the peace and stability of several countries.  Burkina Faso, Cameroon, Côte 
d’Ivoire, Niger, and Senegal are a few examples of countries that have experienced social unrest triggered 
by higher commodity prices. 
 
Rising food and fuel prices suggest that we are in the midst of a period of global shortages, the causes of 
which are not only cyclical, but unfortunately, long term and thus structural.   
 
Along with factors linked to climate events (floods, bad weather, and drought) are also long-term factors 
that point to the structural nature of this situation. 
 
Indeed, the sharp increase in the purchasing power and burgeoning middle classes in emerging economies 
as a result of continuous wealth creation are exerting strong demand pressures and fueling a need for 
improved food quality. 
 
Furthermore, protectionist trends are gaining ground in big industrialized countries, which are reducing 
their exports in order to protect their domestic markets or curb inflation.  Lastly, the search for alternative 
energy sources, in particular biofuels, has increased the demand for foods that can be used for biofuel 
production.   
 
The impact of these rising food prices (viewed as a global food shock) on the African people and 
economies could be likened to what some observers are calling an “economic and humanitarian Tsunami” 
that will erode the foundation and threaten the existence of fragile States. 
 
This impact is being felt in these countries on at least four levels: 
 

 It is jeopardizing the work being done by these countries in the area of economic recovery 
and the reforms undertaken more than two decades ago, which have allowed them to 
strengthen their economic fundamentals.  These areas include the following, in particular: (i) 
public finance, through a decline in revenue attributable to emergency measures which 
governments are expanding; and (ii) effectiveness of the economic system, through the 
introduction of distortions triggered by short-term administrative measures and fees proposed 
to dampen the effect of the shock.  More importantly, this shock could prompt changes in the 
behaviors of economic agents and affect the efficiency of the production system.  
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Consequently, it would cast a pall over the effective implementation of the long-term 
measures needed to achieve a lasting solution to this crisis. 

 
 Furthermore, this spike in global food prices is creating a security problem for fragile States.  

Indeed, riots, social unrest, and disorderly demonstrations accompanied by the destruction of 
public and private property pose a veritable threat to societies. 

 
 Price hikes are undermining the foundation of States and sorely testing the ability of these 

countries to restore some level of institutional stability.  This global food shock is in fact 
considerably curtailing the room that institutions in these fragile States have to maneuver.  
Such countries have already been hard-hit by the effects of crises and the work required for 
national reconstruction.  This shock is therefore shaking the foundations of development, 
given that development cannot take place without a viable State.  

 
 Lastly, spiraling global food prices are having a negative effect on the promotion of 

democracy.    The specter of destabilization is creating panic in countries.  In addition, faced 
with the threat of social upheaval, social discontent, and the growing influence of trade 
unions, these burgeoning democracies run the risk of developing autocratic reflexes to curb 
social unrest. 

 
To sum up, African countries are the least equipped to cope with this spreading global food shock.  Rising 
global prices are not only threatening the survival of the most vulnerable populations, given its impact on 
real income, but is also imperiling the national reconstruction work of fragile States and thus their very 
ability to exist in a sustainable and sovereign manner.  This food crisis calls for a reassessment of our 
agricultural policies.  It underscores the need to find a proper response to food and energy security, which 
are challenges of the twenty-first century in a context of heightened globalization. 
 
Countries must immediately adopt short-term policies to reduce the impact of price hikes on the poor and 
most vulnerable, particularly women and children, and institute medium- and long-term policies to 
achieve a sustainable solution to structural problems.   
 
Against this backdrop, I call on the International Monetary Fund to review its Exogenous Shocks Facility 
(ESF) with a view to permitting countries to avail themselves of this mechanism where necessary.  Also, 
the Bank is called upon to implement a similar mechanism to resolve structural problems.  Furthermore, 
the World Bank and IMF could lobby on behalf of countries affected by spiraling food prices by calling 
on donors to increase their contributions to the World Food Program and other United Nations agencies 
working in the area of food aid. 
 
Lastly, I call upon the Bank to quicken the pace of implementation of the recommendations set forth in 
the most recent World Development Report, which underscored the importance of agriculture. 
 
Strategic Framework on Climate Change and Development for the World Bank Group 
 
I would like to commend the Bank on its concept note on climate change and development.  I fully agree 
with the World Bank Group that broad-based consultation should be held with all stakeholders before the 
note is finalized. 
 
The foundation, principles, and pillars that underlie development of this framework seem to me to be 
relevant.  I support the idea of the establishment of a Climate Change Investment Fund as well as an 
action plan to streamline financing instruments that already exist or are being established, and to facilitate 
the development of new instruments and financial products.   
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At this stage of my remarks and to this end, I would like to underscore four points that I consider 
important as this strategic framework is finalized: 
 

 The Bank should, first and foremost, be a development bank rather than an institution for 
environmental promotion.  Consequently, primary responsibility for managing environment 
issues should be entrusted to the United Nations Framework Convention on Climate Change 
(UNFCC). 

 
 The Bank should ensure establishment of a mechanism that guarantees the effective and 

transparent application of the principle of additionality.  
 

 The international community should help Africa develop its vast potential in the areas of 
hydroelectric and solar energy, which are quintessential forms of clean energy.  Resolution of 
this issue at a regional or subregional level should not be ruled out. 
 

 The Bank should set aside appropriate funding for carbon project preparation. 
 

Options to Strengthen the Voice and Representation of Developing Countries and Transition Economies 
within the Bretton Woods Institutions 
 
I take due note of the decisions of the IMF with respect to quotas and voice and representation, despite the 
fact that the issue of the number of African representatives has not yet been satisfactorily resolved.  It is 
regrettable that significant progress has not been made at the Bank despite all the appeals we made at 
previous meetings.  I would like to point out that at the Monterrey Summit, the international community 
advised the Bretton Woods institutions to find ways and means to strengthen the voice and representation 
of developing and transition countries in their decision-making processes.  This decision was prompted by 
the fact that it would facilitate strengthening of the mutual accountability requirement, the legitimacy, and 
the credibility of the two institutions and ultimately enhance their effectiveness. 
 
For all these reasons, I encourage the Bank to expedite its work so that it can propose to us a package of 
measures that we can discuss at our next meeting.  The Bank’s approach should take IMF reforms into 
account, but also its unique status as a development bank.  From our vantage point, the package of 
measures should include the following: 
 

 Tripling basic votes and ensuring that they are proportionately maintained; 
 

 Increasing the IBRD’s shares held by developing countries; and lastly 
 

 Significantly increasing the number of Executive Directors representing Sub-Saharan Africa.  
 
 
Statement by Mr. P. Chidambaram, Minister of Finance, India8 
 
We meet at a time of global financial turmoil, with the world economy slowing down after years of robust 
growth and the US economy slipping into what most analysts feel is a recession.  The European and 
Japanese economies are also showing signs of slowdown, albeit less sharply.  Developing countries 
                                                 
8  On behalf of Bangladesh, Bhutan, India and Sri Lanka. 
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showed growth rates in 2007 which were higher than expected, but now we discern early signs of a 
slowdown there as well.   
 
Recent Market Developments 
 
As in the case of global warming, developing countries are threatened by a crisis, not of their making and 
one for which they have not been responsible in any way.  The origin of the present turmoil lay in the sub-
prime mortgage crisis in the US, leading to the need to bail out banks in the US and Europe, which were 
exposed to these dubious securities.  While the effects of the turbulence are still reverberating across the 
entangled financial systems of the world, they have clearly impacted markets in several developing 
countries as well.  Given the growing complexity of ingenious financial engineering and re-engineering, 
hindsight tells us that it would have been wiser for regulators to have erred on the side of caution.  We 
now need a thorough review and overhaul of financial oversight and regulatory mechanisms through the 
entire global system. 
 
Higher Commodity Prices 
 
The dramatic rise in the price of crude oil and food is adding to the woes of the developing world.  The 
prices of crude oil that have shot up to the region of US$ 110 a barrel do not reflect either the cost of 
producing the oil or the risks inherent in the market and in fact, not even the inter-play of demand and 
supply.  These runaway prices require producer nations to seriously contemplate the management of 
production and pricing policy and to reflect on the crippling burdens that expensive oil imposes on poorer 
nations. 
 
The unprecedented increase in food prices has come on the back of high energy and fertilizer prices and 
an increased use of food crops for bio-fuels.  These food prices which hit the poor hardest, are expected to 
remain firm in the medium term unless we make serious interventions.  The demand for bio-fuels will 
probably increase, and energy and fertilizer prices could be expected to remain high in the medium term.  
In a world where there is hunger and poverty, there is no policy justification for diverting food crops 
towards bio-fuels.  It is imperative that developed countries cut off subsidies on food crops for bio-fuel 
production. Converting food into fuel is neither good policy for the poor nor for the environment.   
 
Global Aid Landscape 
 
President Zoellick’s call for a “New Deal for Global Food Policy” to focus on hunger and malnutrition 
could not have come at a more appropriate time.  It is becoming starker by the day that unless we act fast 
for a global consensus on the price spiral, the social unrest induced by food prices in several countries 
will conflagrate into a global contagion leaving no country – developed or otherwise – unscathed.  The 
global community must collectively deliberate on immediate steps to reverse the unconscionable 
increases in the price of food which threatens to negate the benefits to the poor nations from aid, trade and 
debt relief. Donor countries must increase funding to the World Food Program (WFP) and the United 
Nations’ Central Emergency Relief Fund (CERF).  In the long term, these UN agencies need more 
reliable funding such as through assessed contributions from UN Members.  Governments in poor 
countries must be supported in their efforts to alleviate hunger by immediate financial support to poor 
consumers.  We welcome the shift in focus in the proposed New Deal from traditional food aid to a 
broader concept of food and nutritional assistance and on medium to long-term efforts to boost 
agricultural productivity in developing countries. 
 
It is in this context we note with concern that aid has declined both in 2006 and 2007.  This flies in the 
face of the Monterrey Consensus target of achieving ODA levels equal to 0.7% of GNI and the 
Gleneagles commitment in 2005 to double ODA to Africa in five years.  On the demand side, the capacity 
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of developing countries to absorb scaled up foreign assistance has increased. However, the quality and 
quantity of aid still needs considerable improvement, especially with regard to its predictability. 
 
MDGs at the Midpoint 
 
The discussion on achieving the Millennium Development Goals is very timely considering that we are at 
the midpoint today to the target year of 2015.  While we have made tremendous strides since 2000, the 
progress across MDGs varies widely. While we would achieve the target of halving extreme poverty 
before 2015 on a global level, Sub-Saharan Africa is expected to miss this target by a wide margin.  In 
fact, Sub-Saharan Africa would fall short of all the MDGs in varying degrees. The position of Fragile 
States, many of which are in Sub-Saharan Africa, has actually worsened as compared to where they were 
earlier in terms of some of the MDGs.  None of them are expected to fully achieve any of the MDGs by 
2015.  We have noted this with concern. We are of the view that this calls for a major focus on these 
states in the coming seven years leading up to 2015.  
 
Lack of progress on the MDGs related to maternal and child mortality is disturbing. It raises major 
questions on aid effectiveness and the channeling of public spending. Several MDGs are intimately 
related to each other and progress in any one should have been reflected across the others. Unfortunately 
this cross-impact does not seem to have materialized to the extent desired. Reduction in poverty has not 
led to a proportionate reduction in child and maternal deaths; it has not led to a proportionate reduction in 
under-five malnutrition. Gender parity in school and universal primary education over the years ought to 
have had positive effects on child and maternal health. However, this has not happened.  Obviously we 
have not been able to exploit the cross-linkages to the desired extent.   
 
The pattern of progress so far is also an indication that future progress on MDGs might actually be slower 
and more challenging given that increasingly, more and more difficult regions and countries where the 
greatest gaps prevail would need to be tackled. We believe that the quality of governance and institutional 
capacity for effective delivery of public services is critical to achieve the MDGs.  We must establish and 
strengthen local governance institutions in Sub-Saharan Africa and the Fragile States.  Public Private 
Partnerships could improve service delivery by bringing in better quality, efficiency and accountability. 
Good governance and an effective delivery mechanism could ensure an improved performance across 
MDGs. We must reaffirm our commitment to these principles at this forum. 
 
Development in the context of Climate Change 
 
The Development Committee at its Annual Meeting held on October 21, 2007 had noted the scale and 
challenge of addressing the causes and impacts of climate change, and accordingly, had called on Bank 
management to develop a strategic framework for Bank Group engagement, including support for 
developing countries’ efforts to adapt to climate change and to achieve low carbon growth while reducing 
poverty.  The DC had also welcomed the focus on environmental sustainability in the Global Monitoring 
Report 2008. 
 
We take note of the Background Report titled “Towards a Strategic Framework on Climate Change and 
Development for the World Bank Group: Concept and Issues Paper”.  We note that this is an evolving 
document likely to be finalized in the Annual Meeting later this year. 
 
The three objectives stated in the document, namely, priority of economic growth and poverty reduction, 
increased access to energy for developing countries, and adaptation to climate variability as a central 
concern, are consistent with the expectations of the Development Committee.  The document is 
comprehensive and rightly focuses on integration of adaptation and mitigation in development strategies, 
consolidation of efforts to mobilize and deliver financial resources, expansion in the role of the World 
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Bank Group in developing new markets, tapping private sector resources for climate-friendly 
development, enhancing the World Bank Group’s role in accelerating technology development and 
deployment, and stepping up policy research, knowledge management and capacity building.  However, 
we feel that the document needs to be reviewed and revised keeping in view the following concerns 
before its finalization for consideration by the DC at its forthcoming Annual Meeting: 
 

 First and foremost, we would like to underscore the fact that the World Bank is a 
development institution. The core mission of the Bank – ‘A World Free of Poverty’ - can be 
secured by ensuring inclusive economic growth and poverty reduction. The developing 
countries are the clients and customers of the Bank. While climate change is an over-arching 
global phenomenon which impacts every one, it does not change the primary developmental 
objective of the Bank. The proposed strategic framework should therefore be reviewed 
through the development lens to keep it in congruence with the Bank’s core mission. In fact 
the title of the document should be changed to read- ‘Towards a Strategic Framework for 
Development in the Context of Climate Change- Concept and Issues’. This will help keep the 
focus on the primary mandate of the Bank as we move forward.  

 
 Access to energy is the key to development. Enhancing energy supply and access is a critical 

component in the national development strategy of any developing country. This must be 
kept in view while discussing various options for addressing climate change. 

 
 No model for addressing climate change would be acceptable, in which some countries 

continue to maintain high carbon emissions while the development options available for other 
countries get constrained. The global compact for addressing climate change has to be based 
on the well established principle of common but differentiated responsibility articulated in the 
UN Framework Convention on Climate Change; 

 
 There should be a fair, equitable and transparent global regime for resources and technology 

transfers to address climate change.  The developing countries need access to environment-
friendly technologies, especially in energy, transportation, manufacturing and agriculture.  
The new architecture for cooperation must involve finance and technology support to 
developing countries for adaptation and mitigation.  We are happy to note that the Paper 
clearly states that on both fronts, i.e. mitigation and adaptation, financing and technology 
transfer to developing countries is required, and that such support should not divert resources 
from other development programmes.  This must be the corner-stone of the global framework 
for addressing climate change. 

 
 We are aware that the World Bank is working in collaboration with various donor countries 

to set up a portfolio of Climate Investment Funds. This is a welcome initiative.  However, 
these Funds must bring in new and additional resources instead of diverting resources from 
normal developmental flows.  There should be no conditionality or intrusive agenda attached 
to seeking assistance from these Funds.  As far as possible, the additional cost of mitigation 
must be compensated through grant assistance.  Finally, the governance structure of these 
Funds should ensure equal representation to developed and developing countries.   

 
Harnessing Trade for Growth 
 
The global community has yet another chance to realize the development promise of the Doha Round. 
The sensibilities of the developing countries should be key in the run-up to the conclusion of the Round.  
Agriculture must continue to remain the focal point to the negotiations since the livelihood concerns of 
more than a billion resource-poor farmers depend on it.  But we must also bear in mind that the 
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manufacturing and service sectors would contribute to the bulk of the GDP growth in the post-liberalized 
economic order, pointing to the need for a balanced final Doha outcome.  The Aid for Trade agenda needs 
to be pursued vigorously, with additional and predictable financing, since it helps the poorest countries 
integrate better into the world trading system and take advantage of the opportunities that multilateral 
trade liberalization would throw up.  Behind-the-border reforms in poor countries are crucial for them to 
harness the advantages of trade.  It is important at this stage not to overload the agenda or create fresh 
non-tariff barriers by introducing distracting labour standards and environmental issues which must be 
addressed in separate fora.  
 
Voice and Representation 
 
In order to be able to achieve the various important tasks that lie before this institution, the importance of 
the issue of voice and participation cannot be over-emphasized.  The three principles on which the issue 
of voice and participation needs to be addressed are in terms of enhancing mutual accountability, 
enhancing Bank legitimacy and credibility and enhancing Bank competitiveness.  These issues have been 
under discussion in the IMF and we need to move forward quickly in the World Bank also in this matter.  
The core area that needs to be addressed is what has been termed as structural issues and this relates to the 
issue of the voting shares.  We would once again reiterate that a review of the fundamental formula for 
IBRD shares is required.  While GDP would be an important variable, we need to include other variables 
such as the poverty numbers and the infrastructure deficit to reflect the demand side.  We hope that by the 
Annual Meetings in 2008, the Bank will come up with a firm, concrete and credible proposal for 
discussion at the Development Committee. 
 
 
Statement by Mr. James Flaherty, Minister of Finance, Canada9 
 
The global economic environment has featured prominently in a number of discussions this weekend and 
is extremely relevant to our discussion on the development agenda as well. The risks in the global 
economy underscore the importance of using our development resources as effectively as possible to 
support the most vulnerable and to make strong progress towards our development goals. 
 
A strong and effective World Bank Group is an integral part of this, and, on behalf of my constituency, I 
would like to thank President Zoellick and his management team for their ongoing efforts on a number of 
important fronts. This includes their work on the International Development Association (IDA) 
replenishment, the Bank’s long-term strategic directions, options to increase the voice of developing 
countries and strategies to ensure a sound financial position for the Bank into the future. 
 
I would also like to thank the World Bank and the International Monetary Fund (IMF) for their work to 
raise awareness and action on development issues of growing concern, including the effect of higher food 
and oil prices and the recent financial market turbulence on the poorest, the particular challenges facing 
fragile states and the interconnection between climate change and development. Our discussions this 
weekend help raise our understanding of these important challenges and how we can move forward in 
addressing them. 
 
IDA’s 15th Replenishment 
 
                                                 
9  On behalf of Antigua and Barbuda, Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, Ireland, 
Jamaica, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines. 
 



 42

The conclusion of the 15th replenishment of IDA (IDA15) in December was a major milestone. The 
remarkable success of the replenishment clearly reflects the donor community’s confidence in the 
institution. 
 
For its part, Ireland hosted one of the IDA15 replenishment meetings in Dublin in November 2007 and 
subsequently committed to provide €90 million to IDA over the next three years. This represents a 29 per 
cent increase over Ireland’s contribution of €70 million to the 14th replenishment of IDA. Ireland is a 
strong supporter of IDA as a vehicle for channelling assistance to the poorest countries and as a key actor 
in the attainment of the Millennium Development Goals. 
 
Canada provided strong support for the replenishment as well, with a commitment to provide C$1.3 
billion over the next three years, a 25 per cent increase over Canada’s contribution of C$1.05 billion to 
the 14th replenishment of IDA. This reflects Canada’s belief that IDA contributions are money well spent 
and is an acknowledgment of the important enhancements that IDA will be making to further strengthen 
its support for fragile states, debt sustainability, and results and effectiveness.  
 
Strategic Directions 
 
We welcome President Zoellick’s efforts to renew the Bank’s strategic directions through the adoption of 
the six strategic themes. The definition of the Bank’s plans under each theme will necessarily be ongoing 
and iterative, given that the development context will continue to evolve and lessons will be learned as the 
Bank goes along. However, there should be a clear idea from the outset on what the Bank is trying to 
achieve with these incremental changes. We believe one important objective is a deep review of the 
Bank’s business model, including identification of areas where it should be letting other institutions take 
the lead, according to their comparative advantages, or areas where it is not seeing strong results. The 
Independent Evaluation Group can play an important role in this respect.  
 
We note the particular importance of the knowledge agenda theme, as it is essential that we keep building 
our understanding of how to do development better. In this regard, the Government of Canada has been 
actively supporting the search for innovative development solutions. Canada has worked very closely 
with other donors, the World Bank, the GAVI Alliance and the World Health Organization to help 
pioneer the Advance Market Commitment (AMC) mechanism. We feel that the backing of the Bank’s 
financial and knowledge assets will be important for the success of the initiative, and we look forward to 
exploring a next AMC for vaccines, following the successful completion of the design work for the AMC 
for pneumococcal vaccines. 
 
Earlier this year, the Government of Canada also announced a Development Innovation Fund focused on 
spurring scientific discoveries in global health and other areas of concern to the developing world. 
Knowledge breakthroughs allowing for new medicines, cleaner drinking water or more efficient farming 
could dramatically improve the lives of millions in developing countries. 
 
Voice and Representation Reforms 
 
For the World Bank to maintain its relevance and legitimacy, it is crucial that its operations continue to 
evolve to reflect the changing global context. In this respect, it is important that the Bank have a 
governance structure that facilitates input from developing countries, as their perspectives are especially 
important to inform the most effective use of aid resources and to draw attention to emerging issues.  
 
We are therefore very supportive of the Bank’s efforts to enhance the voice and representation of 
developing country members within its operations. I note that Canada has played a leading role on quota 
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reform at the IMF, and will be equally supportive of efforts to enhance the voice of developing countries 
at the World Bank.  
 
Given the broader range of reform options at the World Bank, shareholders will need to decide on an 
appropriate reform package that would best achieve our goal of making the Bank a more effective and 
responsive development institution. We believe options that improve decision-making processes at the 
operational level will be particularly important as these can have a more direct impact on the voice of 
developing country members compared to changes in shareholding and voting power. 
 
Finally, we emphasize the need to have a clear process for shareholder consultation and decision making 
to ensure that input from all developing country groups are taken into account in the formulation of a 
reform package. 
 
Sustainable Finances 
 
Another critical challenge for the Bank and its members is to ensure that it remains financially healthy 
into the long term. A particular consideration is the International Bank for Reconstruction and 
Development’s (IBRD’s) financial outlook in the global low interest rate environment. We encourage the 
Bank and the Executive Board to continue exploring options to make the best use of the IBRD’s capital to 
ensure that it maintains a financially sustainable position and its ability to contribute out of net income to 
other important development initiatives.  
 
Increases in Oil and Food Prices 
 
As part of our discussions today, we looked at the rise in global oil and food prices, which has become an 
important development concern. As highlighted in the Global Monitoring Report, average food prices 
have gone up 15 per cent over the past year and oil prices have tripled in US dollars over the past five 
years. If we continue to see high prices for these vital goods, the impact on the most vulnerable segments 
of the population is likely to be severe. 
 
In this respect, support from the Bretton Woods Institutions will be very important. The IMF’s Exogenous 
Shocks Facility can provide balance of payments support for countries facing significant price increases 
for their major imports. Likewise, the World Bank and the regional development banks can work together 
to finance programming to mitigate the impact on the poorest and help countries pursue policies that 
reduce their vulnerability to these price shocks through agricultural growth and energy efficiency and 
diversification. We note that the IBRD has recently enhanced its Deferred Drawdown Option on 
Development Policy Loans to better help countries during adverse events, such as price shocks. 
 
Fragile States 
 
Fragile states also present a major development challenge. With 35 per cent of the world’s poor 
concentrated in fragile states—a share that is expected to grow in the future—concerted efforts by the 
international community to reduce poverty and foster sustained growth in these countries will be critical. 
Successful interventions will not only improve the lives of the people living in these countries, but will 
also help preserve stability in the surrounding regions. 
 
The Government of Canada has made fragile states a focus for its own bilateral aid, with large programs 
in countries such as Afghanistan, Sudan and Haiti. As part of these efforts, Canada has been providing 
support through a number of World Bank trust funds, including the Afghanistan Reconstruction Trust 
Fund, where Canadian contributions have totalled C$466 million to date. Through this fund and other 
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channels, the World Bank continues to make a strong contribution to donor coordination in Afghanistan, 
as well as to anti-corruption and counter-narcotic efforts. 
 
The World Bank has made considerable improvements in its support for fragile states over the last few 
years, including the introduction of IDA grants and exceptional financing for countries emerging from 
conflict, more field presence and a rapid response system. We are very pleased with the additional 
enhancements agreed during the IDA15 replenishment, including more exceptional financing and a 
framework to clear the arrears of post-conflict countries. The IMF can play an important complementary 
role, focused on helping these states re-establish and maintain macroeconomic stability that is supported 
by strong fiscal management.  
 
Fragile states present a particularly difficult context for development work. Close coordination between 
the World Bank, the IMF, the United Nations (UN), regional institutions and other organizations will be 
essential. To this end, we are supportive of the Bank’s commitment to align its efforts with the organizing 
principles established by the Organisation for Economic Co-operation and Development, and we 
encourage donors to adopt coherent government-wide approaches to addressing fragile states issues. 
 
Climate Change 
Climate change is also a critical development issue, and the World Bank has an important part to play in 
tackling this challenge. We note that climate change is expected to be a particular challenge for least-
developed countries and small island developing states. The Bank’s convening power is a key asset in 
bringing together developed, developing and emerging market countries, and the private sector, for 
collective action. In this regard, there are major challenges that will require ongoing discussion by all 
parties, including the appropriate roles and responsibilities for each, and how to provide new financing 
and programming without adding to the complexity of the aid system and duplicating efforts. 
 
Regarding the Bank’s specific role, it is well placed to help its clients move toward a low-carbon growth 
path and to adopt appropriate adaptation measures. As a first step, the Bank can assist countries in 
mainstreaming climate change considerations into their Poverty Reduction Strategy Papers. With many 
donors aligning themselves to these poverty reduction strategies, there is great potential to scale up 
financing for climate change adaptation and mitigation efforts.  
 
The Bank also has a role in establishing broader risk-sharing measures to help developing countries deal 
with the effect of increased climate variability. A good example is the Caribbean Catastrophe Risk 
Insurance Facility, to which Canada has contributed C$20 million and Ireland has contributed US$2.4 
million. Another example is the Global Facility for Disaster Reduction and Recovery, which aims to 
enhance local capacity for disaster prevention and emergency preparedness in developing countries. 
Lessons learned from these initiatives can inform the design of other adaptation measures.  
 
Finally, the Bank can also facilitate the adoption of clean energy technologies, by leveraging Bank 
resources as well as funds from regional development banks, carbon finance and other sources. 
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Gender Equality 
 
The Bank has a critical role in advancing gender equality and women’s empowerment globally. The 
World Bank Group Gender Action Plan, Gender Equality as Smart Economics, is a critical step in 
acknowledging the link between gender equality and economic growth. We are particularly pleased that 
under this action plan, the Bank is now working to identify gender indicators that may be included in the 
Doing Business reports. We consider it essential that the Bank do what is necessary to integrate gender 
concerns across its operations, and urge the Bank to devote the appropriate human and financial resources 
to achieve this goal. 
 
Crime and Violence 
 
Exacerbation of male underachievement and young male economic and social marginalization is an 
important gender issue that must be addressed in order to realize development progress. These are major 
factors underlying the increase in crime and violence in the Caribbean and worldwide, which in turn 
undermines efforts to improve governance, investment climates and regional integration.  
 
The report on crime and violence in the Caribbean, released by the World Bank and the UN Office on 
Drugs and Crime last May, presents some startling figures that underscore just how inextricably tied this 
issue is to development. For example, estimates suggest that reducing the homicide rate in the Caribbean 
by one-third could more than double the region’s rate of per capita economic growth.  
 
We commend the Bank for its role in highlighting and helping to address this challenge and encourage 
countries to take advantage of the Bank's expertise in this area. Moreover, we encourage the Bank and 
bilateral donors, including through joint trust funds, to examine means to support programs designed to 
address the significant challenges facing male youth.  
 
 
Statement by Mr. Juan Fuentes, Minister of Finance, Guatemala10 
 
At the 2007 Annual Meeting, we broadly embraced the six strategic themes for an inclusive and 
sustainable globalization set out by the President that will shape the overall work of the World Bank in 
coming years.  We would like to commend the President of the World Bank for his leadership and hard 
work. We are pleased by the progress made since then in assessing how to move forward the goals 
suggested by the strategic themes.  Challenges are being analyzed, clear objectives are being defined, and 
linkages between these and specific actions are being established.  We would like to acknowledge the 
inclusiveness of this on-going iterative process, as staff, shareholders, stakeholders, and outside parties 
have been able to continuously express their views and opinions. 
 
We would like to reiterate the support of this constituency for the strategic themes which are defining the 
directions in which the World Bank is moving.  We are confident that the World Bank will emerge as a 
stronger and nimble organization, more flexible and innovative, and more able to respond to the 
development priorities and changing needs of developing countries. 
 
We welcome the establishment of working groups under the leadership of the Managing Directors and 
Chief Financial Officer, which are undertaking further diagnostic work and developing ideas to pursue the 
strategic themes.  It would be very useful if these working groups advance the main findings of their work 
as it progresses to the forthcoming meetings of the Development Committee.  That would enrich our 
                                                 
10   On behalf of Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain, República Bolivariana 
de Venezuela. 
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future discussions.  In this regard, we welcome that today’s agenda addresses two of the six strategic 
themes. 
 
Even though climate change is not a topic for discussion in today’s formal agenda, we would like to 
commend staff for providing us with a background concept note outlining a strategic framework for the 
World Bank on climate change and development.  We believe that climate change is a relevant issue for 
development, and we welcome and support its inclusion as a prominent issue of one of the six strategic 
themes.  We would like to take this opportunity to make some comments, at the end of this statement, on 
the strategic framework’s outline on climate change and development. 
 
Recent markets developments 
 
The world economy has experienced a long period of remarkable growth that seems to be close to an end.  
The developing economies’ rate of growth averaged over 7% in the past five years, while average growth 
in the developed economies was above 2.5%.  The world economy, and especially the developing 
countries, has rarely grown faster over a long period of time, as it was observed during the last few years. 
 
However, growth prospects for developed economies have been revised downwards sharply reflecting the 
effects of the financial markets turmoil, which erupted last year.  The developing economies have shown 
resilience to the recent financial turbulence, and that has been possible, in part, by the efforts made in past 
years to improve the macroeconomic fundamentals and by a more balanced growth pattern. 
 
The turmoil in the financial markets, the lower economic growth prospects for the developed economies 
and the record high energy and commodities prices present a challenging environment for developing 
countries.  Even though many developing countries have been relatively resilient, a more severe downturn 
in the world economy might have profound adverse effects on the performance of most, if not all, 
developing countries’ economies. 
 
The slowdown and the high degree of uncertainty in the world economy at this critical juncture calls for 
the World Bank to redouble its efforts to partner with developing countries to increase the resilience of 
their economies, which should lead to higher sustainable growth rates, and to place them on track to reach 
the Millennium Development Goals. 
 
Higher commodities prices 
 
An area of particular concern is the increase of world prices for key commodities.  Energy and food prices 
have increased substantially in past years.  Oil prices have soared to historical heights and prices of major 
crops and other commodities have also increased substantially, driven by a strong demand.  This is having 
rather different impacts on developing countries depending on how well endowed they are with natural 
resources, but generally, the rising trend of commodity prices has been pushing many people below the 
line of poverty in many countries around the world.  It is worth noting, as the Global Monitoring Report 
points out, that poor people in developing countries spend as much as half of their income on food. 
 
Commodity price rising trend picked up pace in 2007 and has shown little signs of abating so far in 2008, 
regardless the lower growth projections for the developed economies.  High energy and food prices 
appear to be here to stay, at least in the near future, and the World Bank policies should be adjusted 
accordingly. 
 
The World Bank should be actively engaged in supporting developing countries to cope with high energy 
and food prices, especially in the Low Income Countries that have been adversely affected.  The World 
Bank has expressed its readiness to provide policy advice and financial support as needed in the form of 
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extra budget support, support for social protection schemes and support for new agricultural investments.  
We believe the World Bank should also explore providing client countries with a broader spectrum of 
products that would allow them to manage the risks associated with rising commodities prices and 
increased volatility.  With hedging products offered by the World Bank, client countries could eliminate 
the uncertainty in their budgets created by rising food and energy related commodities’ prices that have to 
be imported, or even pass on the benefits of these instruments to vulnerable segments of the population 
that lack the possibility of managing risks. 
 
Achieving the Millennium Development Goals 
 
Halfway to 2015 is a symbolic time to gain momentum.  We must grasp this opportunity to take stock of 
the progress made so far and to better calibrate the challenges that lie ahead to meet the Millennium 
Development Goals.  In our view, there is an urgent need to increase our efforts, and together we should 
take concrete actions to spur progress. 
 
We strongly welcome the progress achieved so far in reaching the Millennium Development Goals, in 
particular in reducing poverty levels –a sizable reduction in the absolute number of poor people around 
the world-- and on other human development-related goals.  However, we would like to express our 
concern that progress was uneven across countries and across regions within each country; particularly we 
are concerned that many Low Income Countries are off-track to meet most goals. 
 
The challenge to reach the Millennium Development Goals will increasingly be concentrated in Low 
Income Countries, and especially fragile states, where progress has been slower.  However, we should not 
underestimate the adverse effects that a deeper slowdown of the world economy could have on Middle 
Income Countries’ economies, where 70% of the poor population still lives.  The hard won progress these 
countries have made on poverty reduction after years of strong growth could be diminished.  At least, we 
must be fully aware that the progress achieved in last years took place under a favorable global 
environment, and that might not be replicated in the coming years. 
 
The World Bank should be ready to respond to Middle Income Countries’ development needs by 
providing them with a flexible and innovative package of financial and advisory assistance able to address 
the increasingly complex demands that the evolving global conditions are placing on them.  The Middle 
Income Countries will increasingly be demanding from the World Bank innovative financial solutions, 
flexible and better priced financial services, and just-in-time knowledge advisory services; tailored to 
their specific and changing development needs.  Additionally, in the current economic juncture the World 
Bank Group should stand ready to act in a counter cyclical manner. 
 
We welcome the recent measures taken by the World Bank.  We believe that the World Bank’s agenda 
for Middle Income Countries is moving forward in the right direction, and we would like to express our 
recognition to management and staff for that.  We are pleased with the recently approved pricing reform 
and the measures taken to extent the maturity limits of loans and guarantees, to enhance the Deferred 
Drawdown Option, and to introduce a Deferred Drawdown Option for Catastrophic Risk.  We are 
convinced that these improvements on the pricing, quality and flexibility of the World Bank’s financial 
products will deepen and expand the World Bank’s engagement with the Middle Income Countries and, at 
the same time, will enable them to better reach their development goals. 
 
Overcoming poverty in the poorest countries 
 
Progress towards the Millennium Development Goals has been uneven across Low Income Countries, 
particularly in Africa, where many countries are off the path that would take them to reach most goals in 
2015.  Not surprising, the progress in reducing poverty levels has been greater in countries with higher 
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growth rates in the last decade.  Economic circumstances vary across countries but, in general, the 
countries that grew faster during the last decade were those that applied sound macroeconomic policies, 
and had good governance practices and strong institutional frameworks.  In this regard, we would like to 
highlight the importance that strong fundamentals have for growth, and thus, in reducing poverty levels. 
 
We would like to express our satisfaction for the successful replenishment of IDA which took place since 
our last Development Committee meeting; that clearly shows the commitment of the international 
community to assist the world’s poorest countries in achieving their development goals. Looking ahead, 
and in the context of the increasingly complex aid architecture, we need to focus ourselves in ensuring the 
highest possible quality on the use and results of these funds. In this regard, we would like to encourage 
the Bank to make all possible efforts towards a successful meeting in Accra. 
 
We believe that the World Bank interventions in the poorest countries should not only be directed to 
alleviate the most acute situations of poverty, which is a very important task, but it should also provide 
technical and financial assistance to support wide economic reforms that would sustain over time stronger 
and broad-based growth.  We believe that the experience and knowledge the World Bank has gained over 
years of engagement with Middle Income Countries should be very useful in this regard. 
 
The recent increase in global food prices raises concern about widespread hunger and malnutrition in 
many Low Income Countries.  IDA financing could help them mitigate the impact on the poorest people 
that suffer the most. We would like to stress the importance that agriculture has as a potential source of 
growth and development in most Low Income Countries. 
 
Unlocking agricultural growth seems to be a priority issue if we would like to have a great impact in 
reducing poverty.  Needless to say, that three of every four poor people in developing countries live in 
rural areas and most of them depend directly or indirectly on agriculture.  However, fostering growth in 
the agricultural sector is a complex process, as it comprehends a wide range of social and economic 
policies as well as institutional arrangements and governance issues.  The World Bank should actively be 
involved in thinking innovative ways to develop and implement projects and programs in the agriculture 
sector, and we welcome the commitment President Zoellick has shown in this respect. 
 
This constituency believes that the role of the World Bank in Low Income Countries is today as important 
as ever, and through its financing, advice and technical assistance should contribute to overcome poverty 
in these countries, not only in Africa but also in other IDA countries with pressing development needs, 
wherever they are. 
 
Fragile situations and post conflict states 
 
Fragile states present a critical challenge for development.  Progress in reaching the Millennium 
Development Goals has been slow in these countries, and they lag behind other developing countries on 
all counts.  No doubt, their needs are huge and that points out the urgency to strengthen the World Bank’s 
engagement in these countries. 
 
The poor development outcomes of fragile states reflect a complex mix of many issues that are negatively 
reinforcing each other: extreme poverty, lack of infrastructure, weak institutions, poor governance, 
unstable political environments, to mention some of them, and in some cases also the long lasting effects 
of past conflicts.  All of these issues not only undermine the capacity of governments to deliver social and 
infrastructure services, but they also restrict the extent on which fragile states could take advantage from 
development assistance.  Furthermore, these issues make the delivery of development assistance a 
challenging task by itself. 
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Despite the enormous challenges the fragile states are facing, we are convinced that development 
assistance could accelerate progress towards the Millennium Development Goals.  We believe that 
country led strategies should be a central feature of any development assistance.  There are around forty 
five countries affected by fragility and conflict, and they constitute a heterogeneous group of countries, 
each of them facing rather different situations and development priorities that require flexible and 
innovative approaches. 
 
Aid will continue to be the main source of development financing for fragile states. However, to increase 
the development impact of aid and other interventions, the international community --the World Bank, 
other development banks, the European Commission, regional institutions, the UN system and bilateral 
donors-- should improve the coordination of its efforts.  Partnerships should be improved to yield more 
integrated approaches to the delivery of assistance.  In this context, the World Bank should direct its 
interventions to those areas that lie within the core of its mission and to those activities where it has a 
comparative advantage in fostering growth and development. 
 
We welcome the initiative of considering the special needs of countries coming out of conflict or seeking 
to avoid the breakdown of the state as one of the strategic themes to be addressed by the World Bank 
agenda going forward.  We believe the World Bank has a constructive and important role to play in 
assisting these countries. 
 
World Bank’s Strategic Framework on climate change and development 
 
We are convinced that the World Bank should partner with developing countries to help them integrate 
the climate change challenge into their development strategies. 
 
We welcome the background concept note about a Strategic Framework on Climate Change and 
Development, which outlines the World Bank vision on how to integrate climate change and development 
challenges through its country operations, without compromising growth and poverty reduction efforts.  
In this regard, we consider this concept note as an important step forward in assessing the World Bank 
comparative advantages in this topic, and thus, in shaping the content of the six strategic themes set out 
by the President last year; in particular, the theme related to the World Bank’s role in fostering regional 
and global public goods that transcend national boundaries. 
 
We concur with the concept note’s main thrust that addressing climate change issues is central to the 
development and poverty reduction efforts.  Climate change presents an urgent economic and 
development challenge, particularly for the poorest countries that lack the resources and capabilities to 
cope with its consequences. 
 
The concept note puts forward the guiding principles and the pillars on which the specific actions will be 
framed, and defines the main concepts and issues of a comprehensive strategy for the World Bank’s 
engagement on climate change.  In our view, the concept note sets forth a new approach in the way in 
which the World Bank will deal with climate change issues.  It departs from an exclusive focus in energy, 
and follows a programmatic approach, incorporates a longer term vision, envisages a significant scaling-
up of investments, and strengthens the focus on technical assistance and technological transfer; that 
represent a dramatic shift in the right direction. 
 
Among the positive aspects we believe the strategic framework has, which are many, we would like to 
highlight two of them. First, the flexibility embedded in the design of the strategy.  Both adaptation and 
mitigation are key elements of the strategy.  Also, country ownership and client demand are key aspects.  
But more important, the strategy recognizes that the different needs and demands of each country must be 
taken into account as their circumstances diverge.  And second, the provision of technical assistance and 
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knowledge sharing in climate change issues, which is at the heart of the strategy.  A great deal of the 
World Bank’s value added rests in the provision of global expertise in this highly specialized field.  The 
World Bank has already accumulated substantial experience in addressing climate change issues in the 
context of development and poverty; an experience that will be very useful for most developing countries 
in designing their own development strategies. 
 
 
Statement by Ms. Ingibjörg Sólrún Gísladóttir, Minister for Foreign Affairs, Iceland11 
 
The Nordic-Baltic constituency would like to start by commending the Bank on the successful IDA 15 
replenishment and welcome the six new donors - of which three are from our own constituency. We 
would also like to congratulate President Zoellick on a successful leadership during his first year in office, 
firmly re-establishing the credibility of the World Bank Group as a leading international development 
institution, and fostering an organization that better exploits synergies across the WBG. 
 
We are happy to note the progress made on the Bank’s Six Strategic Themes. We would like to underline 
that the key themes and priorities as agreed during the IDA 15 negotiations need to be adequately 
included in Bank policy. 
 
There lie many challenges ahead of the institution. Not the least in the current financial market turmoil, 
where global imbalances still predominate and increasingly high commodity prices create a more difficult 
environment for many developing countries.  The World Bank Group must stay alert to the potential 
negative economic fall-out to developing countries from these vulnerabilities and retain flexibility to 
stand ready to play its counter-cyclical role. 
 
Achieving the MDGs, with focus on Africa and gender (Global Monitoring Report) 
 
It is time to take stock on how we have delivered on the commitments of the Monterrey consensus from 
2002. As the Global Monitoring Report indicates, many countries, including in Africa, are growing 
relatively fast and making impressive progress toward the MDGs. The main challenge is to sustain that 
progress, while ensuring inclusiveness and human development outcomes. Unfortunately, the progress 
remains uneven, with a group of countries growing little or not at all and thus falling ever more behind. 
We welcome the attention given to these often fragile states in today’s discussion. 
 
Moreover, the Global Monitoring Report also notes that the human development goals are unlikely to be 
met given the current trends, and there is now a more urgent need than ever to generate a momentum 
toward achieving all of the MDGs. 
 
Especially targets on child and maternal mortality but also primary school completion, nutrition, and 
sanitation, are unlikely to be met. This should be unacceptable to all stakeholders. According to OECD 
real money, or “programmable aid” to support long-term development, has barely shifted from 2002-
2006. We thus again have to point out that aid volumes are lagging well behind donor commitments. 
Therefore, we urge countries to scale up their aid delivery and work towards increased aid effectiveness, 
in line with the Paris Agenda. The modest progress towards achieving the MDGs and little increase of 
development aid to Africa and the poorest countries is highly worrisome and deserves a closer attention 
by the World Bank Group. The successful outcome of the IDA 15 negotiations is immensely important 
for the ongoing work to this end. 
                                                 
11  On behalf of the Nordic and Baltic countries. 
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Therefore, the Nordic-Baltic countries think that Africa, MDG3 and trade deserve special attention. 
Gender equality and empowerment of women – MDG3 – should also be at the core of efforts to accelerate 
progress on all the MDGs. The facts are undeniable - and well-documented in several World Bank 
reports, such as the World Development Report from 2006 and the Global Monitoring Report from 2007- 
progress towards attaining MDG3 has strong multiplier effects and accelerates progress in other MDGs. 
 
We support the work on the Gender Action Plan and we urge the World Bank to improve its performance 
and leadership in this field and to work towards scaling-up of the Gender Action Plan, both financially 
and politically. We also want to draw attention to the MDG3 Global Call for Action and encourage other 
World Bank constituencies to actively support the initiative. 
 
In the effort to overcome poverty it is important to harness trade for strong and inclusive growth. This 
calls for countries to be committed to finalize the Doha Development Round successfully in 2008. It is 
also essential to focus on the creation of employment opportunities for poor people by the private sector 
as key for poor people to take advantage of economic growth. 
 
Billions of dollars in illicit financial flows cross international borders every year, much more than the 
total amount of development assistance. We need to increase awareness and understanding of this issue 
by strengthening the Bank’s existing initiatives and tools in this area. The financing for development 
process and the up-coming conference in Doha later this year provides an opportunity to address also this 
issue. 
 
The Nordic and Baltic Countries expect the Bank Group to be closely involved in the preparatory process 
leading to the 2008 Conference on Financing for Development in Doha that reviews progress made in 
implementing the Monterrey Consensus since 2002. 
 
Fragile Situations and Post Conflict States 
 
The Nordic Baltic Countries welcome the renewal and increased emphasis on fragile situations and post 
conflict states on the WBG agenda. Economic and development issues contribute to the causes of fragility 
that need to be considered in order to support the move from transition to a sustainable trajectory. We find 
this enhanced focus both timely and highly appropriate given that the important part the WBG, not only 
can, but should, play in supporting the road to recovery. 
 
We wish to emphasize the strategic importance of fostering cooperation with other multilateral bodies, 
especially the UN, as well as with regional institutions. The focus should be on comparative advantages, 
core competencies and shared analytical work. The World Bank Group should work towards furthering its 
participation in integrated approaches to state-building and provide the much needed development 
component for successful peace-building and sustainable recovery. Increased coordination and 
collaboration with the UN is in our view essential. The Nordic-Baltic countries also strongly emphasize 
the importance of ensuring full inclusion and participation of women in all processes at international, 
national and local levels in accordance with UN Security Council resolution 1325. It is important for all 
development and reconstruction processes in fragile situations and post-conflict states to reflect the views 
of both sexes on the problems at hand and their solutions. 
 
We encourage the World Bank Group to continue to work towards greater understanding of the diverse 
circumstances encountered in fragile situations and post-conflict states. We would also highlight the 
importance of ownership, putting the countries in question in the driver’s seat and of working with 
government, as well as civil society. 
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Multi Donor Trust Funds are becoming an important financing vehicle in fragile states situations. In this 
context it is also essential that the World Bank Group and the UN finalize their partnership and fiduciary 
agreements in order to ensure fast and effective operations. It is important for the World Bank Group to 
allow for adequate flexibility in its own rules to facilitate effective operational activities in fragile 
situations. Fragile states require a mix of aid instruments, debt relief and support to recurrent financing, 
especially in the areas of health, education and other basic services. The Bank needs to be able to act fast 
and take advantage of windows of opportunity, responding to the changing situation on the ground. In this 
regard we welcome the recent reform efforts made by the Bank Group. As the Bank focuses on continued 
implementation of its reforms, especially on the ground, we would emphasize the importance of 
strengthening field presence, increased decentralization, partnerships and staff with the right expertise. 
 
Equally important for success though, is long-term engagement as well as a long-term focus.  Achieving 
long term political donor support and sustainable results takes time and is challenging. Here, the Bank 
Group should act as a platform for coordinating field presence and aid flows, and setting up mechanisms 
for finance. We also want to underline the importance of private sector development for fragile states. 
Successful IDA-IFC cooperation could be very beneficial in these countries.  Moreover, MIGA providing 
the appropriate guarantees against political risk is a valuable instrument in fragile situations. 
 
Clean Energy and Climate Change 
 
Climate change presents an urgent challenge to the world in many ways, and particularly to the future of 
the poorest countries and the poorest people within them. Concerted actions must be undertaken at both 
the local and the global level. The issues of climate change are clearly a critical pillar of the development 
agenda. The acceleration of activities by the WBG is therefore crucial – not only for the climate change 
agenda, but also for achieving results in the international climate change negotiations by 2009. 
 
The World Bank Group has a central role to play in the Climate Change agenda, complementing its core 
mandate of poverty reduction and economic growth. The activities already underway within the Bank and 
IFC are commendable. We give the Bank our full support to further develop the Strategic Framework on 
Climate Change, SFCCD (which builds on the Clean Energy Investment Framework, CEIF),  including 
innovative and concessional financing instruments to facilitate public and private sector investments in 
low-carbon and adaptation projects. 
 
The main objective of the Bank Group’s climate change work should be to help countries “mainstream” 
adaptation and mitigation actions within their growth strategies, including plans for energy development – 
with emphasis on renewable energy sources, agriculture, and sustainable use of natural resources. The 
inclusion of climate change work in IDA 15 was an important step in that direction. 
 
We believe that climate change and clean energy should be closely interlinked with the Bank’s work and 
engagement with Middle Income Countries (MICs). Using the Bank’s knowledge and broad mandate, we 
also hope that the Group as a whole will be a catalyst for increased private sector involvement and 
development within these areas both in MICs and LICs. 
 
The World Bank’s climate change strategy concept note is in line with our constituency’s expectations of 
the World Bank Group’s potential role in international division of work, regarding the challenges climate 
change poses. Some of the keys to the strategy’s success lie with issues of country ownerships and client 
demand, as well as energy efficiency, technology development and transfers in the context of integrating 
climate change and development. 
 
We also want to encourage the Bank to fully mainstream the issue of gender in its climate change work. 
Women and environment experts have raised concern over the absence of women in the discourse and 
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debate on climate change. Finally, we want to underline our view that climate change activities and 
economic growth are not mutually exclusive but on the contrary may be mutually beneficial, as 
experience in our own countries has clearly shown. 
 
Voice 
 
The Nordic and Baltic countries have for a long time promoted increased voice and representation of 
developing and transition countries in the World Bank in accordance with our commitment to the 
Monterrey consensus. 
 
We welcome that the IMF is now taking important steps towards reform of the institution. It is therefore 
timely for the World Bank to accelerate its reform efforts on the basis of its own mandate.  We must 
deliver on our Monterrey commitments and we need to see concrete results soon. 
 
Governance reform must aim at enhancing the legitimacy of the World Bank, ensuring adequate 
representation of all shareholders in the governing bodies.  Also for our constituency the level of 
representation is critical for the continued ownership and willingness in our capitals to support the Bank 
Group. At the same time, we will continue to work actively to strengthen in particular the voice and 
representation of African countries in the Board of the World Bank. 
 
Going forward, emphasis should be put on a transparent and an inclusive reform process with a central 
role of the Executive Board and the Development Committee. 
 
 
Statement by Mr. Aleksei Kudrin, Deputy Chairman of the Government and Minister of Finance, 
Russian Federation 
 
We thank the management of the World Bank for the 2008 Global Monitoring Report that provides a 
candid assessment of the international community’s successes and failures in advancing the Millennium 
Development Goals.  We particularly appreciate the emphasis on inequality and environmental 
sustainability.  We believe that the proposed six-point action plan that addresses, inter alia, such important 
issues as human capital development and trade, provides an appropriate direction for further work. 
 
Overcoming Poverty and Achieving Sustainable Growth in the Poorest Countries, Particularly in Africa 
 
The acceleration of economic growth across regions that was facilitated by the favorable economic 
situation of the recent years, better governance and private sector development, allowed countries to 
reduce the number of people who live in absolute poverty (MDG 1).  Yet, this overall positive picture 
masks the large disparities between social groups and regions within countries, and between countries and 
the regions of the world.  Countries in the Sub-Saharan Africa, despite significant economic growth in 
some of them, are still only approaching a trajectory towards sustainable poverty reduction.  Disparities 
are also increasing between the more successful countries that enjoy better economic management or 
significant natural resources, and the fragile states that lag behind on all indicators. 
 
Today we are at the mid-point towards the MDGs that we were planning to achieve by 2015.  This 
presents us with an opportunity to think how to better allocate the limited development resources in order 
to sustain growth and simultaneously allow gradual reduction of the poor countries’ aid dependency that 
in some cases reaches up to 40-50 percent of government expenditures.  
 
Energy and infrastructure are the priority sectors.  Their lagging behind or, as one can also put it, 
developing countries’ energy and infrastructure poverty, is the main impediment to sustainable economic 
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development that could raise the standard of living for the majority of the population.  It is not accidental, 
therefore, that the level of electrification in the Sub-Saharan Africa (25.9 percent) is on the lowest in the 
world.  Almost 550 million people on the continent live without access to electricity.  According to the 
recent Doing Business Report, lack of access to electricity is the biggest issue in investment climate as 
well.  In addition, energy poverty has a major effect on health and education. 
 
Another serious impediment to accelerating development is the deficiency of infrastructure, particularly 
in transport, water supply and sanitation.  As the African leaders have stated many times before, transport 
infrastructure is critically important for the continent, particularly for the land-locked countries.  The 
development experience of the past decades suggests that creation of adequate infrastructure is critical for 
reducing the gap between the poor and the rich countries. 
 
As of today, despite the progress made we were unable to achieve a decisive breakthrough.  In order to 
accomplish this task, we need to formulate clear and ambitious action plans on fighting energy and 
infrastructure poverty in Sub-Saharan Africa and other poor countries.  The Bank’s Infrastructure Action 
Plan, Africa Action Plan and Clean Energy Investment Framework together shape a good strategic 
platform for further actions but do not yet amount to addressing the infrastructure problem on a large 
scale. 
 
We still have not developed reliable mechanism for increasing investments from all sources, including 
internal resources, external aid and foreign investments.  Promoting public-private partnerships and 
sustainable tariff policies are of critical importance.  We believe that the IFIs, and the World Bank Group 
in particular, have the capacity and comparative advantage to meet these challenging objectives.  In doing 
so, one could rely on the experience and resources of the middle-income countries that have succeeded in 
bridging the infrastructure gap.  In this context, we find of interest Robert Zoellick’s ideas about directing 
a fraction of sovereign wealth funds’ resources to the African countries. 
 
We share the Bank’s view that the poorest countries require our assistance in building capacity to 
effectively manage their development and concentrate their efforts on the optimal sources and models of 
growth.  It is important that growth benefits all and not only the privileged. Unequal distribution of the 
benefits of economic growth that often goes together with its acceleration creates a new set of socio-
economic problems.  We concur with the GMR’s view that for many countries improving investment 
climate, strengthening governance and investing in human capital are key to accelerating economic 
growth.  We also believe that the issues of economic and social inequality deserve focused attention, 
especially in developing the Bank’s cooperation strategies with its clients. 
 
We would like to support a stronger focus on the quality of programs and services in the health and 
education sectors.  Increasing social expenditures alone cannot lead to a breakthrough and, in some 
instances, can be accompanied by stagnant or declining health and education outcomes.  In order to 
reduce waste, the quality of education and health services should be improved based on a better 
management of resources.  This applies not only to the poor but also to the middle-income and rich 
countries.  Another dimension of this issue is malnutrition, particularly, among children.  Child 
malnutrition has a strong impact on the effectiveness of learning and, therefore, future development.  This 
“forgotten” problem proves to be very pressing in light of the drastic increase in the food prices. 
 
MDG-7 is particularly important because of its links to other MDGs and its impact on economic growth.  
We thank the Bank for its work on climate change and fully share the management’s view that the Bank 
should counter the negative impact of climate change without scaling down efforts on its main mission – 
fighting poverty. 
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Climate change can become a serious threat to the global economic and social development.  Developing 
countries are at the greatest risks as they can lose their last years’ gains in poverty reduction.  Prevention 
of the negative impacts of climate change is a classic case of externality that requires collective efforts by 
all interested countries. 
 
Russia is a participant of international talks on climate change.  It is after Russia’s ratification that the 
Kyoto Protocol to the international Framework Convention on Climate Change became effective.  We 
share the Bank’s view on the collective accountability.  Still, we believe that in developing policies, one 
should allow for differences in geography, economic structure, and the stage of development of a 
particular country. 
 
While the industrial countries should play a leading role in the prevention of climate change, we believe 
that the fast growing middle-income countries should also contribute to this objective, as in the future 
they will be responsible for most greenhouse emissions.  One should realize that for the developing 
countries economic and social development will remain the main priority for many years to come, so we 
should focus on such win-win solutions as energy conservation and energy efficiency. 
 
For the least developed countries, particularly in Sub-Saharan Africa, where, at times, less than 10 percent 
of population has access to electricity, energy poverty is no less important than climate change.  These 
countries should be able to choose energy technologies based largely on economic efficiency 
considerations. 
 
In the medium term, the developing countries will meet most of their energy needs from traditional 
sources.  We are against the Bank’s withdrawal from the conventional energy projects, as this would 
undermine the clients’ trust and reduce the Bank’s role in critically important sectors. 
 
We welcome the Bank’s support to the development and implementation of clean energy technologies.  
Reduction of the costs to the level, where clean energy can compete with the traditional sources, is the 
key to success.  In this context, investments in R&D and technology transfer are gaining importance.  We 
hope that the World Bank Group can capitalize on its capacity to network with governments, research 
centers and the private sector and act as a catalyst in these areas.  To preserve its reputation, the Bank 
should refrain from promoting untested technologies that eventually could have a cumulative negative 
impact on socio-economic development. 
 
On several occasions in the last few years we called upon the Bank to study the potential of the nuclear 
technology in serving as an alternative source of clean energy supply for the developing countries.  In the 
meantime, this idea became even more appealing in light of the ever rising carbon fuel costs and the 
increased demand for energy supported by the world economy growth. Many countries are revisiting this 
option, as modern nuclear technologies are becoming more secure, and the need to diversify from carbon 
fuels becomes more acute.  The Bank still has an opportunity to take a fresh look at this issue. 
 
Deforestation is the second most important reason for global warming.  It contributes to about 20 percent 
of greenhouse gas emissions.  At present, the developing countries lack incentives for implementing 
large-scale measures aimed at containing deforestation.  We believe that this issue deserve a greater 
attention from the international community and welcome the establishment of the Forestry Carbon 
Partnership Facility that will promote the reduction in the greenhouse gas emissions associated with 
deforestation and ineffective land use. 
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Assistance to Fragile States 
 
A phenomenon that deserves our special attention is the extremely slow growth in the fragile states.  The 
lack of security, political instability, shortage of administrative capacity, economic and humanitarian 
problems complicate their progress towards MDGs. 
 
We believe that prevention and alleviation of conflicts is one of the most important regional and global 
public goods.  Consequently, the World Bank should play an important role in fragile states.  One 
particular area where such engagement could produce the biggest impact is improving the quality of 
donor assistance.  Despite the increase in the overall volume of aid, its distribution across fragile states is 
very uneven and varies from $16 to $200 per capita.  Serious issue is the aid’s unpredictability and its 
disconnection from the reconstruction programs. The low effectiveness of aid reduces the sustainability of 
results.  Some positive steps have been taken lately to address these concerns including the establishment 
of the UN Peace-Building Commission, agreement among the multilateral development banks on the 
goals and guiding principles for engagement in fragile states as well as guidance on state-building 
activities by OECD-DAC.  But the whole issue remains a challenge. 
 
The Bank’s involvement in fragile states should be consistent with its mandate and comparative 
advantage.  Bank should not assume functions of humanitarian assistance, state-building, maintaining 
peace and public order or public administration.  Such functions should be carried out by other 
specialized agencies.  The Bank should work in the fragile countries only with consent and oversight of 
its shareholders.  The management bears responsibility for assessing the risks and benefits of the Bank’s 
engagement in the fragile countries and keeping the shareholders timely informed of the plans and the 
results. 
 
We believe that as soon as security permits, IFIs and the donor community should try to engage with 
fragile states in a more regular way and with a more long-term view.  Basic challenges these countries are 
facing are not substantially different from those confronted by the majority of poor countries. 
 
There may be a different risk tolerance of such an engagement among different group of players.  For 
example, some middle-income countries or even low income countries may be better positioned to work 
with fragile and post-conflict countries than traditional donors.  Consequently, the IFIs should be open to 
engage with all parties willing contribute to peace and reconstruction efforts. Outreach and cooperation 
with non-traditional official and non-official donors, as well as investors from middle-income and even 
low-income countries should be mainstreamed. 
 
Finally, apart from obvious cases of fragility related to conflicts, the criteria for classifying countries as 
fragile should be clarified.  Such classification significantly reduces access to traditional external 
assistance and the country’s appeal to investors.  Anyhow, one should be very careful in classifying a 
country as fragile and abstain from too liberal use of this label. 
 
Recent Market Development: Challenges and Opportunities for Low and Middle Income Countries 
 
Recent global economic developments such as financial market turbulence, slowdown of economic 
growth in industrial countries and rise in energy and food prices, may increase risks for developing 
countries, especially the most vulnerable ones.  Economic slowdown appears to be unavoidable with the 
view of a necessary correction of existing global imbalances.  We share the views of those analysts, 
including in the World Bank, who see the increased deviation of the structural components of growth in 
the developing and emerging markets from those in the developed countries as a factor that is increasing 
the resilience to crisis in the former.  We would like to caution against overestimating the dangers to the 
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developing countries from the recent market slowdown in the absence of sufficient information on its 
scale and duration. 
 
We are concerned with the sharp increase in the food prices that reduces the purchasing power of the poor 
and raises the risk of not meeting the MDGs.  This increase has a negative impact on the balance of 
payments, fiscal sustainability and welfare of many developing countries.  The poor, who spend 70-80 
percent of their income on food, have to reduce their consumption.  The net importers of both petroleum 
products and food experience the greatest shocks. 
 
The increase in agricultural prices appears inevitable after they have been decreasing for two decades.  
The shift of investments form the capital market to the commodity market may have also contributed to 
the rise of food prices.  We believe that insufficient attention that IFIs paid to agriculture in the 80s and 
90s was unjustified and contributed to the current situation. 
 
However, in the medium term, the rise of food prices can help to spur investments in agriculture.  We are 
satisfied that the Bank is reinvigorating its approach to addressing hunger and malnutrition.  As Mr. 
Zoellick has correctly noted in his April 2, 2008, speech, the traditional food aid should give way to a 
broader concept, with an emphasis on the development of the agricultural markets and production 
capacity.  The Bank should be more aggressive in promoting new ways to help the poorest countries to 
develop their agriculture.  It is unlikely that a breakthrough can be achieved without major investments 
into horizontal and vertical integration of agricultural production, careful building of supply chains, etc.  
In general, fight against hunger is very important but should not overshadow the longer-term objectives 
and should not become an alternative to comprehensive development of agriculture and attainment of 
food security.  We support Mr. Zoellick’s call for the reduction of protectionism in the world agricultural 
markets. 
 
To summarize, we broadly share the view that the rise in prices of basic commodities and food can also 
be seen as presenting new opportunities.  In this context, the role of the World Bank and other IFIs is not 
only to alleviate the negative impact of the sharply increased food prices on the population and economic 
growth in the developing world, but also to help the poor countries to capitalize on new opportunities in 
promoting their long-term developmental goals. 
 
 
Statement by Ms. Christine Lagarde, Minister of the Economy, Finance and Employment, France 
 
The year 2008 marks the midpoint point to the Millennium Development Goals (MDGs) deadline and 
urges us to scale up our efforts to support the development of poor countries. It also marks the start of a 
new cycle of negotiations on the United Nations Framework Convention on Climate Change which has 
been launched a few months ago in Bali and has clearly shown the links between the challenges of 
development and the climate change agenda. 
 
The World Bank, as a key instrument of the international community for development assistance and 
financing, must make its contribution to this agenda. The Bank should set the example for stepping up our 
efforts to achieve the MDGs, especially in Sub-Saharan Africa, where the delays incurred give us cause 
for concern. The Bank should also mainstream climate change issues in the development strategies that it 
builds with its clients. 
 
The Bank also needs to make more rapid progress on internal reform, as part of the strategic review 
initiated by the President at the latest annual meetings. In addition to its efforts to define a comprehensive 
and coherent strategic framework, the Bank should address two other priorities: the reform of its 
governance and the management of its capital. 
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As the Global Monitoring Report drafted by the World Bank and the IMF stresses, significant progress 
has been made on achieving the MDGs. The first MDG, which is to halve the number of people living in 
extreme poverty, is on its way to being achieved at the global level. The proportion of the world 
population living on less than one dollar a day is projected to fall from 29% in 1990 to 12% in 2015. This 
is a very important result that we should be proud of and it encourages us to continue our efforts. 
 
However, the situation is uneven, not only in terms of the MDGs, but especially from a geographic 
standpoint. Africa lags far behind other regions and is the only continent where none of the MDGs can be 
achieved if the current pace of development holds steady. The specific situation of the African continent 
calls for greater mobilisation by the international community and the Bank in particular. 
 
The outcome of the negotiations on the replenishment of the International Development Association, 
which were concluded last December, sends a positive signal in this respect. IDA’s resources have been 
increased by 30% compared to the previous replenishment, primarily through the mobilisation of donors, 
who increased their collective contributions by more than 40%, but also because of the World Bank 
Group’s contribution. IDA’s total commitment capacity over the next three years will stand at USD 41 
billion, at a time when our mobilisation can make a real difference. Most importantly, Africa’s share of 
these resources should grow, in line with France’s wishes, rising from 49% under IDA14 to 52%, or even 
54%, under IDA15. In grant terms, including debt cancellation and financing for arrears clearance, 
Africa’s share could even rise to nearly 60%. 
 
The international community’s mobilisation for Africa can also be seen in the replenishment of the 
African Development Fund (ADF), which was completed at the same time. ADF’s resources were 
increased by 52%, which was much larger than the increase in IDA resources, and the African 
Development Fund is now larger than the Asian Development Fund for the first time, with a commitment 
capacity of more than USD 8.5 billion. 
 
But this priority on Africa should not be limited to IDA. It should be extended to the entire World Bank 
Group and, more especially, to the International Finance Corporation (IFC), since private sector 
development provides the necessary foundation for sustainable growth. As a matter of fact, the IFC has 
already significantly enhanced its presence in Africa in recent years. Its commitments rose from USD 140 
million in 2003 to USD 1.4 billion in 2007, and should stand at USD 1 billion this year. Furthermore 
these investments have become more diversified, as can be seen in recent infrastructure investments and 
the plan for a health-care sector investment fund, which is to be endowed with USD 100 million. Of 
course this movement needs to be sustained – by paying closer attention to the additionality of its 
operations and the geographical diversification of its portfolio (especially in French-speaking Africa 
where only 11% of 2007 commitments to Africa were directed) – but the global trend is encouraging. The 
creation of a new vice presidency for Sub-Saharan Africa which will come into effect at July 1st 2008 is 
also a positive signal. 
 
France is strongly committed to supporting development of Africa’s private sector. It has long played an 
active role in this area through professional associations, its contribution to the European Development 
Fund, or, more specifically, the action of the Agence Française de Développement (AFD) and Proparco, 
its subsidiary dedicated to private sector financing. 
 
President Nicolas Sarkozy gave fresh impetus to this commitment by announcing the Initiative to Support 
Africa’s Growth during his visit to South Africa last February. This Initiative, based on an initial capital 
endowment of €800 million, will take three types of action: increasing Proparco’s capital and, thereby, its 
risk-bearing capacity, with a target of €2 billion in commitments in five years; launching an investment 
fund (fund of funds) with an initial endowment of €250 million, which should act as a catalyst for raising 
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€1 billion in venture capital for Africa; and establishing a guarantee fund with an endowment of €250 
million to support financial intermediaries, especially micro-finance institutions so that they can make 
financing available to small entrepreneurs. All in all, France will commit €2.5 billion for the development 
of the African private sector through this Initiative. 
 
By seeking to achieve maximum leverage through its operations, this Initiative should benefit some 2,000 
African businesses. It is testimony to our confidence in Africa’s economic renewal and reflects our desire 
to support private sector in Africa which is the only way to achieve sustainable growth and create jobs. I 
know that the Bank’s management share this vision and I hope that this Initiative provides an opportunity 
for the AFD and the IFC to strengthen their cooperation. 
 
Side by side with this long-term action, we have to pay attention to urgent needs and emergency situations 
in Africa. I refer in particular to the surge in food and commodity prices which undermines growth 
prospects of some countries and most importantly affect the daily life of people, especially the most 
vulnerable. The Bank’s reengagement in agriculture is a positive move but international financial 
institutions like the IMF or the World Bank need also to improve their responsiveness and develop more 
flexible instruments to address such shocks. For the Bank, the current situation clearly raises the issue of 
the rigidity of IDA’s allocation system. 
 
The challenges posed by climate change must also be taken into consideration in the Bank’s development 
agenda. Climate change will lead to a loss of welfare for the entire planet, with the poorest also being the 
most vulnerable. The risk of jeopardizing the progress made towards achieving the Millennium 
Development Goals is very real and we need to establish a strong link between development and the fight 
against climate change. 
 
The World Bank is already a key player in this area. It has played a driving role in developing the Clean 
Energy for Development Investment Framework, which links the multilateral development banks and has 
developed strong expertise in the matter. It also manages more than ten carbon funds with assets of more 
than USD 2 billion and launched two new initiatives on the sidelines of the Bali conference last 
December (the Carbon Partnership Facility and the Forest Carbon Partnership Facility), which should 
help more effective mobilization of carbon markets by extending their scope of intervention to fighting 
deforestation. The IFC has also increased its investment in access to renewable energy sources and 
projects that include an energy savings component. These investments reached nearly USD 500 million in 
2007. However, these various initiatives still lack coherence and need to be articulated around an overall 
vision. Work has started on drafting a climate change strategy for the World Bank group and should 
continue and be completed in time for the annual meetings. This strategy should mainstream the 
consideration for climate change issues in all of the Bank’s operations and in across all sectors, and not 
just those in the energy sector. 
 
Even though climate change is a challenge for all, each country still has to deal with its own challenges. 
Consequently, the responses of the Bank and, more generally, the international community, need to be 
differentiated. We will need a wide range of tools to be implemented in integrated strategies, associating 
all partners, backed up by national policies and measures in order to meet the needs. Therefore, the Bank 
needs to strike the right balance between dealing with adaptation, which has become critical, and 
mitigation, which is key to protecting the future, not to mention sustainable management of forests. 
 
Even though climate change is a key issue for development, the climate change agenda must not override 
the Bank’s primary objectives, which are to promote growth and fight poverty. In this regard, the least 
developed countries, especially in Africa, must remain central to the Bank’s concerns. Their 
infrastructure, energy and transport needs are huge and must not be overlooked. The Bank must try to 
minimise the carbon footprint of its activities but it shall not upset the order of its priorities. In the short 
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term, this means adhering to high environmental standards, and making its projects “climate-proof” 
projects, and, in the long term, it entails the development and dissemination of “clean” technology. 
 
Ultimately, to cope with climate change, which is the major challenge of the twenty-first century, we need 
to have a coherent overall framework to ensure optimum coordination among players. This is true within 
the World Bank Group, but, more importantly, it is true between the World Bank and regional 
development banks. The Clean Energy for Development Investment Framework helped to initiate such 
coordination, but its scope is restricted to the energy sector only. More generally speaking, better 
articulation is needed with UN process and in particular with the central financial instrument on climate 
change and protection of the environment: the Global Environment Facility. This is absolutely essential 
when numerous new initiatives are proposed and may blur responsibilities. It is also important to include 
incentives for beneficiary countries to fully engage in their greenhouse gas emissions reduction. The 
private sector also needs to be associated in this agenda, as 80% of the financing needed to reduce 
greenhouse gas emissions will come from private sources. 
 
The year 2008 should also be used by the Bank to continue the Strategic Review launched by President 
Zoellick at the last annual meetings.  The six themes unveiled to the Development Committee and which 
are being elaborated since then warrant further work and should be translated into a comprehensive 
strategic framework that will enable all players to identify the Bank’s priorities and steer the institution in 
coming years, including from an operational and budgetary point of view. In my opinion, there are two 
other priorities: the management of IBRD’s capital, which relates to the Bank’s efficiency, and the reform 
of its governance, which pertains to the institution’s legitimacy. These two priorities are closely related. 
 
The IBRD is facing a deterioration of its medium term financial outlook and a downward trend in its net 
income. Some remedial measures have already been taken, such as the extension of the duration of its 
equity.  The plan for a USD 3 billion long-term investment portfolio, is another welcome initiative, 
provided that the guarantees agreed on with respect to the balance of the portfolio, the delegation of 
management and the investment strategy are adhered to. 
 
However, the solution cannot rest solely on enhancing the management of its capital and its investment 
policies. The World Bank is a bank first and foremost and needs to restore the profitability of its lending 
activity. Investment revenues accounts for a growing share of the Bank’s net income and the IBRD’s 
banking activity per se does not cover its budget. The challenge, therefore, is to restore the Bank’s 
attractiveness and to increase its lending: the Bank’s equity to loans ratio, which rose from 26% to 36% 
between 2003 and 2007, clearly shows that the Bank has a comfortable capital buffer and that it can 
increase its risk exposure significantly. The growing demand from client countries for innovative products 
(sub-sovereign and local-currency financing, loans, provision of financial engineering services and 
hedging products, etc) could be better addressed in this respect. 
 
The decline of the Bank’s net income is partly attributable to the falling interest rates but has clearly been 
compounded by measures taken last year to lower the pricing of IBRD loans. In principle, of course, these 
measures are expected to stimulate the lending volumes, but their effects have yet to be felt. In view of 
the alarming decline in the Bank’s income, we should address structural issues, starting with the products 
attractiveness and innovation or a reduction in transaction costs stemming from cumbersome procedures, 
slow response times, the imposition of the Bank’s own standards, inappropriate conditionality, etc. These 
costs are usually estimated at 100 basis points. 
 
Lastly, in order to restore the centrality of banking activity to the Bank’s business model, clear 
management principles seem to be necessary. The Bank could aim at covering its administrative budget 
out of the gross margin on its loans. This would help disseminate the dual objectives of enhancing income 
and promoting budget restraint. At the same time, while the profitability of the Bank has declined in 
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recent years (the overall return on capital slipped from 9.9 percent in 2003 to 7.4 percent in 2007), the 
objective of obtaining a return on assets should apply equally to all the various profit centres (return on 
lending, return on cash holdings, cutting costs).  This management principle is critical if the Bank is to 
restore lending as the centrepiece of its business model. 
 
Ultimately, the Bank can no longer delay the reform of its governance.  Now that the IMF has reached an 
agreement, we should build on this positive momentum and set an ambitious agenda to achieve some 
preliminary results by the next annual meetings. 
 
The various options have already been identified and debated on several occasions at meetings of the 
Board of Executive Directors and the Development Committee in recent years. A consensus has been 
reached on some measures, such as enhancing the diversity of the Bank’s Senior Management, improving 
the Board’s effectiveness, and strengthening the capacities of chairs representing the poorest countries, 
especially the two African chairs. In my view, there are two priorities, however: increasing basic voting 
rights, which would remedy the dilution of low-income countries in the voting rights, and the structure of 
the Board of Executive Directors, which should give these countries, especially African countries, a 
bigger say in the institution’s decision-making process. France is in favour of tripling the basic voting 
rights, while maintaining their relative weight in global voting powers over time. Regarding the issue of 
Board membership, the Bank cannot do less than the IMF and should rapidly create an additional position 
of Alternate Executive Director for each of the two African chairs. 
 
The question of the distribution of the IBRD’s capital is also an important one. The new balance struck at 
the IMF provides a helpful guide for running simulations and identifying cases of under-representation. 
More generally, since 58% of the IBRD’s capital is owned by industrialised countries (called “Part I” 
countries) and 42% is owned by developing countries (“Part II” countries), we need to discuss how much 
capital is to be transferred from Part I countries to Part II countries, as was done at the IMF. 
 
But this does not mean that governance at the World Bank should be patterned after the IMF. The Fund’s 
quota reform can be a helpful guide, but it is not a model to be replicated. First of all, shares in the IBRD, 
unlike IMF quotas, do not determine access to the Bank’s resources. This means that, whereas reform of 
the IMF was logically aimed at achieving a better representation of the new balance in the world 
economy, reform of the World Bank should not aim at this objective exclusively. In fact, the Bank’s 
shares are a potential liability rather than a drawing right because of the existence of a callable capital. 
Increasing developing countries’ shares needs therefore to be reconciled with the imperative of ensuring 
the Bank’s financial soundness. Furthermore, the Bank and the Fund have different missions which call 
for the use of specific criteria when considering capital distribution, which go beyond shareholder weight 
in the world economy. Contributions to IDA and trust funds could also be taken into consideration. 
 
The international community as a whole and the World Bank in particular, face major challenges which 
we will have to address in the next two to three years. If we are to make a difference, we must mobilise 
now to negotiate the United Nations Framework Convention on Climate Change, to commit the IDA15 
resources and to accelerate progress towards the MDGs. Reform of the Bank needs to be carried out at the 
same time, or at an even faster pace, so that it is ready to make its full contribution to this agenda. 
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Statement by Ms. Doris Leuthard, Federal Councillor, Minister of Economic Affairs, Federal 
Department of Economic Affairs, Switzerland12 
 
Six months into a financial turmoil and a looming global economic slowdown, we welcome the 
opportunity of sharing views and analysis among Governors of the World Bank Group (the “Bank”) on 
the impact of these developments on low- and middle-income countries, as well as on the Bank’s strategy 
and financial standing. This spring session of the Development Committee must send a strong and clear 
message that efforts must be undertaken to assist the developing countries to face and to positively 
contribute to the new challenges, to consolidate their achievements and to accelerate progress towards the 
Millennium Development Goals. The Bank has a leading role to play on these fronts. 
 
Over the last decade, globalization has contributed to generate the fastest growth the world has 
experienced of late, with rapidly expanding trade, private investments, technology innovation, and labor 
mobility. Millions of people have escaped extreme poverty, especially in the emerging economies. While 
these solid forces deploy their effects, we are worried that income inequality has further increased, both 
among and within countries. Moreover, while the emerging markets have so far remained resilient to the 
adverse developments on global financial markets, we are concerned by the potential impact of an 
extended economic and financial turmoil, and the ensuing credit squeeze, on the growth outlook of 
developing countries and on poor households. Many of them remain highly vulnerable to possible capital 
flow reversals or to protectionist trade measures. 
 
Rising energy and food prices can have drastic effects on poverty and food security for net importing 
countries but they can also represent an opportunity for developing countries which are exporters of 
commodities and natural resources. Indeed, net exporting countries can profit from high commodity 
prices to enhance sustainable and equitable growth. The Bank should support improvement of their public 
finance management including increasing revenues allocated to sectors with high pro-poor growth 
potential and assisting in diversifying their economies in order to limit their vulnerabilities to future 
exogenous shocks. 
 
With a strong presence at the country level worldwide, the Bank is in an excellent position to analyze the 
effects of the current crisis on individual developing countries, with a particular attention to the most 
vulnerable groups of their population. There is no single policy prescription for crisis prevention and 
resolution; but we have learned a lot from past crises. They can spiral out of control, leading to 
hyperinflation, high public debt and a significant decline in GDP. This has with disastrous consequences 
for the poor. We therefore encourage the Bank to reinforce its dialogue with all partner countries to 
strongly anchor good policies and to assist them in managing the delicate mix of measures needed to 
address sustainable and equitable growth. 
 
The Bank’s comparative advantage is in structural and longer-term issues. Getting the fundamentals 
(policies and institutions) in partner countries right as well as improving the knowledge about crisis 
prevention, effects, and solutions, as exemplified in the Bank’s analysis on external shocks, are   measures 
of crisis prevention and shock abatement. In addition, we can see a supportive role of the Bank directly in 
crisis management, where the respective country teams of the Bank and the Fund should be appropriately 
supported and where the leeway built into the Bank’s instruments and modalities should be adequately 
exploited. 
                                                 
12  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia, Switzerland, Tajikistan, Turkmenistan and 
Uzbekistan. 
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With regard to the Bank’s financial position, we are reassured that the current solid capital basis does 
provide an adequate buffer for possible countercyclical operations. We also welcome the high expected 
net income for this financial year. Still, there is no reason for complacency. The drastic reduction of net 
income expected as from next financial year does indeed question the long term provisioning to the 
reserves and the traditional contribution to concessional resources for poorest and fragile countries. We 
therefore welcome the recent decisions by the Board to increase the competitiveness of the Bank’s 
products not only because this will render the Bank more responsive to client demands but also because 
of  its own institutional interests, including the simplification and reduction of loan pricing, and the 
extension of the loan maturities up to 30 years.  
 
Towards the Millennium Development Goals 
 
Halfway to 2015 and in the year which saw such a broad endorsement of the MDG Call to Action at the 
World Economic Forum in Davos, we welcome the Global Monitoring Report 2008 (GMR) with its focus 
on the critical challenges facing human development, Africa, fragile states, and environmental 
sustainability. The report highlights continuous progress in global poverty decline, although the decline is 
concentrated in a limited number of emerging economies. But there is still a large unfinished agenda and 
it is becoming clear that no fragile state will reach the MDGs by 2015. 
 
The trend is indeed qualified by marqued regional disparities and prospects, growing inequalities both 
within and among countries, as well as by the daunting challenges in fragile states. It is therefore urgent to 
recover the lost ground on the MDG and to accelerate progress in each country. The GMR reminds us 
correctly that such efforts must also fully integrate the climate change dimension, and its threat on the 
well-being of all countries – in particular the poorest - and on the sustainability of their development. We 
fully endorse the proposed six-points Action Plan to reinvigorate the efforts to achieve successfully the 
MDG by 2015. 
 
Poverty reduction 
 
Inclusive Growth and private sector development remain central for poverty reduction and further 
progress on the MDGs. However more is needed to accelerate further the path of growth and to sustain 
these gains. The renewed emphasis by the Bank on economic infrastructure financing, including clean 
energy, is appropriate and responds to high demands by partner countries. But, in parallel, the Bank must 
engage adequate resources to promote a more inclusive development that empowers the poor and 
addresses inequalities, emphasizing good governance issues and anti-corruption measures. 
 
One important element to be highlighted relates to agriculture and the still untapped potential for growth, 
poverty reduction and improved food security it offers in many developing countries. The Bank has to 
revisit its support policy and operations in the agriculture sector along the observations of last year’s 
World Development Report. Renewed efforts to increase agricultural productivity, particularly through 
research and extension, to improve land use security and the sustainable use of natural resources, and to 
facilitate market access will contribute towards a more inclusive and pro-poor growth. The Bank needs to 
ensure that opportunities of higher commodity prices are tapped by small producers and poor rural 
households. We encourage the Bank to enhance its own capacities, coordinate with the UN specialized 
agencies, private foundations and regional development banks to scale up its support to agriculture as part 
of a strategy aiming at diversifying national production and exports, including the integration of 
disadvantaged producer groups through the support of fair trade initiatives. 
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Fragile states 
 
Despite the complexity and magnitude of the issues at stake in conflict-affected and fragile states, we 
share the GMR views that progress is possible and represents a crucial challenge to the Bank’s 
development mission, adaptability, and effectiveness. But to succeed in making a difference in fragile 
states, reinforced coordination with the UN system is necessary and a sensible mix of security, diplomacy, 
and development measures is required, according to the specific needs of the different categories of 
fragile states. We welcome also a complementary role for the IMF in this regard, in coherence with 
development actors such as the World Bank. 
 
In line with the OECD/DAC Principles for Good International Engagement in Fragile States and 
Situations, we believe that the central objective for engagement is to focus on state building and capacity 
development. Besides preventing violent conflict, restoring legitimacy and accountability of the state, this 
objective is essential for creating the enabling environment for the recovery of the economy, engaging in 
the reconstruction and moving towards social and political stability. The Bank has an important role to 
play in such a process in closely cooperating with other development partners, to formulate joint 
strategies, advisory work, and action plans considering respective comparative advantages. These 
instruments should be tailored on the basis of a thorough context analysis that takes conflict risks and 
political economy aspects into consideration. It is also essential to bolster the resilience of achievements 
against slippage in countries which are on their way out of acute fragility. 
 
We appreciate the concrete steps taken over the recent months by the Bank to increase qualified staff 
presence in fragile states, to mobilize grant resources for capacity building and community-based support, 
and to engage early in the analysis of possible options to resolve situations of arrears due to the 
multilateral financial institutions or severe indebtedness. We recommend that the Bank improves the 
management and effectiveness of its grants for fragile states, by merging existing trust funds. Moreover, 
we believe that more flexibility is required in the management of these financial resources. 
 
Environmental sustainability 
 
We welcome the efforts of the Bank to integrate the climate change dimension in its development and 
poverty reduction agenda, and to support developing countries in facing the challenges of mitigation and 
adaptation. We agree with the principles and objectives set out to address this pressing and overarching 
development challenge: in particular, ensuring consistency with the UNFCCC process and the 
recommendations of the Bali Action Plan, exploiting synergies within the Bank and working with other 
multilateral and bilateral actors – along comparative advantages - are pre-requisites. 
 
We acknowledge the need for the Bank to mobilize more resources to address the climate change 
challenge. But the proposed portfolio of Clean Investment Funds (CIF) raises a lot of questions, including 
their additionality to existing instruments such as the Global Environment Facility (GEF). Mobilizing the 
private sector will be critical for success. The Bank has an important role to create enabling regulatory 
frameworks as well as to leverage private investments for addressing climate change. We see potential for 
developing risk mitigation products for clean technology investments and we are willing to provide 
support in this field. 
 
Overall, we acknowledge important work in progress. Several important questions remain open. We 
appreciate therefore that the Bank has formulated a clear and solid work plan, including broad internal 
and external consultations that shall lead to the submission to the Annual Meeting in October 2008 of a 
comprehensive Strategic Framework on Climate Change and Development. We endorse this process and 
the timeline. 
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A Strategic Framework for the World Bank Group 
 
We appreciate the extensive work undertaken since our last meeting in October 2007 to elaborate on 
President Zoellick’s vision of an inclusive and sustainable globalization as framework for the six strategic 
themes for the Bank. A broad consultation within the Bank has contributed to adequately develop and 
anchor the six themes within the institution. Substantive dialogue between Management and the Board, 
including in the context of the medium-term planning and budget cycle, has further enriched the process. 
We understand that Management is developing a results-based framework for the six themes. These are 
steps in the right direction and we encourage these efforts. In addition IDA-15 negotiations which were 
successfully concluded can shape a solid policy package as central foundation for the strategic framework 
to build upon. 
 
This being said, and while acknowledging that flexibility and innovation are vital for the Bank to seize 
opportunities and better respond to its clients’ needs, we are convinced that the Bank must still better 
clarify its role, comparative advantages and priorities for actions in a rapidly evolving aid architecture. 
Based on the extensive work conducted so far with the six strategic themes, we believe that the Bank is in 
the ideal position to synthesize this work into a concise and operational strategic framework. We very 
much look forward to discussing such a document during our next Annual Meetings. 
 
Voice and Participation 
 
We note the agreement that concludes the second stage of the quota and voice reform at the IMF. We 
believe that these developments provide a basis to move forward with the World Bank Group own voice 
and participation agenda. Our constituency strongly supports the principle that the voice of developing 
and transition countries be enhanced to adjust to today’s global realities and consolidate the Bank’s 
legitimacy and credibility. It is also important that contributions to IDA and Bank’s Trust Funds be 
properly reflected in the reform process ahead. We call for early consultations among all shareholders to 
address this challenging agenda, and we look forward to reviewing at our next Annual Meetings concrete 
proposals from the Board for a comprehensive package of reforms. 
 
 
Statement by Mr. Martin Lousteau, Minister of Economy and Production, Argentina13 
 
Recent Market Developments 
 
Improving the lives of the world’s poor is at the core of the World Bank Group’s mission. Despite the 
success in terms of overall poverty alleviation in recent years, midpoint stocktaking of progress made 
toward achieving the Millennium Development Goals (MDGs) by 2015 depicts a crude and unsatisfactory 
picture where the challenges ahead outnumber the achievements made so far. Indeed, it is clear that based 
on current trends, a majority of countries will fall short of most of the MDGs. Therefore, 2008 must 
signal a turning point in renewing the focus on the MDGs by setting a clear agenda to put countries back 
on track. In fact, despite the current challenges that threaten the global economy, most of the MDGs 
remain achievable for most countries. 

The need to accelerate progress reaffirms our support to the vision President Zoellick set forth for this 
institution and to the six strategic themes, which we deem a better substitute for the current two-pillar 
strategy and a strategic framework to guide the Bank’s day-to-day work. But implementation is 
                                                 
13  On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
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paramount. The Bank needs to be more flexible, effective and responsive to the needs of its clients by 
offering them the best possible lending terms and high-quality advisory services, partnering with them 
and supporting their development policies, and recognizing that there is no single template for 
development. Otherwise, it risks losing relevance. In our view, many steps were taken in this direction, 
like the recent decision on loan pricing, the streamlining of lending procedures and the new local currency 
lending instruments. I encourage Management to keep on moving in this direction, while acknowledging 
that there is still a considerable agenda that remains pending. Given the huge development needs, World 
Bank Group financial support and advisory services to developing countries must increase. 

During the last decade, many low and middle-income countries enjoyed significant per capita growth, 
which laid the foundations for poverty reduction. The Global Monitoring Report 2008 underscores the 
fact that if current GDP trends continue, the MDG 1 (eradicate extreme poverty) will most likely be 
achieved before 2015. It is no surprise that the largest drops in poverty rates took place in the countries 
with the strongest economic growth. As a matter of fact, growth is a prerequisite for poverty reduction, as 
well as investing in health, education and the environment, which are embedded in the MDGs. As a 
knowledge institution, I believe it is important that the Bank carefully assess how these significant drops 
in poverty rates have been achieved and identify those policies that contributed to these results, without 
losing sight of the particularities of the countries involved. 

Notwithstanding the abovementioned achievement, attention must be paid to the potential consequences 
on growth prospects and poverty on the developing world which could derive from the recent financial 
turmoil that is affecting developed countries economies. Nobody is in a position to assure that this 
financial meltdown will not affect the global economy, reducing aggregate demand and global trade.  
 
The good news is that developing countries are better prepared to face the crisis than in the past. 
Improved fundamentals and a more balanced growth pattern, as well as a sound institutional and policy 
environment, explain this phenomenon.  
 
However, a severe slowdown of the world economy may have adverse effects on many developing 
countries –among others, an increase in social inequality. Therefore, the Bank must intensify its efforts to 
support those countries in their attempts to improve resilience of their economies to avoid major setbacks 
that may erode the progress achieved so far. The Bank should increase its capabilities to respond quickly 
by providing countercyclical immediate financial support to affected countries and be prepared to help 
developing countries address the social development agenda emerging from the crisis. More broadly, it 
must work together with other IFIs on redesigning or strengthening the international financial architecture 
to prevent future crises and encourage members to adopt the propositions resulting from said work.  

Equitable Globalization 

The international development community must ensure that globalization proceeds equitably. Yet, despite 
economic growth, we are witnessing worrying signs of increased inequality, which entails a very complex 
socio-economic problem. The objective of an inclusive and sustainable globalization should be well 
served if we seriously take into consideration the issue of equitable distribution of the benefits of growth, 
both within and between countries. Therefore, worldwide reduction of income disparities should be one of 
the World Bank Group’s highest priorities for the following main reasons: (i) it is a moral imperative and 
a necessary condition for successful globalization; (ii) income inequality is an increasing problem (as 
suggested in the Global Economic Prospects 2007, inequality may worsen in as many as two-thirds of 
countries in the coming quarter century); and (iii) higher inequality poses significant risks on growth and 
poverty alleviation.  
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High Commodity Prices 
 
The sharp increase in international food prices poses important challenges and opportunities for both 
importing and exporting countries.  
 
There is an immediate need to place the so-called “forgotten” MDG of combating hunger and 
malnutrition at the center of the development agenda, especially given its detrimental impact on other 
MDGs. Additional donor resources are urgently needed for food supply programs to meet emergency 
calls. The Bank can support countries in the design of safety nets and alternative mechanisms to make 
access to food more effective. 
 
For exporting countries, one of the main challenges of high commodity prices has to do with the issue of 
income distribution. In analyzing policy responses to cushion the impact of high international food prices 
on the population (especially on the poor, who spend a great bulk of their income on food), particular 
attention should be paid to (i) achieving a healthy balance between exports of food and domestic supply; 
(ii) protecting the most affected and vulnerable segments of the population; (iii) ensuring an equitable 
distribution of the windfall benefits derived from high international prices and solidifying the macro 
accounts; and (iv) boosting agricultural productivity, especially by supporting small and medium 
producers who are the ones that need help the most. 
 
In this vein, through more financing and advisory services, the Bank has an important role in backing 
emergency measures and helping countries increase agricultural production and the competitiveness of 
this sector. 
 
In our view, the Bank should strongly advocate for a successful outcome of the Doha Round. One of the 
major problems of the international trading system is the persistent asymmetry in the degree of 
liberalization between industrial and agricultural products.  
 
Overcoming Poverty in the Poorest Countries, Particularly Africa. Fragile Situations and Post-Conflict 
States 
 
The high priority given to Sub-Saharan Africa and fragile states by the Bank and the development 
community in general is totally justified on the grounds that they are lagging behind in achieving all 
MDGs, including the MDG on extreme poverty. The situation is even more serious in the case of fragile 
states and, therefore, success in meeting the MDGs will highly depend on progress in those states. The 
immense development needs of this group of countries call for concrete and urgent action from the 
development community. Some of the areas we deem of particular importance to put these countries back 
on track are the following: 

 Core development aid: Given that the private sector is incapable of fully funding the existing 
investment needs, and in order to meet the targets, core development aid must pick up the 
pace in accordance with donors’ commitments to scale up aid. In addition, effectiveness of 
aid flows should be enhanced through better harmonization and alignment. Of course, foreign 
aid alone will not suffice but increased flows from donors will play a major catalytic role. 

 Institutional capacity and improved macroeconomic management (to accelerate growth, 
create attractive conditions for long-term investments, and reduce vulnerabilities to external 
shocks). 

 Improved competitiveness (e.g., increasing investments in infrastructure, which is a key 
obstacle to growth) 
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 Regional integration (to stimulate south-south flows of trade and investment) 

 Human development and social protection: there is a clear need for urgent, stronger and more 
consistent support to advancing in achieving human development goals, especially in the 
areas of education and health, where the focus should be on both delivery and quality. 

 
Given its global reach, financial and knowledge resources, and its advantageous coordinating and 
convening role, the World Bank Group is the development institution best positioned to help leverage 
private and public resources to this group of countries. 
 
Voice and Participation of Developing Countries in the World Bank 
 
In order to increase its legitimacy and credibility as a major global player in the field of development, the 
Bank needs a comprehensive reform that seeks a fairer voice and representation for all Bank members. 
This goal can only be achieved by increasing the voice and representation of developing countries 
collectively and by ensuring that any increase in shareholdings and voting power in favor of 
underrepresented developing countries is not at the expense of other developing countries.  
 
Finally, I would like to reiterate my support to the six strategic themes and to the vision President 
Zoellick set forth for this institution. In my view, they represent the right strategic framework to attain the 
objective of an inclusive and sustainable globalization, and they will contribute to giving strategic focus 
to the Bank’s day-to-day work. However, they are only a starting point: we need to move from general 
strategic directions to concrete steps. 
 
We are meeting at a time of turmoil in global financial markets. Its potential impact on growth and 
poverty alleviation in developing countries is yet to be determined. The Bank and the IFIs in general 
should not only draw important policy lessons from the crisis, but they must also help countries enhance 
their resilience and stand ready to support them in case the crisis worsens, putting in jeopardy the progress 
achieved so far.  
 
 
Statement by Mr. Guido Mantega, Minister of Finance, Brazil14 
 
We express our appreciation to Minister Agustín Carstens for chairing this meeting and congratulate 
President Robert Zoellick for the progress achieved so far in putting the World Bank at the service of “an 
inclusive and sustainable globalization”. 
 
We expect the six strategic directions proposed by the president to translate into specific action plans and 
policies. In this context, we welcome the discussion of the first two strategic directions, while stressing 
that they are inextricably related to the other four. 
 
Overcoming poverty in the poorest countries, particularly in Africa 
 
We are glad that progress in fulfilling the MDGs has been achieved in many developing countries. Some 
countries have already reached their targets and others are well on track.  
 
                                                 
14  On behalf of Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, Philippines, Suriname and 
Trinidad and Tobago. 
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MDGs were not meant to replace the commitments undertaken by countries in several UN conferences, 
including the Conference on Finance for Development, in Monterrey. The MDGs offer measurable 
benchmarks that help us to mobilize, guide, and co-ordinate the national and international efforts 
necessary to honor those commitments. 
 
Many of the poorest countries are lagging behind those benchmarks. Domestic factors explain only partly 
the lack of progress. External factors have also contributed. Many developed countries have fallen short 
of honoring their commitments in support of low-income countries and Africa. Despite the success of 
IDA15 replenishment, the broader picture of development cooperation is not encouraging and reveals a 
persistent downward trend in ODA in the last three years. 
 
Our discussion takes place at the midpoint in reaching the MDGs. Some might be tempted to establish 
less ambitious MDGs or customized goals for the countries that are not meeting the targets. We would 
prefer that the international community redouble its efforts in mobilizing resources for supporting of 
economic growth and poverty reduction in the poorest countries. 
 
The Bank’s priority concern with the poorest countries should lead to more engagement with middle-
income countries, where 70% of the poor live. Middle-income countries can help low-income countries 
through trade, regional integration, and South-South cooperation. The Bank should establish partnerships 
with interested middle-income countries in support of low-income countries, including in areas such as 
agriculture research, dissemination of knowledge, and best practices.  
 
We welcome the call for a “New Deal for a Global Food Policy” to address the “forgotten” Millennium 
Development Goal of overcoming malnutrition and poverty. We support the proposed increased 
investment in agriculture to help create a “Green Revolution” for Sub-Saharan Africa and other low 
income countries, like Haiti. Centers of excellence of agricultural research in developing countries should 
be actively encouraged to perform an important role in this respect. 
 
The development equation has many variables. The priority to agriculture should be balanced with 
appropriate attention to infrastructure and access to energy, which are also critical for eradicating hunger 
and poverty. Health, education, and human development are also vital. 
 
We join the appeal for a rapid emergency response sufficient to bridge the food supply gap. At the same 
time, we agree that it is imperative to move beyond traditional food assistance and to focus on agricultural 
development. Purchasing food from local farmers in developing countries helps sustaining livelihoods of 
a whole community. But many small farmers are pushed out of business due to the distortions created by 
agriculture subsidies. 
 
We strongly endorse the president’s assessment that the world’s agricultural trading system is stuck in the 
past and that we need to reach a global trade deal now. The financial crisis has increased the urgency of 
concluding an ambitious and pro-development agreement on the Doha Round that leads to the elimination 
of agricultural subsidies and tariffs in developed countries. We encourage the Bank to continue to play its 
advocacy role and to use its resources to enhance developing countries’ ability to benefit from trade 
competitiveness. 
 
We take note of the president’s proposal to launch an Extractive Industries Transparency Initiative++. We 
underscore that any initiative in this area should fully recognize the sovereign right of countries over their 
natural resources and the importance that initiatives related to governance and anti-corruption be 
discussed in a multilateral and consensus-based framework. 
 



 70

Fragile situations and post-conflict states require prolonged and enhanced assistance from the World 
Bank. Such efforts should be undertaken in a manner that does not dry up resources that are also needed 
in other developing countries. Countries that emerge from difficult situations successfully should not be 
penalized by rapid reduction in resource allocations, particularly in IDA. 
 
We caution against relying on labels, like “fragile states” when referring to fragile situations, which can 
have a counterproductive effect and suggest that a country is permanently fragile or has a structural 
tendency to disaggregate.  
 
The modalities for engagement in fragile or post-conflict situations should be more flexible and adjusted 
to the countries’ evolving realities. Even where risks are high, the Bank must be able to finance quick 
impact projects that can help promote or sustain a turnaround in any particular country.  
 
Coordination with other bodies, especially the UN, is fundamental. The recently established UN Peace 
Building Commission can act as a partner of the World Bank in the implementation of political and 
security objectives under an integrated approach that combines these goals with long-ranging 
development concerns. 
 
Recent market developments, including higher commodity prices 
 
The current financial crisis has not yet had a significant impact on developing countries. But this could 
change precisely when developing countries are reaping the economic and social benefits of their 
painstaking achievements in eliminating sources of instability in their own economies. This time the 
threat to stability derives from vulnerabilities in the most advanced economy.  
 
The Bank should be prepared to provide financial support when needed. New contingency products such 
as the two Deferred Drawdown Options, as well as market-related products, like the risk insurance 
facilities and local currency bond markets, should be made available to all interested countries. 
Consideration should be given to further extension in maturities and reduced pricing as a means to 
counter the tightening of credit. 
 
Bank’s support should help countries expand their domestic market base through its traditional lending as 
well as innovative products to compensate for a less favorable environment for international trade. The 
financial and non-financial costs as well as the time of doing business with the Bank must be reduced and 
the use of country systems pursued with greater determination. 
 
The current financial outlook should lead to greater policy coordination. At the same time, given the new 
status of emerging economies as the driving force of growth, such coordination requires an institutional 
framework, including in the World Bank, where developing and developed countries are represented on 
an equal footing. 
 
Voice and representation 
 
Enhancing the voice and representation of developing countries in the Bank’s decision making framework 
is key to strengthening the legitimacy and efficacy of the Bank as a multilateral institution. Although the 
agreed package of reforms in the Fund is positive, it can not be the basis for reform at the World Bank. 
Criteria for World Bank Group reform should reflect the Bank’s distinct development mandate and the 
notion of partnership for development.  
 
We support a reform package that includes: (i) increasing the overall voting power of developing and 
transition countries (DTCs) to at least 50% while ensuring equitable distribution of the additional votes; 
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(ii) strengthening representation of African countries at the Board on an urgent basis, including through 
the creation of additional Chairs; and (iii) increasing representation over time of the nationals of DTCs in 
management positions while ensuring regional balance.  
 
We would also like to pursue discussions on the selection process for the heads of the Bretton Woods 
Institutions in order to ensure a transparent and competitive selection process that enables merit-based 
participation of candidates from developing countries. This discussion should not affect, in any way, our 
full endorsement to the current heads of the World Bank and the IMF. 
 
Climate change 
 
Climate change is a central issue in sustainable development. Although it has been induced primarily by 
developed countries historic and current high per capita green-house gas emissions, developing countries 
are bearing its impact disproportionately. Developing countries should not be expected to contribute to 
climate change mitigation at the expense of their own development. 
 
The compact to avoid global warming requires enhanced actions by developed countries to reduce their 
emissions and abide by more strict emission reduction targets. For developing countries, any appropriate 
mitigation action should be supported by technology transfer and additional financial resources. To that 
effect, a mere reallocation or realignment of existing financial resources to accommodate climate actions 
in developing countries is not acceptable. 
 
The World Bank Group should remain focused on its core mission of growth and poverty reduction. The 
Bank’s proposed strategy for climate change provides a first basis for discussion and consultation among 
all countries. The World Bank is a development bank. Environmental concerns should be an integral part 
of the Bank’s operations, but the Bank should avoid the temptation of becoming a climate change bank. 
We caution against an early measurement of carbon footprints in the context of IFC’s role. 
 
We welcome the Bank’s role in expanding market development and financial intermediation in the 
climate change area, including through carbon finance. However, this should not affect integrity of the 
current climate change regime, nor preempt the UNFCCC’s negotiations outcome. The Bank must ensure 
that Trust Funds and other financial arrangements that are being established, adequately take into account 
recipient country’s interests. Such instruments should be aligned with Board approved policies and be 
held accountable to the Board. 
 
Forests are victims, and not culprits, of global warming. If no action is taken to mitigate global warming, 
the Amazon will lose thirty percent of its forest coverage turning into a savannah. According to IPCC, 
only seventeen percent of global CO2 emissions in 2004 arouse from the forest sector. 
 
Biofuels produced from sugar cane have proven to be a promising technology in many developing 
countries. They should be supported as a strategic source of clean energy that can generate environmental, 
social, and economic benefits. The current research strongly corroborates the case against highly 
protected and subsidized markets for biofuels in developed countries. We expect the Bank to tap the 
opportunities created by this new energy source. 
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Statement by Mr. Salaheddine Mezouar, Minister of Economy and Finance of the Kingdom of 
Morocco15 
 
I would like to thank the staff of the World Bank for the quality of the working documents submitted to 
us and for the periodic assessments of the work of the international community related to achievement of 
the Millennium Development Goals (MDGs), particularly in Africa. 
 
I would also like to avail myself of this opportunity to commend the Bank for responding to the request 
made by the Development Committee during the 2007 Annual Meetings to develop a draft strategic 
framework to guide World Bank Group support for client countries, in order to help them to better 
address the adverse effects of climate change.  
 
Furthermore, I am pleased to note that the issue of opportunities and challenges currently posed by 
soaring commodity prices, particularly of food and petroleum products, appears as a central issue in our 
discussions. 
 
International Context 
 
This Development Committee Session comes at a critical moment in the evolving global economic 
situation. Indeed, the Bank’s Report on Global Economic Prospects concludes that although record 
growth was achieved over the past four years in developing countries, the latter are currently facing a 
period of heightened uncertainty. Growth worldwide declined slightly in 2007, dropping to 3.6 percent 
from the 3.9 percent rate posted in 2006. 
 
This slowdown is due in large part to weaker growth in developed countries at a time when developing 
economies have maintained a 7.4 percent growth rate, which is comparable to the rate observed in 2006. 
 
According to this Report, growth rates worldwide are projected to increase at the moderate rate of 3.3 
percent in 2008, picking up in 2009 to climb to 3.9 percent. 
 
However, there are several downside risks to this soft landing for the global economy. External demand 
for products from developing countries could decline if the faltering US housing market or further 
financial turmoil were to push the United States into a recession. 
 
Recent trends in food and commodity prices are having a significant negative impact on growth prospects 
for several developing countries. These consequences require that both the international community and 
the affected countries provide urgent solutions that will protect the most vulnerable segments of the 
population, particularly through measures for a more equitable distribution of resources and increased 
agricultural production and productivity.  
 
The future of the dollar also constitutes an additional risk factor. A rapid decline in the value of the dollar 
would increase uncertainties and the volatility of the financial markets, which could lead to a slowdown 
in exports and investments for the entire global economy, with the attendant risk of reduced private 
capital flows to developing countries.  
 

                                                 
15  On behalf of Afghanistan, Algeria, Ghana, Iran, Morocco, Pakistan and Tunisia. 
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This situation calls for enhanced transparency in financial markets, and for strengthened monitoring and 
oversight of the international financial system by the Bretton Woods institutions and relevant 
international organizations. 
 
Global Monitoring Report 2008 
 
Progress Toward Achievement of the MDGs 
 
The focus in this Report on progress made toward achievement of the MDGs and the interdependence 
between sustainable development and environmental sustainability attest to the importance that the 
international community attaches to sustained, inclusive, and environmentally sound development, and to 
the need to protect the environment. 
 
Now at the mid-point, between 2000, the year in which the MDGs were adopted, and 2015, the target year 
for achieving these MDGs, we note that significant progress has been made by several developing 
countries in eradicating extreme poverty and hunger. 
 
However, for many developing countries, particularly low-income countries primarily in Africa, and for 
fragile States, the prospect of attaining the MDGs by 2015, particularly with regard to the reduction of 
child mortality, hygiene, universal primary education, and improved maternal health, looks bleak. 
 
In order to make headway toward the MDGs, the international community should expedite and expand 
efforts targeting the poorest segments of the population.  
 
In this regard, we believe that an increase in official development assistance flows is a prerequisite for 
poverty reduction, and that the institutional capacity of the developing countries for the achievement of 
the MDGs must be further strengthened through quality social services and appropriate infrastructure. In 
the context of the scaling-up of aid, priority must be accorded to Sub-Saharan Africa, in light of the high 
incidence of extreme poverty and communicable diseases.  
 
Generally and with respect to all developing countries, we agree that, in parallel with efforts by the 
international community, these countries must endeavor to promote growth, given that this is, in our view, 
the main determinant of MDG achievement. 
 
In this quest for growth, we advocate the implementation of multidimensional policies aimed at reducing 
the obstacles to investment and strengthening the role of the private sector. In this regard, improving the 
business climate, infrastructure, and investment in the productive sectors must be given priority. 
 
In order to strengthen and ensure the sustainability of inclusive growth processes in middle-income 
countries, multilateral development banks must give them more substantial, and better quality, support in 
the areas of technical assistance, analytical work, and knowledge and technology transfer to help them 
adjust to the changes in their economies, integrate these economies into the global market, and strengthen 
the private sector to make it more efficient.  
 
Environmental Sustainability and Economic Development 
 
We fully endorse the view that environmental sustainability is crucial for sustainable economic growth 
and thus for poverty reduction.  
 
Poor countries whose revenues rely heavily on the exploitation of natural resources are essentially the 
most vulnerable to climate change.  
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Owing to climate change, these countries in Sub-Saharan Africa, South Asia, and Latin America, which 
are home to more than one billion of the world’s poorest people, are sustaining heavy losses in 
agricultural production, grapple with the serious health problems of their populations, and are the most 
vulnerable to climate-related disasters.  
 
Cognizant of the fact that at the current pace of global growth these developing countries will be hardest 
hit by the adverse effects of climate change, and will find it difficult to adapt to these changes, we are of 
the view that more needs to be done to promote renewable and clean energy sources, and reduce 
greenhouse gas emissions. To this end, we believe that the provision of additional financial resources and 
the transfer of technology to these countries are essential. 
 
Fragile States and Post-Conflict States  
 
Fragile States and post-conflict States that are accorded priority in multilateral development bank 
activities pose a major challenge for the overall international aid architecture, owing to their weak 
institutions and governance, and to the frequency of conflicts in these States. 
 
We therefore urge development partners to facilitate broad-based coordination of efforts that will allow 
these countries to reduce the prevalence of poverty and avoid problems in the area of governance, bearing 
in mind that external aid is the primary source of development financing in these countries. 
 
We endorse the steps taken by the Bank to provide specific solutions to the development challenges of 
fragile States, through support in the design of appropriate strategies and policies, the implementation of 
suitable financial instruments, and the adoption of approaches that meet the institutional and 
organizational needs of these countries.  
 
Toward a Strategic Framework on Climate Change and Development 
 
Climate change poses a major challenge to economic and social development, particularly of the 
developing countries.  These countries, which bear little responsibility for greenhouse gas emissions, are 
especially vulnerable to this phenomenon, in view of the fact that their economy is generally more 
dependent on climate-sensitive natural resources, and they lack the resources and skills needed to tackle 
this phenomenon. Middle Eastern countries plagued by water woes warrant special mention. 
 
From a global economic standpoint, it is regrettable that although developing countries bear little 
responsibility for greenhouse gas emissions, they are most adversely affected by climate change, and 
must, therefore, bear the cost of mitigation (reduction of greenhouse gas emissions) and adaptation 
(improved ability to address the negative effects of climate change) activities. 
 
In this regard, we unreservedly endorse the World Bank Group’s (WBG) strategy aimed at integrating 
climate change into the development agenda, and support the action framework for this strategy, which is 
based on the following six pillars: (a) scale up operational approaches to integrate adaptation and 
mitigation into development strategies; (b) consolidate efforts to mobilize and deliver finance; (c) tap 
private sector resources for environmentally-friendly development; (d) expand the WBG’s role in 
developing new markets; (e) clarify the WBG’s role in accelerating technology development and 
deployment; and (f) step up policy research, knowledge management, and capacity building. 
 
We nevertheless deem it essential that this strategy be in line with the Bank’s principal mission, namely 
poverty reduction and facilitation of the economic and social development of developing countries. In this 
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regard, we call for maximum prudence to ensure that climate change does not supplant the Bank’s initial 
mandate. 
 
We believe that strengthening the Bank’s work in the area of climate change needs to be based on 
consideration of the following principles: (i) economic growth, poverty reduction, and achievement of the 
MDGs in developing countries continue to be accorded priority; (ii) access to energy sources and their 
increased use by developing countries is key to achieving these objectives; and (iii) adaptation to climate 
change is crucial to support development work carried out in most of the developing countries.  
 
We also share the view that developed countries should assume most of the costs associated with the 
effects of global warming.  
 
Against this backdrop and in order to avoid jeopardizing the progress made by developing countries 
toward achievement of the MDGs, we agree that additional significant financial resources are required to 
address the issue of climate change. These resources must be additional to current resource flows and 
should not replace financing provided in the context of official development assistance. 
 
In view of the fact that it is a global problem, climate change clearly requires the full collaboration of the 
various development partners. We therefore wholeheartedly support the proposals for collaboration 
between the Bank and the various development partners, particularly the United Nations system, the 
Global Environment Facility, regional development banks, bilateral donors, the private sector, research 
institutions, and civil society.  
 
We deem it essential, however, that this collaboration take place in the context of shared roles and 
responsibilities in the areas of intervention, taking into account the skills, comparative advantages, and 
expertise of each partner.  
 
In light of this distribution of responsibilities, we deem it prudent for the World Bank Group to continue 
to find ways and means to increase the availability of concessional funding through existing instruments, 
and expedite access by developing countries to carbon credit financing, which could generate substantial 
resource flows.  
 
We also call upon the World Bank Group to work toward strengthening private sector commitment with 
respect to activities targeting the adaptation to, and mitigation of, the risk of climate change.  
 
We therefore call on the Bank to facilitate access by developing countries to the range of new energy 
technologies at affordable prices. This would allow these countries to meet the challenge of clean energy 
and a reduced carbon intensity economy, while preserving their capacity to continue their economic and 
social development.  
 
With respect to the development of the strategic framework on climate change, we call on the Bank to 
initiate broad-based consultations with developing countries, in order to take into account their 
specificities and allow them to take ownership of this strategy.  
 
We are also of the view that technical assistance, knowledge and expertise sharing, and the development 
of research in climate change must be central to the development and poverty reduction agenda. 
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High Commodity Prices: Challenges and Opportunities for Low- and Middle-Income Countries 
 
The current financial turmoil that raises the specter of a recession in the United States and its global 
contagion effect are not the only threats to the global economic outlook. An equally serious challenge 
threatens our economies, namely the current soaring prices of commodities, particularly of food and oil. 
 
In addition to the effects of climate change such as droughts and floods, these skyrocketing commodity 
prices are in part due to the robust growth of certain economies, particularly that of China and India, the 
increased demand for crops diverted to biofuel production, the rapid development of which runs the risk 
of ultimately exacerbating food shortages and, in the case of oil, making it more difficult for producers to 
increase supply on an ongoing basis.  
 
While the impact of rising food prices may be limited in developed countries in which food accounts for a 
small share of the people’s income, this is not the case in developing countries, where a large share of 
their revenue is devoted to food, and the poor are the most vulnerable.  Owing to the lack of suitable State 
support systems, the vulnerability of these populations could lead to serious social problems. 
 
This sharp rise in fuel prices, which is favorable for many producer countries, constitutes serious financial 
constraints for developing countries that are net oil importers, and may jeopardize recent progress made in 
these countries in the areas of development and poverty reduction.  
 
Moreover, this sudden rise in fuel prices, which is reflected in higher costs for intermediate production 
factors and, consequently, production costs, undermines the balance of payments of net oil importing 
countries, which will effectively experience slower economic growth and a loss of competitiveness. 
 
For example, Morocco, like many developing countries, still relies heavily on energy, importing close to 
96 percent of its needs.  Between 2003 and 2007, Morocco’s energy bill went up by 2 ½ times, climbing 
from 21.1 billion dirhams in 2003 (approximately three billion dollars) to 51.3 billion dirhams in 2007 
(approximately 7.5 billion dollars), thus worsening the balance of trade deficit by 4.1 percent of GDP.  
With respect to the State budget, these higher oil prices also constitute an additional burden of more than 
2 percentage points of GDP. 
 
As a result, and in the event that this upward trend in fuel prices continues, developing countries that rely 
heavily on oil will have to suffer the negative effects of this trend.  
 
Financial assistance is therefore required from the international community to help the countries in need, 
particularly low-income countries, to grapple with the surge in fuel and commodity prices. We believe, 
therefore, that there is a need to examine the possibility of establishing oil trust funds and compensatory 
financing facilities that would help to mitigate the impact of these rising prices. 
 
The developing countries hardest hit by higher commodity prices must clearly better manage their 
demand of energy products, through the diversification of energy sources, improved energy efficiency, 
and the development of their agricultural sector, in order to strengthen their food security.  Moreover, the 
implementation of social protection programs for the poor is imperative.   
 
Developing countries that export commodities, particularly oil and food, should ensure the sound 
management of this windfall revenue derived from price increases, particularly by allocating these 
resources to productive investments that could ultimately generate long-term revenue.    
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Lastly, I would not want to conclude without reiterating the need to reach consensus on the 
implementation of an emergency action plan, in particular for low-income countries, which should be 
operationalized with the support and financial assistance of all development partners in a spirit of shared 
responsibility.  
 
 
Statement by Mr. Otohiko Endo, Senior Vice Minister of Finance of Japan 
 
At the outset, I would like to congratulate the successful conclusion of the IDA15 replenishment. Japan 
will contribute 362.7 billion yen, a 31 percent increase from the previous replenishment. I am very 
pleased to be able to report to you today that the related bill was approved by the Diet just four days ago. 
We are entering a crucial stage towards achieving the MDGs, and IDA should play a central role in this 
international effort. I urge my colleagues to expedite the necessary legislative or budgetary procedures so 
that this replenishment could become effective as soon as possible. 
 
I also welcome the progress made on the long-term strategic exercise of the Bank with strong leadership 
of the president. In particular, I welcome the strategic direction of reducing poverty through inclusive 
growth. I look forward to a report at the annual meeting this fall on how this strategy will be reflected on 
the operations of the Bank. 
 
Inclusive growth in Africa 
 
African countries have surpassed the developed countries in economic growth for the past decade.  Seven 
resource-rich countries have grown at an average of 9 percent, buoyed by commodity prices including oil. 
It is even more encouraging that another 18 non-resource rich countries have achieved 5.5 percent growth 
on average. The mission before us today is to support these African countries continue and accelerate 
such growth trend. This is a very complicated and difficult challenge, given the rising uncertainties of the 
outlook of developed economies emanating from recent troubles in the financial sector, and the 
consequent possible downturn of investment and trade to Africa. African countries should continue to 
implement sound macro-economic management and improve investment climate in order to achieve 
sustainable growth led by the private sector. MDBs should provide appropriate policy advice and help 
build adequate infrastructure, capitalizing on their comparative strength. 
 
In Asia, projects supporting regional integration have provided significant growth opportunities to the 
region by strengthening economic ties with the neighboring countries. Development of Mekong Corridor, 
in which Japan and the Asian Development Bank played a central role, has brought about an increase in 
manufacturing export by 6 times, inter-regional trade by 18 times, and doubling of number of visitors 
among the six Mekong countries; Cambodia, China, Lao PDR, Myanmar, Thailand and Vietnam, over the 
period of 1992 to 2006. During the same period, landlocked Lao PDR had made a remarkable progress in 
reducing poverty rate from 52.7 percent to 28.8 percent. 
 
There are 15 landlocked countries in Africa. We should strengthen our effort in building cross-border 
infrastructure that will provide growth opportunities to such countries by promoting market integration. 
Japan started the EPSA initiative with the African Development Bank in 2005, providing up to one billion 
U.S. dollars of concessional yen loan to infrastructure projects with a view to developing the private 
sector. There are some 30 corridor plans in Africa, and Japan has been involved in nearly half of them. 
We have supported Nigel Corridor, connecting Senegal, Mali and Nigel. We have conducted a feasibility 
study of Nakara Corridor that will connect Mozambique, Malawi and Zambia. We will continue to 
support such projects, collaborating with not only the African Development Bank but also the World 
Bank and other donors. I expect the Bank to be more active in this area. 
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At the same time, our experience tells us that growth alone cannot reduce poverty. The growth must be 
broad based for its dividends to be shared by the poor. Given the fact that some 80 percent of the world 
poor live in rural villages, all inclusive growth strategies must address the issue of agriculture. The recent 
empirical study shows that increased farming income brought about by “green revolution,” has lead to a 
dramatic reduction in poverty rate in Asia, achieved over a long period of time. In Vietnam, the poverty 
rate has been reduced from 58 percent to 16 percent over the past 15 years. The poverty rate has fallen, 
not only in fertile Mekong Delta region, but also in the northern mountain area. Vigorous public 
investment in rural infrastructure is regarded as one of the factors that has contributed to this remarkable 
result. 
 
As highlighted in the WDR2008, public investment in agriculture accounts for only 4 percent of total 
public expenditures in Sub-Sahara Africa, where farmers make up 65 percent of overall workforce. The 
Bank support to irrigation has been modest for the past ten years. International community has paid little 
attention to agriculture. 
 
African Union has now set a target to increase the share of agricultural public investment at least to 10 
percent of national budget. Irrigated land accounts for only 5 percent of cultivated area. Increasing 
irrigated land is an urgent task before us. Proper water and land management together with use of better 
seeds also play a key role in increasing productivity. Further efforts are needed on agricultural research. 
 
It is critical for African countries to mainstream agriculture in their poverty reduction strategy and to 
make efforts to increase agricultural productivity in a comprehensive way. The Bank should support this 
effort. The Bank support to irrigation should be focused on areas near cities where substantial amount of 
consumption takes place. I think this approach will ultimately contribute to developing agribusiness. 
 
Health in Africa 
 
Without human security the poor can not benefit from growth. People must be free from fear of death and 
able to enjoy a healthy life. In reality, however, 5 million peopled die of the three major infectious 
diseases, namely, HIV-AIDS, tuberculosis and malaria. In Sub-Sahara Africa, one out of every six 
children die before turning five. Maternal mortality rate is 200 times higher than that of developed 
countries. Health related MDGs in Sub-Sahara Africa are the ones that are most lagging behind. 
 
It is not because the international community did not take actions. We did. Aid to health sector increased 
dramatically from 7.3 billion U.S. dollars in 2000 to 13.8 billion U.S. dollars in 2007, driven largely by 
increase in contribution to treatments of specific diseases such as the Global Fund To Fight AIDS, 
Tuberculosis and Malaria. Nevertheless, treatments and preventive measures desperately needed by the 
vulnerable have not been delivered adequately. Only 3 percent of global heath workforce is working in 
Sub-Sahara Africa where 25 percent of the infected people live. 
 
Providing intensive preventive care in a specific area is most effective to prevent epidemics of highly 
infectious diseases such as polio and tuberculosis. Governments must maintain effective health care 
systems and retain adequate quantity and quality of health workforce at each community level. At the 
global health summit held in Japan this February, we highlighted the importance of balancing our support 
between strengthening the health system and fighting specific diseases. It was also recognized that strong 
commitment from governments and capacity building of communities would be particularly important. 
 
Delivering results in the health sector is not an easy task. Health workforce requires special skills and 
experiences. Logistics to deliver health service are complicated. Wide range of infrastructure including 
clean facilities, water, electricity, road and means of transport are needed. These factors call for a multi-
sector approach that is more focused on results. In this context, results based financing, including buy-
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downs, has been explored. New approach to focus on infant malnutrition, which makes the poor difficult 
to get out of poverty, is also presented. 
 
I welcome the Bank’s new health sector strategy of 2007 that focuses on strengthening the health care 
system to ensure proper health service delivery. Without empowering communities we will not make 
progress in strengthening quality health service delivery, results focus and multi-sector approach. Japan 
will support the Bank’s effort to strengthen the health care system at community levels, through the Japan 
Social Development Fund. 
 
We will take up growth and health agenda in Africa and present solutions at the TICAD4 that we will 
host in Japan next month, as well as at the Hokkaido-Toyako G8 Summit process. 
 
How to support fragile states 
 
Many African countries have begun to show steady economic growth. Some 20 countries, however, faced 
with various difficulties, have been stagnating at around 2 percent growth for the past ten years. The 
international community must combine its expertise and knowledge on how to support such countries so 
that they can get on the track towards achieving the MDGs. 
 
Post conflict countries are faced with fragile governance structure and difficulties in advancing national 
reconciliation. It is critical to provide intensive support for a certain period in order to prevent such 
countries from slipping back to conflicts, enabling them to make a smooth transition from a rehabilitation 
phase to a reconstruction and development phase. The Bank Group should focus its support on 
strengthening governance and building capacity of the governments with a medium-term perspective. 
 
Afghanistan is faced with the challenge of reconstructing its governance structure that was destroyed by 
the prolonged war. As it was not blessed with natural resources, it also faced development challenges that 
were there even before the war. Growing of poppy and Taliban insurgents have presented additional 
challenges to restoring security. Nevertheless, Afghanistan has shown some remarkable progress by 
sending 6 million children to school and reducing child mortality rate by 20 percent. Japan has 
contributed 100 million U.S. dollars to support the Bank’s national solidarity program. It is a part of our 
total assistance of 1.4 billion U.S. dollar since hosting the Tokyo Conference in 2002. Development 
cannot be achieved without a solid local community. I expect the Bank to play a more active role in this 
area. 
 
Good governance is also important for those that have not gone through severe conflict. Resource rich 
countries face the risk of falling into conflicts as various groups fight over the control of its resources, and 
many of them have actually fallen into the vicious cycle of conflict leading to weakened governance. It is 
important that all donor countries adhere to international initiatives that aim to strengthen governance and 
transparency such as the Extractive Industries Transparency Initiative. 
 
The impact of higher food prices on the poor  
 
The recent surge in commodity prices, including oil price, have affected developing countries in various 
ways. I will, however, limit my comment on how higher food prices have affected the poor. 
 
Over the past 36 months, the food price index has increased by 80 percent. We must keep a close eye on 
how this will affect the price of food at the consumption level across developing countries. Food 
consumption accounts for nearly 50 percent of total expenditures in developing countries. We must also 
monitor carefully how higher food prices will affect the poor. In this respect, the speech by President 
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Zoellick, calling for the need of a new deal in food policy in order to overcome a food problem, is quite 
timely and to the point. 
 
Some countries have introduced fiscal measures such as food subsidy and subsidy to small farmers as 
emergency measures. Others have imposed administrative measures such as export ban on food. Safety-
nets targeting the poor are necessary from a humanitarian perspective. However, we should be careful in 
designing such measures so that they do not discourage farmers to increase their production. I highly 
appreciate the Bank trying to respond to urgent needs of developing countries. 
 
As the affected countries scramble to take immediate actions, it is important for the international 
community to help provide medium-term solutions. As I mentioned before now is an opportune moment 
for the developing countries to review and overhaul their agricultural policies. Support should be tailored 
to strengthen the connectivity between rural villages and neighboring cities, so that higher food prices 
would translate into increased supply. Supporting small scale farmers to increase productivity is also 
timely. 
 
In scaling up assistance to agriculture, we should not forget its environmental aspects. Mismanagement of 
irrigation facility brings about land degradation. Excessive logging results in deforestation and soil 
erosion. We should ensure that natural resources are managed properly in order to make agricultural 
development sustainable. 
 
The current price hike also provides the commodity exporting countries with added fiscal flexibility and a 
chance to take decisive actions to reduce poverty. How they distribute their additional revenue equitably 
among various stakeholders and between current and future generations will determine their future 
growth path. The Bank’s advice on how to build a sustainable and equitable social system is of vital 
importance, notwithstanding advice on public financial management. 
 
Tackling higher food price is not a new agenda. But the impact on the poor might be severer than ever. A 
comprehensive solution is needed, covering both short-term and medium-term policies, and also micro-
level as well as macro-level measures. International community must act together, now. 
 
Tackling climate change 
 
Urgent and collective action on a global scale is needed in tackling climate change. It is also a critical 
development agenda. We strongly support the MDBs’ effort to explore ways to mobilize resources using 
market mechanism, and encourage providing knowledge services that enable developing countries to 
make the transition to low carbon economies or enhance resilience to climate change.  
 
Resources should be mobilized by using market mechanisms such as insurance, guarantee and bond 
issuance. Recently, some Japanese financial institutions made donation to IDA using a portion of their 
commissions paid by investors. We should promote similar arrangements that encourage private firms and 
individuals to make financial contribution to international efforts on climate change. I welcome various 
innovative approaches proposed by the Bank and would like to invite further ideas. 
 
We need concessional donor funding as a catalyst to private funds. A new donor fund for climate change 
should be established, facilitating international efforts to reduce green house gas emissions. Japan has 
been making its best effort towards establishing the fund. It should complement the existing financing 
mechanisms including bilateral assistance, MDBs and GEF, and should be consistent with international 
aid architecture. The new fund should become a platform to provide additional donor resources. I expect 
that we can reach a consensus through continued dialogue among the stakeholders. 
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Voice and participation 
 
It is critical for a development institution like the Bank to reflect the views of low income countries in the 
design and implementation of its policies and projects. Japan is ready to participate in a constructive 
discussion on how to increase the voice and participation of low income counties in the Bank’s 
operations. We reached a consensus on the quota reform of the IMF. The Bank and the Fund, however, 
have two different mandates, and the Bank does not necessarily have to adopt the same reform. We 
should focus on how we can better reflect the voice of low income countries and expedite our discussion 
so that we can come to an early consensus for its swift implementation. 
 
 
Statement by Mr. Mario Draghi, Governor of the Bank of Italy16 
 
Today, at the Millennium Development Goals halfway point, we are called to evaluate the progress 
achieved so far in the Monterrey agenda and whether its goals can be reached seven years from now in 
2015. Major advances have taken place, but the pace has been uneven across regions and groups of 
countries, with East Asia faring generally better. The new threat of financial- and commodity-market 
instability poses additional risks to the pursuit of inclusive growth and economic integration. 
 
The role of the World Bank Group: need for a new vision 
 
A solid and better integrated World Bank Group has a key role to play in the global aid architecture. The 
record pledges for the IDA-15 replenishment provide a concrete sign of donor commitment to the Bank's 
mandate and to its growing relevance in the current global environment. All the donor countries in our 
constituency made a considerable financial effort to contribute to this result. Italy, despite its tight budget 
constraints, has not only retained its historical share of IDA contributions but, has also obtained 
parliamentary approval for repayment to the Multilateral Debt Relief Initiative (MDRI) over the whole 
40-year period. Greece is among the donors with the largest increase in their share with a pledge for a 100 
percent increase from the previous replenishment. Portugal retained its share of IDA and reconfirmed its 
previous commitment to repay its share in the MDRI over the whole period. 
 
President Zoellick’s six strategic themes provide a new articulation of the Bank's mission, which 
resonates well with the Bank’s many stakeholders, and should now be used to prioritize choices and 
establish a clear link between resources and operational objectives. These themes add an important 
element of novelty, focusing on global public goods, such as climate change or knowledge creation. We 
view the protection of global public goods as a third potential added pillar of the WBG strategy, in 
addition to investment climate and social inclusiveness, one from which the WBG may draw additional 
solidity and coherence in the pursuit of its mission. 
 
The different challenges of Low Income, Fragile and Middle Income Countries 
 
We welcome the decision to address the development challenges of these groups of countries as three 
separate items of the six strategic priorities. In the Low Income Countries, where the achievement of the 
Millennium Development Goals is more challenging, IDA is now endowed with the appropriate policies 
and resources to increase the effectiveness of its actions at the country level, and should lead the donor 
coordination efforts, in line with the principles of the Paris Declaration on harmonization. 
 
                                                 
16  On behalf of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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In turn, the needs of Fragile States represent one of the biggest challenges of our times as the case of 
Timor-Leste (one of our constituency countries) highlights. The Bank should promote analysis and 
research to better understand the dynamics of fragility and conflict. Likewise, it needs to learn how to 
improve its actions in partnership with other stakeholders, including the private sector, and ensure a 
stronger and more effective field presence. 
 
The Bank should also retain a strong role in Middle Income Countries, which are home to 70 percent of 
the poor living on less than two dollars a day, by intensifying its efforts to be more competitive. In this 
regard, we applaud the important measures recently been taken to broaden the menu of existing financial 
instruments, to reduce their costs and speed their delivery. Only a new and more effective demand-
oriented approach can reverse the declining trend of the IBRD loan portfolio, which new favorable 
lending conditions have so far been unable to stop. 
 
Protecting the “global commons” 
 
We view the protection of “global commons” as the new emerging responsibility for the WBG. Indeed, 
the link between climate change and economic development has been documented with growing clarity, 
showing how climate changes will affect disproportionately the poorest countries. Arguably the most 
demanding challenge, climate is not the only global public good (GPG) that if neglected might have 
detrimental effects on development and poverty. GPGs span from knowledge dissemination to prevention 
of communicable diseases, from regional economic integration to marine fisheries. Italy has been an 
active supporter of the GPGs agenda promoting pioneering facilities in the area of communicable 
diseases, such as the International Financing Facility for Immunization (IFFI) and the Advance Market 
Commitment (AMC) for vaccines. 
 
It is in this context that we see an urgent need to assist developing countries to cope with the effects of 
foreseeable climate change, whether mitigating current trends of carbon emissions or adapting their 
economies to changes that are already taking place. Renewable energy and energy efficiency are among 
the key elements in moving toward low carbon economies. The Bank should work closely with other 
development partners, particularly in the private sector, to help countries meet their energy needs and 
adapt to climate change. The growing number of initiatives in this domain requires a clear division of 
tasks among the many stakeholders. We encourage the Bank to capitalize on its multi-year experience in 
administering more than $2bn worth of Carbon Trust Funds (CTFs) funded by European Union member 
countries under the pioneering European mechanism for carbon emission trading (ETS). 
 
The managerial challenge: reforming existing lending policies 
 
The decline in the Bank's lending portfolio over recent years appears at odds with the challenges posed by 
the broadening wedge between poor and rich countries and by the enormous transition costs to a low 
carbon economy. It suggests a decoupling between the WBG's broadening mission and the demand for its 
lending services, which would appear even more pronounced if the loan portfolio were evaluated in real 
terms, given its purchasing power in borrowing countries. 
 
We are confident that the reform of existing lending policies undertaken by President Zoellick, coupled 
with his reformulation of the WBG strategy, will bring the demand for Bank loans and guarantees to the 
level warranted by development needs left unaddressed by market forces. Development is a risky business 
and we believe that the WBG should not shy away from undertaking the level of risk implicit in its 
mission. Effectively realizing the development potential of the WBG capital remains a constant challenge 
for management. Success in this endeavor needs to be combined with the following set of actions: a 
further pursuit of decentralization, a more responsive and transparent budget process, a cost effective 
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provision of advisory and lending services, and a capacity to adapt them to the changing needs of client 
countries. 
 
Rising commodity prices: a new threat to poverty reduction 
 
We appreciate President Zoellick responsiveness to fast changing circumstances in agricultural and 
commodity prices. Higher and more volatile prices in the primary sector put an additional constraint on 
the development process and have a dramatic impact on poverty alleviation. 
 
While the recent increase in prices provides commodity-exporting countries with a unique opportunity to 
accelerate the pace of reforms by diversifying the economy and strengthening fiscal sustainability, the 
poorest countries - particularly those in Sub-Saharan Africa – may now see their growth threatened by the 
surge in energy and food prices, which represent more than 70 percent of the consumption basket of the 
poor. 
 
Indeed, recent increases in oil and food prices are interlinked, since high energy prices increase fertilizer 
and transport costs and stimulate bio-fuel production, putting additional pressure on food prices. These 
rapid increases in the cost of food hurt consumers in poorer countries even more, further widening the gap 
in the standard of living between rich and poor nations.  
 
In this environment the problem of food security becomes considerably more serious for countries with 
large population shares close to subsistence level. We endorse President Zoellick’s call to make the fight 
against hunger and malnutrition a global priority. In this regard, we encourage the Bank to foster 
agricultural productivity, working together with the FAO and IFAD. We believe that both the World 
Bank and the IMF should work together to soften the effects of price shocks on the poor by better 
targeting safety-net programs and carefully exploring appropriate forms of financial support. 
 
Voice and Participation 
 
We are in favor of enhancing the voice and participation of Developing and Transition Countries. At this 
stage it is critical that all the shareholders reach a political consensus on all the aspects of Voice and 
Participation.  In the wake of the IMF agreement we look forward to the definition of the Bank’s own 
reform agenda. 
 
Conclusion 
 
The achievement of the MDGs is definitely not easier today than it was when the goals were first 
endorsed. Bold and effective responses to the new challenges are required over the remaining years. The 
World Bank Group, as the largest multilateral development financial institution, has a strategic 
responsibility and a leading role to play in the pursuit of global and equitable development. 
 
A new set of issues, global public goods, has become central to the development process; global concerns 
- such as climate change or communicable diseases - have identifiable costs on development. Finally, 
development goals are seriously undermined by unprecedented levels and volatility of food and 
commodity prices. 
 
The challenges of this scenario vastly exceed the response capacity of a single institution. The WBG has 
been and should become an even stronger catalyst in the development arena. The Bank needs to build 
consensus around its priorities, operational policies and strategies. To be successful, this process requires 
shared objectives, a common long-term vision, and continuous interaction between Management and 



 84

shareholders, including Parliaments and civil society organizations. We are confident that President 
Zoellick will successfully steer the institution at a time of great uncertainties. 
 
 
Statement by Mr. Henry M. Paulson, Jr. Secretary of the Treasury, United States 
 
While the long-run economic fundamentals remain sound, the U.S. economy faces challenges.  The 
housing correction, credit market turmoil, and high oil prices are all weighing on growth and short-term 
risks are to the downside.  However, the fundamental drivers that make the U.S. economy healthy over 
the long term are sound, including the flexibility, innovation, and entrepreneurship that characterize our 
country. 
 
These risks notwithstanding, it is important to remember that developing countries are on track to record 
their sixth consecutive year of average GDP growth in excess of 6%, an accomplishment unparalleled in 
recent history.  Stronger macroeconomic policies, buoyant external demand, low real interest rates, and 
increased access to private capital markets – over $600 billion in net private inflows in 2007 – are major 
factors for strong growth performance. 
 
Recent Market Developments – Challenges and Opportunities Resulting from Higher Commodity Prices  
 
The strong upward movements in world commodity prices in recent years have generally produced large 
beneficial shifts in the terms of trade for many developing countries.  For these countries, we support the 
recommendations contained in this year’s Global Monitoring Report (GMR) that sound management of 
these windfall revenues is essential to translate this boom into the foundations for higher sustainable 
growth.  This will require establishing and maintaining sound institutions, combined with good 
governance and public finance management to ensure quality spending. 
 
Governments of countries that are experiencing severe negative shifts in the terms of trade due to higher 
commodity prices, including higher food prices, may need to implement better energy demand policies 
and targeted safety net programs while considering longer term measures, such as promoting sustainable 
energy development and agricultural growth.  Existing international facilities can also help mitigate the 
impacts of negative terms of trade movements when appropriate.  Governments, however, need to resist 
the temptation of price controls and consumption subsidies that are generally not effective and efficient 
methods of protecting vulnerable groups.  They tend to create fiscal burdens and economic distortions 
while often providing aid to higher-income consumers or commercial interests other than the intended 
beneficiaries. 
 
Challenges and Opportunities for Low and Middle Income Countries 
 
Despite impressive advances in most developing countries, the World Bank and other development 
partners have a large unfinished agenda.  While many developing countries have been able to capitalize 
on the opportunities offered by increased globalization and a favorable export environment, a key 
challenge for the international financial institutions is to assist those countries whose growth is lagging.   
We agree with the assessment in the GMR that three broad areas emerge as major factors necessary for 
strong growth: sound macroeconomic policies, favorable private investment climates, and good 
governance. 
 
We also agree with the conclusion in the GMR that the relationship between trade expansion and 
economic growth is positive and that trade reforms are critical means to lifting people out of poverty.  
Reducing barriers to trade in goods and services enables local firms to access low-cost and high-quality 
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services such as telecommunications, transport and distribution services and financial intermediation, thus 
enhancing their ability to compete more effectively in international markets. 
 
Overcoming Poverty in Fragile States and Post-Conflict Countries 
 
The development challenges are all the more formidable in fragile and post-conflict states.  It is 
increasingly becoming apparent that the international development community needs to be more effective 
in its efforts to lay the groundwork for economic growth and employment so that the people living in 
these states believe they have a stake in the future. 
 
The development programs for these countries, which are mostly located in sub-Saharan Africa, will 
require a challenging mixture of security enhancement, political reform and consolidation, capacity 
building, and actions to build private sector growth opportunities.  While international aid flows are an 
important element for successful development, establishment of basic government capacity is required to 
ensure that aid is used effectively.  The Bank Group, working with other members of the international 
community, has done much in the last year – including in IDA15 – to develop a more effective strategy 
for promoting development in these countries and we urge swift implementation of these measures. 
 
Environmental Sustainability and Climate Change 
 
The World Bank and its sister institutions face multiple and growing challenges in incorporating 
environmental sustainability into their development and anti-poverty mandates.  For instance, the MDBs 
are generally financing a shrinking share of investment projects relative to other lenders (especially in 
International Bank for Reconstruction and Development countries), which reflects positively on these 
countries economic development and access to private markets but dilutes MDB leverage with respect to 
the overall environmental performance of projects in those countries. 
 
The Bank needs to continue to emphasize its core mandate while becoming more creative in utilizing the 
linkages between environmental trends and poverty. Potential areas for this include leveraging its own 
tools – for example safeguard policies, environmental capacity-building, payments for ecological 
services, techniques for adaptation to climate change, and monitoring trends in natural capital.  Second, 
the bank should maximize the global as well as local benefits of its work in the areas of environment and 
climate change. 
 
We welcome the Bank's increasing focus on climate change as it becomes clear that the issue must be 
addressed in the context of development efforts.  However, we realize that addressing climate change is 
also technically and financially challenging.  In this vein we applaud the Bank's work to create the 
Climate Investment Funds, which we intend to support with a $2 billion contribution over the next three 
years through the Clean Technology Fund that will help developing countries invest in a clean energy 
future. 
 
Conclusion 
 
President Zoellick outlined six strategic themes for the World Bank Group at the Development 
Committee meeting last fall.  As these strategic themes evolve and are incorporated into a strategic 
framework, the Bank Group will need to make key decisions on where it will focus its resources and how 
to best coordinate and lead activities with other development partners.  We look forward to working with 
President Zoellick as this strategy unfolds. 
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Statement by Mr. Didier Reynders, Deputy Prime Minister and Minister of Finance, Belgium17 
 
The past year has been marked by an accelerating pace of change: change in the business environment, 
change in the agenda of the Bretton Woods institutions, and change in their leadership. For the 
International Monetary Fund, change has also extended to its governance structure.  
 
As regards the Bretton Woods institutions’ environment, change is not a policy variable. The rise in 
commodity prices, global warming and the increasingly global turmoil in financial markets are 
consequences of fundamental economic developments that may not be undone. However, they can and 
must be managed. Depending on the manner with which these developments are addressed, sustainable 
poverty alleviation can be accelerated or impeded. 
 
The rapid pace of change will test the resolve of the Bretton Woods institutions. The global public goods 
nature of the new challenges arguably makes them more relevant now than ever before. Their core 
missions and principles have not changed, but the manner in which they will be put in practice will need 
to reflect the changing business environment.  
 
The Bank has begun by adapting its mission statement “a world free of poverty,” and affirming the 
importance of “inclusive and sustainable development.” Its new leadership has identified six themes 
within which to develop policy responses and financing instruments tailored to the clients’ needs: the 
poorest countries, fragile states, global public goods, the Arab world, middle-income countries, and 
knowledge and learning. This is a sensible analytical approach to which we offer our strong support. We 
look forward to entering into a constructive dialogue with Management on the setting up of a sensible 
strategic framework which will include all these elements. 
 
The fifteenth replenishment of the International Development Association was the first test of the Bank’s 
resolve to implement its new agenda, and it was a genuine success, both in terms of resource mobilization 
and participation. Eight countries from our constituency contributed. We salute Robert Zoellick’s 
leadership in that exercise, and look forward to supporting him in his efforts to allocate financial 
resources and professional talent to meet client needs. 
 
Striving for the Millennium Development Goals 
 
The MDGs have served, and will continue to serve, the poverty alleviation agenda well. The frustration 
that we all feel when contemplating the important shortfalls illustrated by some of the MDG indicators 
should not overshadow their important achievements and remaining promise. They have focused the 
minds of development policy leaders in a coordinated fashion. They offer valuable means of tracking 
progress. They also cover a wide set of policy areas in a comprehensive and balanced manner, reflecting 
all facets of poverty: income, human development, vulnerability, equality of opportunity, and 
disenfranchisement. 
 

                                                 
17  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, Slovenia 
and Turkey. 
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The “lagging MDGs” point to challenges that we may have underestimated, and the need for an urgent 
shift of focus toward certain issues.  We agree with Robert Zoellick that efforts to combat hunger and 
malnutrition are likely to have a multiplier effect on other MDGs, as child development will impact 
learning, health, etc. Given soaring commodity prices, addressing these issues becomes even more urgent. 
Moving away from traditional donor programs of food aid in the direction of a more integrated 
multisectoral approach that recognizes linkages with other MDGs and exploits synergies is an idea that 
we have long advocated. While food security is important, family income and the education of women are 
also likely to leverage the other MDGs. We believe in the saying that “when you provide education to a 
man, you educate one man; when you provide education to a woman, you educate a whole family.” In 
some cases, addressing these MDGs will require direct policy interventions that will need to be ratcheted 
up, as in sanitation. Others point to more fundamental issues that are not explicitly illustrated by the 
MDGs. The slower progress of Africa is indicative of deep-seated problems with the capabilities of the 
state. Similarly, international and rural-urban migration may also require attention to improve the 
effectiveness of development policy interventions in support of specific MDGs. 
 
Adapting Growth Strategies to a Volatile Environment 
 
The precept that “growth is the engine of poverty reduction” remains central to poverty alleviation 
efforts—and will yield sustainable progress if accompanied by attention to equity and equality of 
opportunity.  The rise in commodity prices has been a boon to some of the poorest countries, including 
many in Africa. It has also become a new obstacle to the countries that are not producing commodities. 
For these, commodity prices should be an incentive to develop economic sectors that could benefit 
sustainably from the higher value added. In the meantime, targeted assistance should be made available to 
help the transition. To the fortunate countries, the challenge will be to emphasize equity in sharing the 
newfound wealth, controlling it, and promoting equality of opportunity in the booming sector as much as 
in others. Some of the income redistribution will occur through market mechanisms, as booming sectors 
generate spillover effects. But new efforts, requiring stronger institutions and more determined leadership 
will be required in managing new macroeconomic realities, controlling corruption, mitigating its effects 
on the environment (if not directly on public health), and allocating resource windfalls as productively as 
possible. 
 
A useful analytical approach to promoting growth lies in distinguishing between important and urgent 
issues. While all urgent issues are important, not all important issues are urgent. As in the past three years, 
and in line with our strong emphasis on governance, we see the need to improve fiduciary systems as the 
first step in implementing any policy agenda. Without this sequencing, the implementation of master 
plans for sector development, “cluster” strategies and the very necessary further investments in human 
capital will achieve much frustration and little sustainable progress. We will even venture to advocate a 
two step approach to this sequencing, first improve the mobilization of resources and the transparency of 
public finance management, and second promote the control of these resources with a view to their 
optimal use. 
 
Engaging Fragile and Conflict-Affected States 
 
Nowhere is the need for a sequenced approach truer than in fragile states. The needs in these countries 
are overwhelming, and the mismatch between their cost and the available resources is inevitably daunting. 
We therefore reiterate forcefully the view that we have presented consistently in the past years, namely 
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that reestablishing the functionality of the state is the most urgent priority, and that resilient fiduciary 
systems are the backbone of effective development policies. To the extent that institutions have collapsed, 
we encourage the Bank to promote local leadership as temporary substitute for, and means toward, a 
functional state. 
 
The four practical objectives outlined by President Zoellick to improve support to fragile states are 
sensible. Given the fairly unpredictable nature of crises, we agree that prospective clients would gain 
from stronger partnerships between development institutions, including the Bank, and the continued 
development of a research agenda to focus on related issues. The Bank would also have a greater impact 
if its policies, organization and financing reflected more flexibility to respond to emergencies. Finally, we 
believe that showcasing sustainable progress in such difficult situations would help generate momentum.  
 
Finalizing the Bank Group’s climate change strategy and mainstreaming Climate Change in the Policy 
Dialogue 
 
We acknowledge the important role the World Bank Group can play in addressing climate change issues, 
especially in the climate change financial architecture. We encourage Management to finalize the Bank 
Group's full climate change strategy by the Annual Meetings. We particularly stress the importance of 
developing a more coherent picture on coordination and collaboration among key players in order to help 
building a coherent international financial architecture and avoiding excessive proliferation of these 
instruments. 
 
The Bank’s role in coordinating the climate change agenda is directly dependent on its clients’ ability to 
implement it—and many of the clients that are most relevant to this agenda are fragile states. As for any 
other development policy, the Bank’s specific contribution to the implementation of the agenda will be 
most valuable if it strengthens the ability of its clients to implement the coordinated policies it advocates. 
This is especially true of the great challenge that is natural resources management, including the urgent 
topic that is forestry. Fiduciary issues are as relevant to the tracking and control of natural resources as 
they are to financial resources. We urge the Bank to adopt a fiduciary perspective as an entry point to its 
dialogue on extractive industries—as recognized by the Extractive Industries Transparency Initiative 
(EITI). We also invite the Bank to provide advice on extractive industries (including agriculture and 
forestry) that emphasizes adaptation to climate change over containment.  
 
Adjusting Processes and Improving the Skills Mix  
 
We are pleased that the Bank has taken important steps to improve its capabilities in providing sound and 
timely advice, especially on good governance. It has adopted the Governance and Anti-Corruption 
Strategy, which has a three-pronged focus on advisory services, corporate governance, and project 
management. The Bank has logically reinforced its professional cadre of financial management and 
procurement specialists; it is also mainstreaming a “governance filter” in many of its country assistance 
strategies. Last but not least, we have high expectations of the Human Resources department in its stated 
objective to secure the right skill mix, and make faster progress toward decentralization of its 
internationally recruited staff closer to the client countries most in need of their advice – especially fragile 
states. 
 



 89

Adjusting its Choice of Financing Instruments to Individual Country Needs 
 
The Bank has continued to emphasize programmatic budget support in circumstances where this 
approach may not be as conducive as others to entrenching fundamental reforms. In some cases, 
programmatic budget support may even work against the Bank’s stated objectives. It is telling that in the 
last review of conditionalities for Development Policy Lending, the International Monetary Fund 
provided only one emphatic comment, urging the Bank not to shy away from advising on structural 
reforms, including the ones that cannot be implemented incrementally. Client countries that sent 
observers to the IDA15 replenishment negotiations echoed the International Monetary Fund’s message 
not to walk away from the more difficult and contentious policy areas, and urged the Bank to provide 
advice and channel its finite financial resources more directly to structural reforms, especially the ones 
that underpin the functionality of the state. Those reforms must be country driven and embedded in the 
policy dialogue with the Bank taking into account poverty and social impacts of their implementation. We 
urge the Bank to heed these calls and, in particular, to develop a scheme that could apply to fragile states, 
where the Bank should remain engaged in a dialogue on often sensitive policy issues. There are a number 
of roads toward socio-economic development, but they all require a functional vehicle to get there.  
 
 
Statement by Mr. Surapong Suebwonglee, Deputy Prime Minister and Minister of Finance of 
Thailand18 
 
We welcome the 77th Development Committee Meeting and the selected topics of overcoming poverty in 
the poorest countries and the post-conflict states in achieving the MDGs as well as challenges and 
opportunities for low and middle income countries in responding to the recent market developments, 
including higher commodity prices. 
 
Over recent months, the escalating prices of crude oil and food have contributed to the global inflationary 
pressures. Inevitably, many countries in Southeast Asia are also affected by this development despite their 
rolling economic growth. The multifaceted factors of global economy slowdown have seen the need for 
the World Bank Group (WBG) to be proactive in addressing the global financial turmoil impacting 
developing countries. The situation calls for the WBG to demonstrate its comparative advantages with 
regard to its policies and knowledge.  In this respect, we encourage the WBG to focus its strategies as 
spelt out in the six strategic themes. 
 
Simultaneously, we would like to reiterate our commitment to the six strategic themes that will guide the 
direction of the WBG. We commend the efforts of the working groups that have been tasked with the 
specific themes and acknowledge the continuous progress made by all parties, including member 
countries, thus far in the discussions. We believe the six strategic themes will be instrumental in making 
positive changes to the world order with regard to development and the MDGs, specifically.  
 
On helping the poorest, we acknowledge the progress that has been made by the WBG with respect to 
helping the poorest, especially those in Africa.  Africa continues to face significant development 
challenges.  At present, progress on achieving the MDGs has been uneven with many countries unlikely 
to achieve most of the set targets by 2015.  The onset of globalization, rising commodity prices and 
climate change, have to some extent further magnified the challenges faced by the African region and 

                                                 
18  On behalf of Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, Singapore, Thailand, 
Tonga and Vietnam. 
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intensified the need to bridge the development gap between the region and the rest of the world.  Indeed, 
the continent given its diversity both in terms of characteristics and developmental challenges requires 
much assistance; assistance which the WBG has continued to provide over the last few decades. 
 
We therefore commend the WBG for the concrete steps taken to address the needs of the African region.  
The WBG has thus far launched collaborative efforts in critical sectors that will support growth in the 
region.  We encourage the WBG to continue the momentum of support that will assist Africa to progress 
faster towards achieving the MDGs.  We welcome the WBG’s realization that the region requires tailored 
assistance which takes into consideration their needs, characteristics and capacity to effectively absorb 
and utilize assistance for productive purposes.  Hence, we applaud the WBG’s strategy to focus on doing 
business with the region in a way that delivers optimum results.  Resource mobilization is critical in this 
respect. 
 
We note the WBG’s efforts to increase integration within the region particularly, with regard to 
infrastructure, trade and private sector development.  This is a step in the right direction.  As I can attest, 
my constituency has benefited from regional integration as well as regional infrastructure projects for 
example, with the assistance of the WBG and other international financial institutions (IFIs), countries in 
the Greater Mekong Sub-region through a number of regional projects have been given greater 
opportunities for cooperation, including access to large markets.  Furthermore, the regional projects allow 
these countries to mobilize resources in the Mekong River for development purposes. 
 
In terms of trade and private sector development within countries in the African region, we posit that the 
WBG has an important role to play in leveraging private capital and access to markets.  At the same time, 
the WBG with its experience in the region has comparative advantage to guide new donors to channel aid 
funds, as well as private sectors that will make the most impact.  In this respect, it is imperative that the 
WBG strengthens its partnerships with the rest of the development community to attract new donors and 
private financiers to the region. 
 
As mentioned earlier, assistance to the African region must be channeled to key sectors where countries 
have a comparative advantage to make the most impact.  One such sector is agriculture.  I believe this is 
an area whereby my constituency, as well as other middle income countries (MICs) can contribute, 
particularly, in terms of transfer of technical know-how, given that many have transitioned on the back of 
agriculture, while others remain largely supported by agriculture for growth and development.  The MICs 
have a knowledge pool that can be tapped to enhance the productivity of the agricultural sector. 
 
In addition to agriculture, many African countries have natural resource endowments, the benefits of 
which are yet to be realized.  We firmly believe that the WBG together with other development partners 
must assist Africa to mobilize its natural resources in a sustainable manner that ensures the receipts of 
these resources are well managed and the benefits of development shared by all. 
 
The WBG has an important role to play in transforming poor countries into more efficient and productive 
economies.  The key lies in providing development solutions that meet the unique needs of the African 
region, delivering the assistance in forms or modalities that best suit the individual countries and finally 
providing guidance to development partners and the donor community on areas in which their assistance 
can make the most impact. 
 
We support the WBG’s strategy on Fragile and Post-Conflict States, noting that 45 countries make up the 
core group – 34 of which are IDA eligible while 11 are middle-income countries.  This group of countries 
need all the assistance they can get, thus, we are very pleased with, and wish to congratulate the WBG on, 
recording the highest ever IDA replenishment. 
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However, in recognizing the vast needs of this group of countries, it is crucial that the WBG’s 
interventions of support remain relevant, efficient and effective.  We therefore support the WBG’s shift 
toward a differentiated business model.  One that acknowledges the common elements in all fragile 
situations yet understands that addressing these common issues calls for different approaches, processes 
and procedures that suit the circumstances of the individual country. 
 
Once again, we would like to reiterate the importance of fostering long-lasting partnerships to ensure 
donor assistance is well coordinated and harmonized.  It is well understood that improved cooperation and 
coordination means better results on the ground. 
 
We acknowledge the WBG’s effort to ensure that the Middle Income Countries are in the development 
radar by including this category of countries as an area of focus for the organization.  We concur that it is 
timely and appropriate action for the WBG to push forward the MICs agenda because MICs have for 
sometime been in the periphery of the WBG’s activities and programs.  We would like to stress that MICs 
will continue to remain relevant in the context of global growth and development.  Given the higher 
proportion of member countries in the MICs category, the burden sharing of ensuring positive global 
growth should be given due recognition by the WBG. 
 
We acknowledge the WBG’s effort to ensure continued participation of the MICs with respect to the 
global development agenda. As such, the WBG has developed and established appropriate packages 
towards this objective; for example, by cutting interest on loans to MICs which takes the lending rate 
back to where it was before the Asian financial crisis in 1998. Besides, to ensure full participation of 
MICs, the WBG has also simplified procedures and regulations with regards to lending.  
In our earlier Development Committee statements, we have often alluded that the WBG ought to focus on 
the interests of MICs in relation to the institution’s development agenda.  We are pleased to note that 
recently MICs have enjoyed an expansion of development support from the WBG.  Bank programs have 
been tailored toward significant country needs in most MICs, including having access to international 
private capital markets and institutional capacity as well as knowledge sharing among MICs.  We contend 
that the nature for development in MICs has become more complex in view of the increasing role of the 
private sector in most economies and growing globalization.  Hence, it is crucial that the WBG 
demonstrates agility in order to meet the MICs' development challenges and demands in this dynamic 
environment.  The WBG has to be responsive to the development strategies of MICs that demand 
appropriate WBG products, policies and expertise.  In this regard too, the WBG’s relevance thus far has 
been sustained by focusing on sectors important for countries' development, and bringing to bear a mix of 
knowledge, finance and convening power. 
 
Sustaining Global Public Goods calls for cohesive global cooperation, since we believe cooperation and 
alliances would be beneficial for all categories of countries.  For example, MICs and LICs with the WBG 
can form an alliance to ensure that the agenda of growth and development continue to be achieved, 
ensuring prosperity to the global community.  On the realization that MICs can be significant actors in 
global programs (MICs account for half of the participants of the WBG), there is a growing emphasis as 
part of the Bank's engagement with MICs.  However, we would like to see more WBG’s involvement in 
global programs since it is not always highly recognized at the country level nor particularly well 
integrated into the country programs. 
 
We welcome the portfolio of new multi-donor trust funds which will initiate three new funds: (i) a clean 
technology fund, (ii) a forest investment fund, and (iii) a climate resilience pilot program which have been 
spelt out in the WBG’s Strategic Framework for Climate Change. Nevertheless, these multi donor trust 
funds should not be a vehicle for donor countries to exchange their carbon release. We encourage that a 
clear and transparent framework as well as platform be in place in the implementation of the trust funds.  
Besides, we would like to remind the WBG to be diligent in monitoring these trust funds. 
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The WBG should continue its engagement with MICs and to take more effort to produce greater 
development effectiveness in its programs and activities.  This entails a departure from business as usual 
and to reinvigorate its relationship with clients.  Drawing on MICs capacity, experiences in development 
and rising growth could be emulated by LICs.  In this regard, the WBG should strategize a cohesive effort 
in drawing MICs capabilities by creating better opportunities for the WBG to learn from MICs, and 
subsequently, share their experiences with LICs.  MICs own expertise should be enhanced through 
cooperation amongst the MICs as well as with the Bank through country assistance/country partnership 
strategies.  For example, efforts should be made on how to evolve partnership among the many actors at 
country, regional and international level in resolving some of the global public goods agenda such as, 
environment, trade and finance. Countries in our constituencies have undertaken related measures such as 
increasing the Investment Tax Allowance on expenditures incurred by private sector for energy 
conservation and energy saving, for example, my country Thailand has established a Greenhouse Gas 
Management Organization and also introduced some tax incentives with regard to green house gas 
emissions (GHG). 
 
We note the WBG’s strategy on the Arab World.  We believe that the responsible working group is 
developing proposals and strategies that will benefit this group of countries as a whole. 
 
On demonstrating the best practice and in relation to knowledge and learning, MICs should be considered 
as a viable long-term partner with the WBG.  In this context, projects and programs must go beyond 
conventional approaches by demonstrating on how they will add to best practice development activity in 
the respective country setting.  MICs can be a catalytic factor for best practices to be emulated and 
adopted in LICs.  As such, programs need to fully utilize WBG’s resources as well as other available 
avenues to meet this approach. 
 
We believe the WBG could do more to actively share best practice and encourage arrangements for 
knowledge transfer across countries, regions, and sectors.  We therefore agree with the proposal by the 
WBG on three specific measures: (i) giving more weight to this goal in strategically managing staff 
rotation; (ii) ensuring that research and policy work goes beyond general principles and focuses on 
specific country-by-country needs; and (iii) reviewing the performance of the networks on this dimension. 
 
We contend that the WBG is still strongly relevant in global development.  The WBG should be dynamic 
in offering and expanding the choice of products and services.  We therefore concur with the WBG’s 
approach of accelerating the development and deployment through: (i) new financial instruments such as 
those helping countries to manage and reduce vulnerability to external shocks; (ii) existing and new 
products which help tackle sub-national challenges; and (iii) new arrangements with clear, consistent, and 
user-friendly guidelines. 
 
Overall, while we commend the efforts of the WBG on its work progress on each of the six strategic 
themes since the Fall Meetings of 2007, we recognize that much work remains to be done in order to gain 
ground on the WBG’s poverty agenda. We also believe that work on the six strategic themes can be 
expedited if global economic conditions are favorable.  Therefore, the challenges brought about by the 
current economic downturn, particularly the escalating prices of oil and food, has the potential to delay 
and even undo the economic gains achieved thus far if left unaddressed.  As such, we believe the WBG 
has a responsibility in assisting member countries, particularly the developing and poorest countries to 
manage these challenges. 
 
In this regard, we welcome the WBG’s response through its policy advice, financial support and global 
leadership. We also concur with the WBG’s approach to shape the international agenda and catalyze 
global action.  This entails working with donors and countries to minimize the adoption of policies with 
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negative spillover effects, monitoring and balancing the competing needs for food security and energy 
through its climate change agenda as well as encouraging the global community to refocus on investments 
in agriculture and social welfare. 
 
In conclusion, we welcome the progress report on the WBG’s reform. We wish to reiterate our position 
made during the Fall Meetings of 2007 whereby we strongly believe inclusive development also means 
giving greater voice for those most affected by our decisions. While we admit that it will take a while to 
realize the expected outcomes, we strongly believe that the directions entailed in the strategy will ensure 
efficient and effective involvement of the WBG in global development. 
 
 
Statement by Mr. Wayne Swan, Treasurer of the Commonwealth of Australia19 
 
Strategic Overview 
 
Recent world events have underlined the importance of promoting robust and sustainable growth to share 
improved standards of living. They also highlight that the poor remain the most vulnerable to 
developments in the world economy and climatic catastrophes.  
 
We have passed the half way point on the Millennium Development Goals. The need for a renewed effort 
in order to achieve the goals by 2015 is clear.  We currently risk not meeting six of the eight targets by a 
considerable amount.  
 
The World Bank Group is well positioned to assist developing countries achieve their goals by using its 
resources to introduce new ideas and to leverage the private sector and other development partners. The 
increased emphasis of the World Bank businesses on operating as a group and building internal and 
external partnerships is already yielding positive results. 
 
In this regard, we welcome the progress made within the WBG in the last six months. However, we also 
note that we need to build upon these efforts if we are to meet the goals we have set for ourselves. The 
strategic framework has been further elaborated and the resource implications are becoming clearer in the 
Budget process. We endorse the current approach to reallocate resources to higher priority areas and also 
to increase income flows to provide additional development resources. To achieve optimum results going 
forward, the Bank needs to align its organizational structure to support the strategy.  
 
We look forward to the evolution of how the strategic themes interrelate with both sectors such as 
infrastructure and cross-cutting issues such as gender.  
 
Constituency Developments 
 
The WBG is increasing its engagement with the constituency. In particular, we welcome developments in 
the Pacific region, including additional staff located in the region. The new PNG Country Assistance 
Strategy is a sign of improved quality of engagement.  
 
We appreciate the more strategic approach to development in the constituency. This is evident in the 
improved coordination of IBRD/IDA businesses with the IFC, such as in Mongolia, PNG and Cambodia. 

                                                 
19  On behalf of Australia, Cambodia, Kiribati, Republic of Korea, Republic of Marshall Islands, Federated States of 
Micronesia, Mongolia, New Zealand, Republic of Palau, Papua New Guinea, Samoa, Solomon Islands and Vanuatu 
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We look forward to an increased IFC and MIGA presence Pacific-wide and are encouraged by recent 
interest in working in the region. 
 
The WBG has also leveraged its effectiveness by working with other development partners in the region. 
We encourage the WBG to continue this approach, particularly given the increased development 
resources and initiatives expected in the region over the near term. 
 
Overcoming Poverty in the Poorest Countries 
 
We are pleased that the Development Committee will examine the strategic theme of overcoming poverty 
in the poorest countries. We agree that there is a strong need for donors to focus on Africa, but we also 
point out that significant poverty still exists in the Asia Pacific region.  
 
We agree that the Bank needs to be more innovative, nimbler and more accessible to its client base. We 
encourage the Bank to continue to identify new ways of working in producing innovative products, 
working at the sub-national level, and reducing the cost of its loan products. 
 
We are also aware of the considerable opportunities and challenges that high commodity prices currently 
present, particularly for the poorest countries. For instance, countries benefiting from resource revenue 
windfalls have unique opportunities to invest in their development priorities. At the same time resource-
poor countries are faced with escalating food and energy prices. We strongly support the Bank’s focus on 
these issues in the context of current market conditions. 
 
Fragile States 
 
We are also pleased to see that the issue of fragile states is part of the DC agenda. We agree strongly that 
this should be a priority for the Bank. There are special challenges in helping fragile states to meet their 
development aspirations. There are challenges of managing significant resource flows including recent 
windfall gains; large numbers of underemployed (especially youth); the breakdown of service delivery 
functions; and endemic corruption. Many fragile states are in or have recently been in conflict, which 
poses additional challenges to state-building.  
 
We also note that fragile states are often the most vulnerable to climate change and climate variability, 
due to the inability of the state to provide protection in case of natural disasters or long term climate 
change. This is particularly the case for small island states such as those in the Pacific.  
 
The Bank is well placed to apply its resources, tools and knowledge to the agenda. We welcome the 
placement of the fragile states agenda into one thematic network as it deserves a specific focus. 
 
We appreciate the frank assessment within the Bank that this area needs much greater research into 
challenges, but also more resources on the ground. We also appreciate that it is important to get right the 
incentives for attracting staff to fragile states. This is much more than just salaries and promotion 
prospects, but goes to ensuring that staff have sufficient autonomy on the ground to make decisions, while 
also receiving sufficient management support for their work.  
 
Voice and participation  
 
We believe that the discussion of voice and participation should be framed to include the interests of all 
shareholders. For some countries the issue is a re-alignment of voting interests. Recognizing that the re-
alignment of IMF quota is to be finalized soon, the Bank should work steadily towards consensus on 
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quota issues as part of a broader suite of initiatives improving the voice and legitimacy of all developing 
countries. 
 
The most important way that the Bank can ensure that the voice of the poor and marginalized is heard 
within the Bank is to ensure that developing countries, particularly smaller countries, are better served by 
the Bank. Important factors from this perspective are the quality of the Bank-country relationship, the 
standard of service, and the accountability of Bank management. In this light, the growing complexity of 
aid architecture, particularly in relation to Climate Change, needs to be monitored. 
 
Organizational Effectiveness Reform 
 
We are seeing many positive elements of internal organizational reform, which are important elements of 
Bank effectiveness for its clients. Bank instruments are being retooled, innovation encouraged, along with 
better loan pricing.  
 
There is still much work to simplify process steps and documents in decision making – something the 
Board shares responsibility for. There is also much work to be done on reducing the red tape within the 
Bank. The Bank is advancing on its Paris Declaration agenda, with an appropriate approach to the use of 
country systems. We look forward to the roll out of the Governance and Anti-Corruption work, as well as 
the INT policy and practice changes.  
 
 
Statement by Mr. Shamsudeen Usman, Minister of Finance, Nigeria20 
 
The meeting this year takes place against a backdrop of mixed prospects for Sub-Saharan Africa. Despite 
the fact that Sub-Saharan Africa, in the past few years, recorded its fastest pace of growth in more than 
three decades, the region lags behind by far on most of the Millennium Development Goals (MDGs). The 
situation is particularly difficult in the poorest and fragile states, the majority of which are in Sub-Saharan 
Africa.  
 
Global Monitoring Report 2008 
 
We welcome the 2008 Global Monitoring Report (GMR) and its focus on the challenges of development 
and environmental sustainability. We are however concerned that mid-way to the MDGs target date of 
2015, progress on the MDGs has been uneven, with Sub-Saharan Africa lagging behind. The report 
shows that some countries, many affected by conflict, have remained trapped in low growth and 
progress in poverty reduction has been slowest in fragile states. 
 
In order to address the constraining factors as identified in the GMR, such as slow growth, income 
inequalities, barriers to trade and financial market instabilities, it is critically important to accelerate the 
momentum for more inclusive growth at both global and country levels as well as to strengthen aid 
delivery mechanisms. We therefore call for renewed focus on infrastructure, agriculture, the impact of 
climate change and on the quality of education. 
 
We wish to underscore the importance of developed countries lifting trade barriers, especially on 
agricultural products including by shifting subsidies from farming activities to mitigating the impact of 
rising food prices on the most vulnerable populations. 
 
                                                 
20 On behalf of the Africa Group 1 Constituency. 
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We stress the need for additional financing and technology transfers in order to mitigate the impact of 
climate change in low-income countries. In this regard, strong and more inclusive implementation of 
environmentally sustainable policies should be pursued simultaneously with urgent action to mobilize 
appropriate levels of financing resources. 
 
IDA 15 
 
We applaud IDA donors and Bank Management for achieving a historic increase in IDA’s resources in a 
manner that is consistent with commitments made with respect to the financing of HIPC and MDRI. We 
commend the World Bank Group for the record increase in contributions to IDA. We regard the increase 
in IDA’s resources as a demonstration of commitment by our development partners to take concrete steps 
towards addressing the huge financing gaps that stand in the way of progress towards the MDGs and we 
expect the same level of commitment with respect to overall ODA.  
 
Going forward, successful implementation of the IDA 15 framework will be of utmost importance in 
ensuring maximum development outcomes from the available resources. We therefore urge the President 
to ensure effective delivery of these resources, especially in Sub-Saharan Africa.  
 
Fragile situations and post conflict states 
 
Fragile states face very serious development challenges. They are often characterized by weak 
institutional capacity, extreme poverty and sometimes, conflict, with potential spill-over effects on 
neighboring countries. With such conditions, fragile states are least likely to achieve the Millennium 
Development Goals (MDGs). 
 
Recognizing the difficult challenges of working in fragile states, we welcome the on-going efforts by the 
World Bank Group to increase resource allocations to help address these challenges. We encourage the 
Bank to strengthen its capacity to provide appropriate assistance in these situations. We also urge the 
Bank to be more flexible, have less conditions and act in a timely manner, in dealing with fragile states. 
We call for closer coordination and cooperation among our development partners, in order to maximize 
the effectiveness of their interventions in fragile and post conflict states. 
 
Growth Strategies 
 
Achieving high and sustained rates of economic growth is a key requirement for the attainment of the 
MDGs in Sub-Saharan Africa. Although progress in attaining the MDGs has been slow, growth prospects 
are improving in many Sub-Saharan African countries, with exception of fragile and post conflict 
countries as well as countries where growths rates remain low. 
 
In almost all Sub-Saharan African countries, poor infrastructure and inadequate energy constitute the 
binding constraints to growth and poverty reduction. In view of the huge financing gap for infrastructure 
development in many low income countries, especially sub-Saharan Africa, we encourage the Bank to 
develop new IBRD lending instruments for IDA and low middle income countries. Furthermore, there are 
many unexploited opportunities in key sectors such as agriculture which have not received adequate 
attention in the past. In addition to improving the policy and institutional environment, addressing these 
sectoral challenges requires strengthening of public institutions to deliver services. It must also be 
stressed that growth in Sub-Saharan Africa cannot be sustained without confronting the challenges of 
global public goods such as HIV/AIDS, malaria and climate change. 
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We therefore urge the Bank to ensure that its operations in Sub-Saharan Africa will address the challenges 
of uneven performance across and within countries, and take into account the current circumstances and 
opportunities presented by the external and increasingly globalized environment. 
 
One of the key requirements in this regard is significant increases in ODA to close the financing gaps. In 
this respect we call on the donor community to meet their obligations as agreed in Monterrey and 
announced during the G8 Gleneagles Summit, including the doubling of aid flows to low-income 
countries by 2010.  However, in the medium to long-term, financing for development is incomplete 
unless trade liberalization in goods and services is taken into account. Removing trade barriers and 
improving the business climate in developing countries can do more to generate self-sustaining economic 
development and reduce debt than any feasible increase in aid volumes. We therefore call on the Bank to 
further deepen its analytical work and technical assistance to developing countries, to help strengthen 
their capacities and remove impediments to their market access. It is also critically important to accelerate 
progress in the implementation of the Paris Declaration on Aid Harmonization and Alignment. 
 
Oil Price Volatility and the High Cost of Food 
 
The past few years have witnessed a steady rise in the price of oil, with spillover effects on food prices. 
The increase in food prices has to a large extent, also been due to the use of agricultural products as inputs 
for bio-fuels. This has fueled certain agricultural food prices, reduced the supply of these crops available 
for food and encouraged substitution of other agricultural land from food to bio-fuel production. Some 
other factors include increasing costs of production, rising consumption from fast developing economies, 
droughts and floods. 
 
We note that the combined effects of rising oil prices and food prices affect various consumer and income 
groups differently, with the poor being especially vulnerable. We therefore call on the Bank and 
development partners to urgently support programmes aimed at improving the availability of food to 
vulnerable groups. Such safety nets coupled with concerted efforts to improve agricultural productivity in 
rural populations, present the best way to eliminate hunger and improve the nutritional status of the poor 
while at the same time accelerating growth. 
 
Climate Change 
 
Given Sub-Saharan Africa’s geographic position and reliance on agriculture the effects of climate change 
threaten to derail much of the progress Sub-Saharan Africa has achieved in the last few years and this 
could deepen levels of poverty. Climate change is therefore a major development challenge for Sub-
Saharan Africa. 
 
As the Bank’s strategy on climate change evolves, we urge that it should be kept in line with the Bank’s 
primary goal of supporting growth and poverty reduction in developing countries, and in accordance with 
countries’ developmental needs. In this regard, we encourage that the role of the WBG in the climate 
change agenda should reflect the Bank’s mandate and comparative advantage. 
 
We urge the Bank to advocate and ensure the access by developing countries, particularly in Sub-Saharan 
Africa, to adequate financial resources without impinging on funds for other developmental needs. Such 
resources should be mostly grant funds and be made available without conditionality and on an 
incremental basis, to ensure that the achievement of MDGs is not further derailed. 
 
We look forward to a strategy hinged on the foregoing and also based on: (i) priority of economic growth 
and poverty reduction, (ii) increased access to energy for developing countries, (iii) adaptation to climate 
variability (iv) mitigation measures and (v) transfer of appropriate technologies. 
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Voice and Participation of Developing and Transition Countries 
 
We note the proposed package deal that was approved by the Executive Board of the IMF which did not 
lead to the desired outcome of increase in the voice and participation of low income countries. We wish to 
reiterate our call for an additional chair for Sub-Saharan Africa, in the BWIs.  We therefore urge the Bank 
to come up with a package of options, taking into account its broad and specific development mandate, 
which would lead to a genuine increase in the voice and participation of low income countries as 
envisaged, for consideration at our next meeting. Towards this end, we urge for the initiation of a political 
consensus building process among the major shareholders to help move the process forward. 
 
In conclusion, we appreciate and commend the efforts of the Bank in entrenching diversity and 
representation and urge that more should be done at all levels. 
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation and 
Development, Germany 
 
With the Monterrey follow-up conference in Doha, the Accra High Level Forum in Ghana and the UN 
High-Level Meeting on the MDGs in New York, some key international events will be taking place in 
2008 at which the international community will have to redefine how it can make further progress on 
development with a view to achieving the MDGs. The global environment is changing dramatically. New 
global challenges demand an intensified common effort on the part of the international community, a 
sharpening of the profiles of international players and a nuanced response to different conditions in 
different countries. The World Bank must assert a definite role. On the one hand, it has to take the lead 
internationally, setting the course for the search for new solutions to pressing global tasks. On the other 
hand, it also needs to more clearly define its own profile and improve its ability to adapt its operational 
model to adapt to the rapidly changing conditions and developments experienced by its various partners.  
 
Recent market developments 
 
The recent turbulences on the international financial market have developed into a severe financial crisis. 
The main causes have been the meltdown of the US housing market and, equally, the uncontrolled trading 
of securitised credits. Two main lessons should be learnt from this. First of all, the players concerned 
must in future operate more transparently and give fair warning of any risks they see emerging. And 
secondly, the weaknesses in the supervision and regulation of the trade in structured products must be 
remedied. 
 
The crisis will slow the growth of the global economy. Fortunately, the effects on developing countries 
have so far been limited.  Despite continued high growth rates in Asia and Africa, there is a risk that the 
economic downturn in major industrialised countries will suppress global demand for commodities, thus 
reducing the revenues of many resource-exporting developing countries. 
 
Food prices have soared, partly due to the increased production of agrofuels.  This is pushing up the 
number of people suffering from hunger. For every percentage increase in food prices, an additional 16 
million people are threatened with hunger. The worst affected are those very poorest countries that are 
dependent on food imports. In all the developing countries, it is the very poor, the landless, the urban poor 
and, above all, women and children who suffer the most. 
 
Therefore, assisting adversely affected and vulnerable groups will be an immediate concern in countries 
that are net importers of oil and food.  We need a common effort to attenuate the immediate undersupply 
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due to rising prices. The international community must encourage incentives for the agricultural sector to 
seize this unique opportunity for sustainable broad-based and pro-poor growth. In the short run, we need 
to shift from supplying food in kind to assisting in cash wherever possible. This would stimulate local 
markets and production and reduce food dependency. At the same time we have to multiply our efforts to 
help boost agricultural productivity by bringing rural development and sustainable agricultural growth 
more into the focus of international cooperation. It is vitally important that industrialised countries end 
their export subsidies by 2013, as specified in the Doha Development Round. Such a step would 
contribute not only to greater global trade justice but also to greater food security in developing countries 
by making it more worthwhile for them to cultivate agricultural produce. 
 
It is unacceptable for the export of agrofuels to pose a threat to the supply situation of the very people 
already living in poverty. We must take measures to counter this. We need rules that reflect all the various 
necessities – environment and climate change mitigation, food security, observance of minimum social 
standards. What that means in practice for the World Bank is that it should advise partner countries on the 
implementation of national food security strategies and biomass strategies as part of an integrated rural 
development concept.  
 
Strategies for long-term inclusive growth 
 
The binding constraints on growth must be thoroughly explored in country-specific analyses. 
Governments can play an important role in sustaining broad-based growth by providing infrastructure, 
education and specific regulations. I suggest continuing discussions about what are the key country-
specific factors for growth. The forthcoming final report by the Growth Commission could possibly offer 
an opportunity for such discussions. 
 
At the same time, we must use every available opportunity to boost any growth impetus. This includes, for 
example, President Zoellick's idea of a "one per cent solution" for equity investment in Africa. This would 
entail one per cent of global sovereign wealth funds being invested in boosting economic growth in 
Africa. We therefore welcome discussion of how the capital from funds of this kind can be mobilised to 
support economic growth in Africa. The World Bank could develop partnerships between governments, 
their sovereign wealth funds and the World Bank Group (IFC or MIGA). The Bank should also offer 
assistance in the field of capacity development so as to help governments work with potential investors 
such as sovereign wealth funds. 
 
In states with fragile conditions, governance and state-building are crucial elements for development. 
The focus must be on developing the human resources and building the organisational and institutional 
capacities required for achievement of the MDGs. Institution-building can only be fully effective when 
state institutions have legitimacy. They must guarantee fair and just treatment of all members of society. 
 
In countries seeing rising growth, broadening and diversifying the economic base is important in order to 
make the economy less vulnerable to external shocks. Self-sustaining growth can only be achieved if all 
groups of society can benefit. To this end, investment in social infrastructure and social policy should 
target poor groups in society in particular. 
 
In countries rich in natural resources, economic, industrial and investment policies can help to create 
business opportunities for the local economy. Furthermore, governments should spend the revenues from 
these natural resources on investment in education and infrastructure improvements. It would be a 
welcome development if all resource-exporting countries were to joint the Extractive Industries 
Transparency Initiative (EITI) so that transparency and good governance could be extended to all relevant 
areas of a sustainable extractive industries sector. 
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Finally, regional integration and the strengthening of economic ties between neighbouring countries are 
important in sustaining growth. The level of trade within Africa is still low compared with other regions. 
Greater economic integration could generate additional momentum for growth. Trade-related assistance 
also plays an important role in achieving these objectives. The Bank could play an important part in 
supporting multi-country measures for regional integration and enhancing trade capacities, both at the 
institutional level and at the level of physical infrastructure. Aid for Trade targets to improve the capacity 
to negotiate, the capacity to implement, and the capacity to trade can contribute to regional integration in 
Africa. 
 
Although sustained growth rates have helped reduce poverty, they have been accompanied by increasing 
income inequality in many developing countries. But inequality is not an inevitable by-product of growth, 
and income disparities must not be taken as a political given. Institutions and politics do matter and we 
need to seek out best practice from countries where growth and economic development have benefited 
large sections of the population. Better institutional quality, targeted distributional policies and security 
nets can help to avoid growing income disparities. 
 
Accelerating progress towards the Millennium Development Goals 
 
Looking ahead, the challenge of reaching the MDGs will increasingly centre around low-income 
countries, and especially fragile states. Weak organisational and institutional structures and inappropriate 
or inadequate skills are but a few of the reasons that additional financial resources alone do not lead to 
better outcomes. What is needed is a more comprehensive approach towards development effectiveness, 
and – inextricably linked – strengthening partner countries’ institutions. In this regard, partner countries 
themselves contribute to aid effectiveness by taking responsibility for and being committed to 
strengthening local capacities. 
 
As we reach the midway point to the target year for the MDGs, we have made significant progress. 
Nonetheless, huge challenges remain, especially in human development MDGs. We need to fight child 
and maternal mortality in particular. Also, we need to step up efforts to fight HIV/AIDS, improve 
reproductive health services and pursue a systematic approach in the health sector. We must continue 
providing substantial support for initiatives targeted at fighting HIV/AIDS, malaria and tuberculosis. 
 
Women's economic empowerment is vital to achieving the MDGs. Women have so far not been integrated 
into society in a way that reflects their potential and their capabilities. The lack of economic 
empowerment for women is an obstacle to poverty reduction and economic growth. 
 
We welcome recent moves within the Bank to resolutely increase efforts to align its work more closely 
with human rights standards and principles.  We encourage the Bank to pursue its efforts to ensure that 
its actions are aimed not only at respecting human rights but at actively contributing to their realisation in 
our partner countries through the integration of the human rights dimension into sector strategies and 
operations. 
 
Fragile states are lagging behind on the MDGs. We therefore need to step up our efforts in the fields of 
state-building, peace-building and capacity-building and the coordination of bilateral and multilateral 
players.  The World Bank can play an important role in mobilising and catalysing increased donor 
funding. To minimise the risk of project failure, sequencing is important, as is a realistic analysis of the 
prevailing risks in the country concerned. 
 
Despite having made considerable efforts, the international donors are still not doing enough to enable 
the Millennium Goals to be achieved by 2015.  In general, international ODA has plateaued at a high 
level. The German government stands by the pledges it has made and we are increasing ODA as 
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promised. To preserve the credibility of the international community, we need to search for new sources 
of funding and innovative instruments to generate the funds needed to fight global poverty.  
 
Leveraging support for the provision of Global Public Goods 
 
We believe that IFIs play a pivotal role in bringing together governments from both developing and 
developed countries to address the issue of global and regional public goods.  With global support, IFIs 
will be enabled to generate knowledge, mobilise resources and provide implementing capacities. At the 
same time, IFIs can assist developing countries in mainstreaming the provision of global and regional 
public goods in their development strategies. However, there is still a need to elaborate a common view 
on how IFIs such as the World Bank should and could provide global or regional public goods. This 
includes in particular mainstreaming global strategies into country programmes, harmonising concepts, 
strategies and financing mechanisms, generating knowledge on methodologies and best practices, and 
exploring innovative mechanisms to provide resources for global and regional public goods. 
 
Environmental sustainability must be integrated into core development work.  Economic development 
strategies have to try to decouple growth from the consumption of natural resources. Appropriate tools 
like Environmental Impact Assessments and Strategic Environmental Assessments can help to define 
elements for a country-specific framework for inclusive and sustainable development and to preserve 
biodiversity. The World Bank and IFIs play an important role when it comes to developing and applying 
common approaches for Strategic Environmental Assessments. 
 
It is crucial for all International Finance Institutions to respond appropriately to the challenge of climate 
change.  IFIs will have to focus increased attention on environmental sustainability and the threat of 
climate change. The challenge goes beyond mainstreaming environmental issues in strategies and 
operations. All IFIs are expected to scale up their work on climate change mitigation and adaptation. 
 
Generally, meeting the challenge of climate change will take a long-term, binding commitment from all 
countries to mitigate greenhouse gas emissions – according to the principle of “common but 
differentiated responsibilities”. However, this needs to be coupled with serious international efforts in the 
field of technology transfer, development and diffusion in order to enable developing countries to 
contribute to this global effort. We welcome the fact that the Clean Energy for Development Investment 
Framework and the new Strategic Framework on Climate Change call for increased efforts in this area. 
 
We therefore look forward to further work on establishing a portfolio of strategic climate investment 
funds (CIFs) to facilitate early transformational climate action.  At the same time, we must ensure that 
new structures support the UN negotiating process on a post-2012 international climate agreement. The 
strategic climate investment funds (CIF) should pave the way to such a post-2012 climate agreement. 
 
It is important that this initiative convey a positive message with regard to the coherence of global 
initiatives.  Existing financing instruments and tried-and-tested mechanisms must be part of the solution. 
These mechanisms should – wherever necessary – be complemented and further developed in order to 
generate real value added. We need to avoid duplication with existing finance mechanisms, such as the 
GEF, the new Adaptation Fund established in Bali and the Forest Carbon Partnership Facility. 
 
It is absolutely essential that the partner countries be assiduously involved in the design of these 
initiatives and their decision-making structures.  To maintain the credibility and transparency of global 
initiatives, decisions on their further development should be made in a process that is as open and 
inclusive as possible. 
 



 102

Ensuring effectiveness within a changing aid architecture 
 
Overall, there is a growing mismatch between the increased complexity of the international aid 
architecture, the need to respond to new players and challenges, and the need to adapt to a country-
specific platform of aid strategies and systems.  Country-based platforms are at the core of all efforts on 
aid effectiveness, harmonisation of strategies and programmes, and the division of labour between 
multilateral, bilateral agencies and new development players. IFIs can play an important role in bridging 
the gap between country perspectives and global action. 
 
However, global trends and rapid changes in the international set-up for responding to new challenges 
should generally not undermine the country-specific platform.  New sources of funding, new vertical 
funds, new development players and expanded partnerships need to be integrated into the aid architecture. 
To ensure gains in development effectiveness, however, it will be crucial to scrutinise carefully in 
advance how to build these elements into the country-led aid systems. The notion of a “competitive 
pluralism” of new players on the ground, as opposed to a “mushrooming effect”, needs careful further 
consideration in order to maximise effects on the ground. Also, the trend towards changes in the 
international aid architecture needs to be accompanied by greater decentralisation of its key actors. 
Integration of all relevant partners into a localised, country-based dialogue is vital in integrating global 
programmes into national development priorities and strategies. 
 
This autumn's High Level Forum in Accra will be an opportunity to address this question of integrating 
global programmes into country programmes.  Discussion must also focus on how to prevent the 
additional funding for global programmes being consumed by increasing transaction costs. As well as the 
necessary coordination at international level and the division of labour between the organisations, it is 
equally important to strengthen partner countries' own capacities so that they can take on coordination on 
the ground and thus define a division of labour that is appropriate to the specific conditions in the country 
concerned. That is why capacity development remains a focus of the international community's attention. 
It is another topic we should address in Accra. The World Bank must take a proactive role in this process 
and be prepared to adapt its way of doing business to a common approach. 
 
Bringing forward the voice agenda 
 
This topic has been on the agenda for years; now it seems the time is ripe for the World Bank to make 
real progress on reforms. Whilst the IMF has made substantial progress in its reform discussion in recent 
months, we at the World Bank are lagging behind. We should endeavour at this Spring Meeting to define 
the parameters of a package of reforms, thus breaking the logjam in the reform discussion. 
 
The reform discussion centres around the selective capital increase and an increase in basic votes. A 
selective capital increase would be the right instrument to give dynamic emerging economies a stake in 
the Bank that reflects their importance. The best way to ensure that the voice of smaller developing 
countries is heard is by increasing basic votes. This is an area in which we can follow the lead of the IMF, 
where it seems likely that basic votes will be trebled. 
 
However, we should not take what is happening in the IMF as a frame of reference in every way. The 
World Bank and the IMF are separate institutions with different mandates and tasks ("sisters, not twins") 
– therefore they can have different voting rights structures wherever it is justified by their differing 
mandates. This means that, alongside the new IMF quota, the World Bank can draw on its own specific 
criteria for identifying countries that have a right to shares. 
 
Voice and representation have a local dimension. That is why the voice discussion must also be reflected 
in improvements in developing countries' say in the design, implementation and evaluation of World Bank 



 103

programmes and projects within local dialogue and coordination structures. One aspect of this is the 
continued development of the appropriate instruments, such as the Poverty and Social Impact 
Assessments, in order to permit an open and democratic dialogue on different policy options in the 
partner countries. 
 
When conducting analysis, the World Bank should draw more on research institutions in the partner 
countries.  This will at the same time serve to strengthen their capacities.  The increased use of country 
systems in procurement and planning processes also helps to build capacities. 
 
 
Statement by Mr. Li Yong, Vice Minister of Finance, People’s Republic of China 
 
We welcome the Global Monitoring Report submitted to the Development Committee and the discussion 
of the two important issues of overcoming poverty in the poorest countries, and fragile and post-conflict 
countries. I would like to make some comments on these two topics and related issues. 
 
Overcoming poverty in the poorest countries 
 
Achieving the Millennium Development Goals 
 
We are at the midterm of the road towards MDGs, while challenges remain enormous for their full 
achievement. At current stage, the shortage of development financing remains the core constraint against 
the expected progress in MDGs. The developed countries should take concrete steps to undertake their 
obligations, to increase the core development assistance, and to scale up their ODA-to-GNI ratio to the 
UN goal of 0.7 percent. 
 
The full achievement of MDGs depends heavily on the progress in the least developed countries, 
especially those in Africa. In this regard, the international community should focus on addressing the 
critical constraint on their economic growth, promote the development of productive sectors like 
infrastructure, agriculture, and industries, and help the countries usher in a benign circle of growth, 
poverty reduction and development. 
 
Growth Strategies 
 
To promote the economic growth of the poorest countries, attentions should be paid to the balance in the 
following three aspects: 
 

 Keep the balance between the software and hardware. While improving the domestic policy 
and institutional environment, it is important to stress the input into the productive sectors, 
especially the bottleneck areas such as infrastructure and agriculture. 

 
 Keep the balance between the public and private sector. The public sector should play a 

leading and supplementary role when the private sector is yet to be fully developed. 
 

 Keep the balance between short-term growth and long-term development. Sustainable 
development should be achieved by promoting economic growth while maintaining the 
sustainability of environment and social development. 

 
Economic growth depends on a fair and stable international environment. It requires an international 
trading system which provides equal opportunities for all parties to benefit. It calls for a stable and orderly 
international financial and monetary system, and a global economic system which facilitates the free flow 
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of all production factors including labor and technology. This is the prerequisite for the global common 
development. 
 
South-South Cooperation and Regional Cooperation are effective ways and means to promote growth. 
They not only expand development financing, and trade and investment opportunities, but also enable the 
developing countries to directly learn from each other the proven development experiences. The Bank and 
IMF should take full advantage of their strengths to promote the South-South Cooperation and Regional 
Cooperation. Meanwhile, it should be pointed out that South-South Cooperation is a complement to the 
North-South Cooperation rather than an alternative. The developed countries should fulfill their 
commitment under the UN development aid framework, increase their aid level, and help effectively the 
developing countries achieve the MDGs. 
 
Fragile Situations and Post-conflict States 
 
We support the Bank’s effort to promote capacity building and social development in fragile and post-
conflict countries from the economic perspective by utilizing its comparative advantage. The Bank should 
proceed its related work under the context of the UN framework. In dealing with politically sensitive 
fragile and posts-conflict countries, the Bank should adhere to its mandate set forth in its Articles of 
Agreement and play its role according to the political consensus led by the UN.  
 
We support the Bank’s work in promoting the economic development and poverty reduction in fragile 
and post-conflict countries through improving government and institutional capacity-building. 
Meanwhile, we hope that the Bank will also provide direct support to these counties for their productive 
sectors such as infrastructure to facilitate an early achievement of MDGs. 
 
World Economic Situation 
 
Since the sub-prime crisis, there has been a persistent depreciation of US dollars, turmoil in international 
financial market and notable slow down of the world economic growth. The main characteristics include 
the dual risks of growth slow-down and higher inflation expectations in major developed economies, 
price rise of major commodities, accelerated fluctuation of international capital market, and rise of 
protectionism. They will have long-term implications on the global development if measures are not taken 
without delay. This is because: 
 

 The loose monetary policy of the major developed countries in response to the short-term 
credit crunch might lead to sustained excessive global liquidity from a medium and longer-
term perspective. Moreover, as the global food and energy prices soar, factor prices of labor 
and land resources increase, many developing countries, the emerging economies in 
particular will encounter huge pressures of inflation, economic overheating and asset bubbles. 

 
 The US economic slowdown and deepening financial market crisis have made the external 

economic environments for developing countries more complex, bringing about enormous 
uncertainty to the growth prospect and monetary and financial stability of developing 
countries. 

 
 Although the price increase of main commodities propels economic growth in some low 

income countries, the price hike of food brings tremendous sufferings to the most vulnerable 
groups and poor countries with relatively high Engel-Coefficient. It even threatens food 
security in some countries, thus affecting adversely the progress towards MDGs in the years 
to come. 
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The World Bank and IMF should carefully assess the strategic implications of current global economic 
situation on development. We appreciate the vision of “inclusive and sustainable globalization” proposed 
by President Zoellick. The concept of inclusiveness and sustainability should apply not only to 
developing countries, but also to the current international economic system including the developed 
countries. We call on the World Bank and IMF to: 
 

 Urge the developed countries to adopt effective measures to resolve financial crisis, 
strengthen market supervision, prevent credit risks, and implement responsible monetary and 
exchange policy. 

 
 Support developing countries in transforming their growth pattern, sustaining stable 

economic growth and guarding against financial risks. 
 

 Follow up the external impact of measures taken by developed countries to tackle financial 
crisis, help developing countries properly deal with inflation pressure, strengthen supervision 
of international capital flow, and maintain market stability. 

 
 Pay close attention to the food and energy security of developing countries, prevent and 

alleviate damages of high oil and food price to developing countries. 
 

 Commit to addressing the systemic issues in the global economic system, reforming 
international aid architecture, international monetary and trade systems so as to make them 
conform with the objective needs of economic globalization. 

 
In the recent years, the rising price of main commodities has become major factor affecting the entire 
global economy, bringing forth important implications on global inflation expectation, terms of trade and 
global wealth allocation. 
 
We have noted that the rise of major commodity price has improved the fiscal condition in some 
developing countries whose fiscal revenues are generated mainly by the export of primary commodities. 
We support the international community to scale up technical assistance for strengthening management of 
fiscal revenue and expenditure at request of relevant countries. However, we emphasize that work in this 
respect should be done on the basis of equal consultation with full respect for the ownership and 
development needs of those countries and should focus on capacity-building. 
 
For those poorest and most vulnerable countries adversely affected by food and energy price hike, we call 
on the international community, the multilateral development banks in particular, to scale up their support 
to protect the basic food and energy security. 
 
Strengthening Voice and Representation of Developing and Transition Countries (DTC) 
 
Enhancing the voice and representation of DTC in the decision-making at the World Bank Group is a 
fundamental requirement for the Bank as a multilateral development institution. Regrettably, the World 
Bank has made little progress in this important agenda. We urge the management of the Bank to continue 
its effort and call on the developed countries to demonstrate political will, in order to reach consensus in 
the package of options. 
 
We are of the view that overall increase of the voting power of the DTC and allocation of 50% of the 
capital shares to DTC should be the fundamental goal of the Bank reform. We do not advocate the 
Selective Capital Increase if it merely reallocates the shares among the developing countries. On such 
basis, we are open to all specific options on reforming capital structure and voting. 
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We encourage the Bank to review the selection process for the heads of the BWI. The Bank should 
increase the transparency and merit-based competitiveness in the selection process and ensure the broad 
and equal participation of all nationals.  
 
We support the increase of additional chair in the African constituencies in the Board. We also call for a 
higher representation of DTC nationals in senior management positions. We hope that the Bank will 
develop as soon as possible an action plan for implementation. 
 
Moreover, as the Bank has a different mandate from IMF, it has no need to copy mechanically the Fund 
reform, but it can be informed by the experience of IMF. 
 
Climate Change 
 
Climate change is a global issue and needs global efforts. Developed countries must acknowledge their 
historical responsibilities and their current high per capita emissions. They should strictly fulfill their 
emission reduction obligations under Kyoto Protocol, and take the lead in reducing emissions in post-
2012 era. Developing countries need to do their best to contribute to the issue of climate change in line 
with their abilities. 
 
UNFCCC and Kyoto Protocol serve as the legal basis for international cooperation on combating climate 
change and the main channels for international cooperation. The Bank’s engagement in climate change 
must be consistent with the progress of political negotiations on the UNFCCC and Kyoto Protocol and 
follow the principle of “common but differentiated responsibilities”. 
 
Climate change is fundamentally a development issue. It is neither desirable nor feasible to either 
compromise economic development for the sake of combating climate change or ignore climate change in 
sole pursuit of economic growth. The Bank should take poverty reduction and development as its core 
mandate in dealing with climate change. It should give priority to the energy demand of developing 
countries and the poor, and provide concessional financial resources, technologies and services to this 
end. 
 
Financial support, dissemination and application of new technologies are critical for developing countries 
to address climate change.  We encourage the international communities to actively explore new financial 
resources and innovative financing mechanisms, develop concrete and effective technology transfer and 
cooperation mechanism, help developing countries improve their ability in joint response to the climate 
change. We hope that the Bank can play a more active role in this process. 
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Prepared Statements Submitted by Observers 
 
 
Statement by Mr. Haruhiko Kuroda, President, Asian Development Bank 
 
On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 77th meeting of the Development Committee as an Observer. 
 
Regional Outlook  
 
In 2007, developing Asia and the Pacific region recorded the highest average growth in almost two 
decades—8.7%. This growth was led by the People’s Republic of China (PRC), which expanded by 
11.4%, its fastest rate in 13 years. Growth of the region in 2008 is expected to remain at a robust 7.6%, 
only slightly below the past 5 years’ average, impacted by a coincident slowdown in the United States, 
Europe, and Japan; surging food and fuel prices; and a credit crisis in global financial hubs. Prospects will 
also depend on the extent to which Asia’s real exchange rates appreciate, as well as the region’s ability to 
tap the potential of overseas markets especially if there is any significant rise in trade or investment 
protectionism. Nevertheless, sound policy frameworks and the productivity growth associated with the 
region’s modernization and structural transformation should continue to sustain strong growth. 
 
Inflation is perhaps the most potent threat facing the region today. In 2007, there was a 25-year inflation 
high of 6.6% in Singapore and an 11-year high of 8.7% in PRC and 15.7% in Viet Nam. Excluding food 
and energy prices, core inflation is also on the rise across much of the region. In 2008, inflation is 
expected to accelerate further. Inflation is anticipated to be the highest in Central Asia. Taming these 
inflation expectations and reining in fiscal deficits that are being bloated by fuel, food, and power 
subsidies are challenges facing a range of countries in the region. Some small economies that are both net 
food and fuel importers could see their situations deteriorate. Furthermore, fiscal prudence is under threat 
from rising subsidy bills on fuel, fertilizers and staple foods, as in India and Bangladesh.  
 
Coordinated policy responses to mitigate price pressures on fuel and food commodities may be required, 
and monetary and fiscal policy could provide further support should the external environment continue to 
deteriorate. However, it is important that the policy response be country-specific, and authorities in East 
Asia should be cautious in using fiscal stimulus, as many emerging economies are still in the process of 
strengthening their fiscal framework for the national economy. 
 
Addressing Poverty in Low Income Countries of the Asia and the Pacific 
 
More than 600 million people in the Asia and Pacific region still live in absolute poverty, defined as less 
than $1 a day, and almost half of the world’s absolute poor live in South Asia alone. One of every two 
individuals in the region—or 1.7 billion people—remains poor, as measured against the $2-a-day 
benchmark. In developing countries eligible for funding from the Asian Development Fund (ADF), 100 
million people—15% of the population—still live in absolute poverty, and almost 400 million people—
almost 60% of the population—subsist on less than $2 a day.  
 
ADF is a major instrument of concessional financing that has supported equitable and sustainable 
development for the region since 1973. Funded by ADB's donor member countries, ADF offers loans at 
very low interest rates as well as grants to help reduce poverty in ADB's poorest borrowing countries. 
ADF has contributed significantly to Millennium Development Goal (MDG) outcomes through a large 
volume of outputs delivered in several sectors. For MDG 1 (eradicating extreme poverty and hunger), 
ADF operations in transport, energy, and rural infrastructure have helped to foster growth and reduce 
poverty, especially in rural areas. In the past decade, ADF financed the construction or rehabilitation of 
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more than 40,000 kilometers of roads (including rural roads). This has brought tangible benefits to the 
poor, including higher household incomes through better access to markets; higher productivity, and 
lower commodity prices as a result of the greater availability of goods and lower transport costs; and 
better access of the poor to basic social services, such as education and health services. In addition, for 
MDG 7 (ensure environmental sustainability), ADF has provided more than 200,000 new household 
water connections and over 10,000 kilometers of drainage and sewage systems during the same period. 
Better access to clean water and sanitation especially benefits women, as it enables more time to engage 
in income-earning opportunities or receive a formal education. However, countries in the region are 
unlikely to meet many of the MDG targets including those on gender parity in primary and tertiary 
education. Support for education will continue to be an important priority in ADF operations.  
 
ADB is in the midst of negotiations with donors on replenishing ADF (ADF X), as the region still 
requires large amount of concessional resources to end poverty. ADF X, will help countries continue to 
strive toward many development goals, including improving the business climate and developing the 
private sector, making progress on governance and anticorruption, and combating communicable 
diseases.  
 
ADF, together with other special funds and trust funds—are expected to provide the largest amount of 
ADB financing to fragile countries and situations, or those countries and areas with generally weak policy 
regimes, economic vulnerability, and weak institutions. In these countries, often small sized, ADF 
operations emphasize partnerships, innovation and flexibility, country ownership, and sound diagnostics. 
ADB is aligning its development assistance with other funding agencies at strategic and project levels, 
and continues to pursue deeper, more flexible, and longer engagement in capacity enhancement and 
institutional development, sometimes with legitimate non-state actors. 
 
ADB gives special regard to the needs of the smaller or less developed member countries in the region. 
Countries in the Pacific are particularly vulnerable to natural disasters and external shocks, and 
disadvantaged due to their small size and remote location. They also have some of the greatest needs in 
terms of capacity development. Recognizing this, the Performance Based Allocation system in ADF has 
established a separate pool for the Pacific countries.  
 
The Environment and Climate Change  
 

ADB recognizes that the poorest people in the poorest countries will suffer most from climate 
change, manifested directly in heat waves, rising sea levels, disrupted rainfall patterns, and more frequent 
and severe storms, and indirectly in consequent crop failures, floods, and greater disease exposure. 
Therefore, as part of the global effort to mitigate climate change, ADB is assisting the region in moving 
its economies onto low-carbon growth paths by improving energy efficiency, expanding the use of clean 
energy sources, reducing fugitive greenhouse gas emissions, and arresting deforestation. ADB aims at 
increasing its lending for energy efficiency projects significantly, at least $1 billion per year by 2008. 
ADB also aids countries in adapting to the unavoidable impacts of climate change—including those 
related to health—through national and municipal planning, investments in defensive measures, support 
for insurance and other risk-sharing instruments, and “climate-proofing” projects. ADB also assists with 
sustainable management of forest and other natural resources for provision of clean water supplies, 
protection of biological diversity, and sequestration of carbon from the atmosphere to offset greenhouse 
gas emissions.  
 
Private sector investment will constitute the largest share of investment and financial flows required to 
address climate change in the region. However, there is a priority need for ADB to scale-up direct 
investments and public-private-partnership opportunities to address climate change. ADB is helping its 
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developing member countries create an investment environment conducive to private investment that can 
reduce GHG emissions. For example: 
 

 to address the inadequate supply of capital that can be accessed by small and medium-sized 
clean energy companies in Asia, ADB plans to invest $100 million in up to five private sector 
funds specializing in the clean energy sector.  

 
 in partnership with UNEP and the Global Environment Facility, the Seed Capital Assistance 

Facility for renewable energy and energy efficiency projects will provide grants for technical 
assistance to private equity fund managers and entrepreneurs to develop sustainable clean 
energy funds and financing for the early stages of such projects. 

 
Through ADB’s Carbon Market Initiative, our developing member countries receive technical assistance 
and financing during the project development stage; afterwards, they deliver carbon credits once the 
projects are operational. In addition to the existing $150 million Asia Pacific Carbon Fund, we are 
proposing a Future Carbon Fund, which will pay upfront for post-2012 carbon credits to be generated by 
ADB-assisted projects. We are also striving to make several critical sectors benefit from carbon trading 
schemes – for example public transportation projects (e.g., bus rapid transit) and small energy efficiency 
projects (e.g., compact fluorescent lights). 
 
ADB’s Long Term Strategic Framework (2008-2020) 
 
Strategy 2020.  On 7 April, ADB’s Board of Directors approved the Bank’s new long-term strategic 
framework for 2008–2020, known as Strategy 2020. This strategy reshapes ADB as a more effective and 
innovative development institution in support of its vision of an Asia and Pacific region free of poverty. 
Under Strategy 2020, ADB will focus on three interconnected strategic agendas: inclusive growth, 
environmentally sustainable growth, and regional integration. In addition, it will emphasize five drivers of 
change: private sector development, good governance and capacity building, gender equity, knowledge, 
and partnerships in all of its operations. Under Strategy 2020, ADB will become a more focused, selective 
institution. By 2012, 80% of its lending will be in five core operational areas: infrastructure, the 
environment, regional integration, financial sector development, and education. These are areas in which 
ADB can be most relevant and have the most impact in the region. 
 
ADB’s development strategy is anchored in the concept of inclusive growth which has two mutually 
reinforcing elements. First, high, sustainable growth creates and expands economic opportunities. Second, 
broader access to these opportunities ensures that all members of society can participate in and benefit 
from growth. ADB’s support for achieving inclusive growth includes investment in infrastructure to 
connect the poor to markets and to increase their access to basic productive assets such as credit. ADB 
also supports investment in education and essential public services, such as water and sanitation, which 
particularly benefit the poor and women. Such investments provide opportunities for all to improve their 
standards of living, thereby contributing to economic growth, poverty reduction, and the mitigation of 
extreme inequalities. 
 
Only growth that is environmentally sustainable can eliminate poverty, since many of the poor depend on 
natural resources for their livelihoods. To realize environmentally sustainable growth, ADB supports the 
use of environmentally friendly technologies, adoption of environmental safeguard measures, and 
establishment of institutional capacities to strengthen their enforcement. Through regional cooperation, 
ADB promotes effective approaches and solutions and facilitates transfer of knowledge and technologies 
on environmental management. In addition, as discussed above, ADB is further strengthening initiatives 
for mitigating climate change on account of Asia’s rising contribution to carbon dioxide emissions, and 
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for adaptation on account of vulnerability of many countries in the region to the consequences of climate 
change. 
 
Paralleling its support for national programs that reduce poverty and raise living standards, ADB will step 
up its assistance for regional cooperation and integration.  ADB will assist DMCs to realize growth 
through integration and closer links with their neighbors. Larger regional markets for goods, services, and 
capital will raise the efficiency of resource use and enhance the region’s global competitiveness. Closer 
regional coordination will elevate the overall quality of policy and reinforce the abilities of countries and 
regions to respond more effectively to sudden or unexpected changes in economic circumstances.  This 
scaled-up effort comes at an opportune time as leaders in the region are increasingly committed to greater 
economic integration, open regionalism, and cooperation on a range of transboundary issues. 
 
It is expected that ADB’s lending portfolio will change and be more heavily weighted in its new strategic 
and operational areas, and that it will differ from ADB’s current portfolio of loans in four respects: 
ADB’s operations will increasingly be concentrated on the five core operational areas and comprise 80% 
of its total annual approvals by 2012; ADB’s support for the development of the region’s private sector 
will increase significantly, both in the number of ADB-financed projects and in its share of ADB’s annual 
operations with a target of 50% by 2020; ADB will progressively increase its assistance for 
environmentally sustainable development and those investments will represent a significant share of ADB 
operations by 2012; and ADB will progressively raise its aggregate public and private lending at the 
regional and subregional level reaching at least 30% of overall operations by 2020. 
 
ADB considers it critical to the successful implementation of Strategy 2020 that its management 
monitors, measures, and reports on the Bank’s development outputs and outcomes. ADB is developing a 
new results framework for this purpose. Based on this results framework, ADB will assess and report on 
progress in implementing Strategy 2020 through its annual Development Effectiveness Review.  
 
 
Statement by Mr. Louis Michel, Commissioner for Development and Humanitarian Aid, European 
Commission 
 
Achieving the MDGs 
 
Looking at progress made up to now towards the achievement of the MDGs, the picture remains mixed: 
encouraging steps forward have been taken, but much still remains to be done. In particular Africa lags 
behind. Despite the sustained economic growth the continent has experienced over the last six years, no 
commensurate reduction in poverty has taken place. 
 
The decrease in global aid levels for the second year in a row is particularly worrying. The EU's collective 
aid also decreased last year, although several member states continued to substantially increase their aid 
volumes.  Renewed efforts are urgently needed by all. Since Monterrey, the EU has been leading the 
global effort to increase aid flows to developing countries. Even if 2007 did see a decrease in 
development finance in real terms as compared with 2006, the ambitious targets set for 2010 and 2015 
remain credible. The EU continues to shoulder the lion's share of global aid commitments and pledges to 
Africa, and its share in total ODA has further increased. It will contribute 90% of the scaling up of aid in 
real terms from 2006 to 2010 (€20.4 billion out of €22.3 billion). This is not appropriate. A better 
distribution of the efforts made by each country is an absolute necessity. 
 
Beyond the volume of aid, and in order to eradicate poverty and achieve the MDGs we also all agreed in 
2005 in Paris that aid delivery should become more predictable and effective. We took a number of 
initiatives to that end, with a particular focus on alignment and division of labour. It is now time to move 



 111

more decisively and fundamentally and to change the way we manage development cooperation. The EU 
Code of Conduct on Division of Labour is one example of how to move ahead. The MDG contract aimed 
at providing more predictability in aid disbursements is another one. 
  
Beyond that, we need specific actions to accelerate progress. We do not need new promises but should 
translate existing commitments into ambitious deliverables in the areas of growth, agriculture, education, 
health, infrastructure and the environment. The work of the MDG Africa Steering Group is a good step in 
that direction and needs to be complemented by other initiatives. 
 
At the political level, the Joint AU-EU Strategy signed in Lisbon represents one example of a political 
partnership which should allow us to address the MDGs as one of many interrelated dimensions together 
with peace and security, governance and human rights, trade and regional integration.  
 
All these efforts are necessary. However, they only represent the translation of commitments entered into 
in 2005. Since then, new challenges have arisen, which must be adequately addressed. Climate change is 
the main one. In this respect, current ODA levels and pledged resources will not be sufficient to help 
developing countries deal adequately with adaptation needs. Innovative sources of financing should come 
in addition to ODA commitments. 
 
As the World Bank agenda underlines, sustaining and maintaining effort is key. Scaling up aid is essential 
for the end of poverty, but it has to go along with substantial changes in the way donors operate.  
 
Growth Strategies in Africa 
 
Macroeconomic forecasts for Africa point to the continuation of the positive trends of the past few years 
with growth remaining sustained, inflation moderate and monetary and fiscal policies supportive. Set 
against the ongoing turmoil in the global financial markets and the slowdown in the US economy, this 
scenario underlines two important facts. First, it highlights that Africa is reaping the benefits of the 
stronger macroeconomic fundamentals established over the past two decades. Secondly, it stresses the 
fact that risks for the near future are largely on the downside. This calls for appropriate policy reactions 
combining appropriate macroeconomic responses with careful targeting of safety nets, programmes to 
shield the poor and long term measures to broaden the sources of growth.  
 
With regard to the latter, it is important to stress the key role that private sector development, 
infrastructural investment and regional integration will continue to play in Africa's long term 
development. From this point of view, better management of Africa's natural and human resources will 
equally play a crucial role. Those African countries which are rich in natural resources must be able to 
turn this wealth into long-term sustainable growth. The importance of good governance, increased 
transparency and sustainable exploitation is clearly paramount. It should also be stressed that, contrary to 
what is often stated, there is no real trade-off between growth and the human development MDGs. 
Progress in health and education is needed to sustain improved productivity and the latter is required to 
generate the resources that can sustain an expansion in the quantity and quality of services in health and 
education. Increased and more predictable resources from donors can play a crucial role in bridging any 
timing gap between these two processes. 
 
Finally, two challenges still need to be addressed and should be addressed as a matter of priority. The first 
concerns the many African countries that remain trapped in conflict or situations of fragility. Their 
growth performance has remained poor, their management of natural and human resources has often 
unsatisfactory and their influence on better performing neighbours has been negative. The second 
concerns the need to integrate environmental sustainability into growth strategies taking into due account 
that African countries are among those most at risk from climate change.  
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Fragile Situations and post-conflict states 
 
In 2007, the European Union established the analytical and conceptual basis for tackling its cooperation 
with countries and regions in situations of fragility in a more systematic and strategic way. In October 
2007, the European Commission adopted a Communication entitled "Towards an EU response to 
situations of fragility - engaging in difficult environments for sustainable development, stability and 
peace", which was followed by Council Conclusions and a resolution by the European Parliament on the 
same topic in November 2007. 
 
Our analysis is clear: We must remain engaged even in the most difficult situations, where the challenge 
of reaching the Millennium Development Goals is exacerbated, the social contract is broken and people’s 
wellbeing, rights and freedoms are at risk. We are fully aware that deliberately calculated risks have to be 
taken to engage in such fragile situations, but they must be weighed against the risks inherent in not 
acting. We need to take advantage of the wide range of instruments available to the EU and ensure that 
we are acting in a holistic and coherent manner. To support partner countries' efforts to address the root 
causes and consequences of fragility, each case requires a differentiated response, combining diplomatic 
action, humanitarian aid, development cooperation and security measures. Partnership with other national 
and international stakeholders like the World Bank is key. 
 
Work has started now to put these findings into practice and to develop concrete proposals to feed into a 
fully fledged implementation plan by 2009. Our efforts will concentrate first on 6 pilot countries: 
Burundi, Sierra Leone, Guinea Bissau, Haiti, Timor Leste and Afghanistan. For these countries, action 
plans will be adopted that will address the comprehensive and forward-looking use of development 
instruments as well as steps to bring about better coordination and coherence of policies. The aim will be 
to address fragility much more consistently in our political messages to partner countries and in other 
fora, to achieve greater coherence between our diplomatic, humanitarian, development and security 
actions (e.g., via increased exchanges of risks analyses and joint missions), and to take a step forward on 
the aid effectiveness agenda, i.e., by implementing the "EU Code of Conduct on complementarity and 
division of labour" and by identifying "orphan" sectors and countries. 
 
There will also be an in-depth discussion on the modalities and specificites of budget support and support 
to public finance management reforms in fragile situations which the EC plans to hold in a series of 
thematic meetings in Brussels. Budgetary assistance to countries that are just emerging from a crisis is an 
especially important part of our strategy; and we hope that other partners will share and complement this 
approach. Participants will include all EU institutions and Member States, as well as civil society and 
international stakeholders including the World Bank. 
 
Furthermore, we are working to make our procedures more flexible for emergency situations; we have 
prepared an "atlas of fragile situations" as a background for discussion and we will conduct some further 
analysis on identifying gaps and weaknesses in the current array of assessment and response instruments. 
 
All of this work cannot and must not be done in isolation. We invite other stakeholders, and in particular 
the World Bank, to associate themselves as closely as possible in all aspects of these efforts, and we look 
forward to working together on this important challenge. 
 
Climate change 
 
I am particularly encouraged by the progress that was made in Bali with the approval of an action plan 
very much responding to the needs of developing countries, which are particularly vulnerable to the 
adverse effects of climate change, especially the Least Developed Countries and Small Island Developing 
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States. In line with the Bali Action Plan, the international community must do its utmost for these 
countries in order to avoid investments made to achieve the MDGs being nullified. For this reason, we 
have launched the Global Climate Change Alliance (GCCA), to deepen our dialogue and step up 
cooperation with the most vulnerable countries. The Alliance is focused in the first instance on supporting 
climate adaptation and closely linked to efforts to promote disaster risk reduction. The Alliance will also 
encourage mitigation activities that contribute to poverty reduction such as tackling deforestation. 
 
For our credibility as donors, it is vital to ensure good coordination and to apply the principles of 
ownership by beneficiaries and alignment with their policies. Additional assistance must be integrated 
into development strategies that fully reflect the effects of climate change and ideally, although this may 
take some time, be implemented through budget support. The GCCA is designed to complement other 
initiatives. We are ready to explore possible synergies with all those involved. 
 
I welcome the document on a "Strategic Framework on Climate Change and Development", which 
should contribute to integrating climate change into the development agenda and to supporting the much 
needed consensus building in this area. The World Bank experience with the Clean Energy for 
Development Investment Framework (CEIF) provides a good basis to further deepen the work. The six 
pillars that are outlined are all areas where the World Bank can make an important contribution. 
 
I fully subscribe to the need outlined in the document for further mobilising innovative finance for 
addressing climate change. ODA will not be able to respond in time and at the required scale to the 
adaptation needs. Therefore I have proposed to explore the possibility of using the capital markets by 
launching a bond that would constitute a Global Climate Financing Mechanism. The funds generated will 
be used as grants to finance ongoing initiatives aimed at helping the poorest developing countries deal 
with climate change. This is an application of the International Financing Facility, which has already been 
successfully used to increase funding for vaccinations. The urgency of addressing the financing needs in 
the climate adaptation area provides a strong argument for frontloading assistance (I am particularly 
thinking of the period between 2010 and 2015). There are good arguments for repaying a sizeable part of 
this loan by using the revenues generated through the carbon market, thereby mobilising innovative 
finance. In the spirit of the principles I have recalled above, the idea is not to use this mechanism to 
establish a new fund, but rather to use the funds raised to increase the resources of existing multilateral or 
bilateral initiatives.  
 
The role of forests in combating climate change should be underlined. I would like to refer to the EU's 
work on Forest Law Enforcement Governance and Trade (FLEGT), which aims to improve sustainable 
forest management and equitable sharing of forest resources by enforcing the legality of timber trade. 
 
Energy has become an important issue in our development cooperation. We have a dynamic energy 
dialogue with our development partners in Africa, focusing on our common energy security, energy 
access and climate change. We have recently launched the Global Energy Efficiency and Renewable 
Energy Fund (GEEREF), which is designed to use public money to mobilise private sector finance for 
climate-friendly and affordable energy in poor countries. 
 
Opportunities and Challenges of higher commodity prices 
 
The European Commission is concerned about the effects on poverty of the increases in commodity 
prices. In particular, the effects of food price increases on the poorest consumers in developing countries 
risks undermining much of the progress made in poverty alleviation. At the same time, this situation leads 
to renewed attention to agriculture and food security. As the excellent 2008 World Development Report 
has clearly shown, agricultural development is a necessity to make progress in reaching the first MDG on 
poverty and hunger. 
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To react to the challenges posed by high food prices, both short-term and long-term responses are needed. 
In the short-term, direct social interventions for poor consumers may be necessary which could involve 
safety-net programmes or school feeding. Export restrictions by net food exporting countries should be 
avoided as they not only contribute to further short-term shortages and price increases on global food 
markets but also reduce the incentives for their farmers to invest and increase production. Furthermore, ad 
hoc changes in border measures have a lasting effect on trade integration. In the longer-term, investments 
will have to be made which increase agricultural producers' and particularly smallholder farmers' 
productive capacity. These investments will have to include rural infrastructure, agricultural research and 
market development, as well as regional integration – all areas in which the EC is stepping up assistance 
in a number of the poorest countries in the world. 
 
As the situation varies from country to country, differentiated approaches are required. Using the 
development of national-owned strategies and national delivery systems to increase productivity is 
crucial. This is the approach the European Commission is advocating. For Africa, this is fully in line with 
the approach developed under the Comprehensive Africa Agricultural Development Programme 
(CAADP) by AU/NEPAD. 
 
Voice and Participation 
 
There is broad recognition that changes are required to improve the representation of developing and 
transition countries, which are large borrowers from the WB Group but are currently underrepresented in 
terms of seats on the WB Board. The situation is particularly acute for Sub-Saharan African countries. 
They have only two seats for 46 countries, while other developing regions (Latin America, developing 
countries in Asia and North Africa/Middle East) each have three seats for fewer countries. Building on 
the World Bank’s discussion papers presenting options for strengthening the voice and representation of 
developing countries, I consider that capping the number of countries per constituency and establishing a 
third seat for African countries would be the best short-term option. I very much hope that the 
opportunity is seized to revitalize and take forward discussions on reform options at the Bank during this 
year's Spring Meeting. Furthermore, I call for an open, transparent process, based on merit, in selecting 
future Presidents for the WB and Managing Directors for the IMF. 
 
 
Statement by Mr. Lennart Båge, President, International Fund for Agricultural Development 
 
We meet at a moment of increasingly urgent food crisis due to rising food and commodity prices, climate 
change, and poverty.  Let us use this occasion to build momentum toward an agreement for concerted, 
comprehensive, and coordinated action at all levels to avert greater poverty, hunger, and malnutrition and 
to build a foundation for the sustainable production of adequate food, fuel, and fibre. Without this, lives 
will be lost and progress on several of the MDGs will be at risk.  In fact, there is a real prospect that the 
slow progress being made towards halving the proportion of hungry people could grind to a halt. 
 
Globally, prices for all major staple food commodities are reaching some of the highest levels in thirty 
years.   These increases have been sharper in the past year, with a 47 percent hike in rice prices just since 
January.  The Food and Agriculture Organization (FAO) forecasts a 56 percent increase in the cost of 
cereal imports for the world’s poorest countries during 2007/08.  These increases reflect both short- and 
long-term factors.  While the outlook is somewhat uncertain, most projections suggest that the higher 
prices are likely to continue for some time.  The underlying causes include population growth and 
increasing consumer demand, the rising costs of inputs and transport, a shift in production from food to 
fuel crops, production shortfalls, and policies that have resulted in depleted grain stocks. 
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The impact of higher commodity prices varies within and between countries and may change over time.  
Those affected negatively are countries and households that are net importers or purchasers of food, 
which include most developing countries.  This is likely to translate into increased hunger and 
malnutrition when combined with sharply higher fuel costs and, in some cases, already high levels of 
malnutrition. 
 
Along with urban populations, smallholder farmers and landless labourers are among the groups that are 
typically net purchasers of food.   A recent study of ten countries in sub-Saharan Africa, for example, 
found that more than half of smallholder farmers in all countries were net purchasers of food.  Higher 
food prices threaten increased hunger, asset depletion, and forced migration.  In addition, there are 
already examples of social volatility and unrest resulting from rising food prices, as well as displacement 
of poor people from their increasingly valuable land. 
 
Responding effectively to the impact of higher food prices must be a top priority for the global 
community, particularly when the impact is combined with the projected effects of climate change.  These 
effects are already being felt in crop failures and livestock deaths, which are causing high economic 
losses and undermining food security with ever-greater frequency, especially in parts of sub-Saharan 
Africa.  Crop yields could drop by 50 percent by 2020 in some countries, as a result of climate change. 
 
A comprehensive and coordinated response by the international community is urgently needed to respond 
to spreading hunger and malnutrition while taking action to increase food supplies, manage risk, and 
strengthen social protection systems.  An immediate response is needed simply to avoid cuts in existing 
emergency assistance programs and to assist those being pushed into hunger in the current circumstances.  
In this regard, we urge governments to respond in a generous and timely fashion to the emergency appeal 
issued by the World Food Programme.  Parallel to this, additional social protection initiatives are needed 
to assist newly-hungry populations. 
 
An immediate response is also needed to assist poor smallholder farmer to boost production in the short-
term.  This can be accomplished by expanding their access to vital production inputs such as seeds and 
fertilizer. 
 
Higher food prices can lead to opportunities for poor producers.  With appropriate policies and effective 
and well-targeted investments, market signals can reach net-food-purchasing farmers, who – with 
effective and targeted assistance -- can increase production for local, national, and international markets 
and for their own consumption. 
 
IFAD welcomes President Zoellick’s recent call for a “New Deal for A Global Food Policy” and his 
announcement that the Bank will nearly double resources for African agriculture.  The UN system is 
harmonizing and bringing together the capacity of all of its parts to deliver as one in responding to the 
crisis. 
 
IFAD is also scaling up its contribution.  It has been expanding its support for agriculture and rural 
development projects to support very poor and marginalised rural communities.  Its programme of work 
has grown by ten percent for each of the past five years.  IFAD has a strong track record of combining 
growth with results and impact. Following the successful implementation of an ambitious reform 
programme, IFAD is ready to accelerate the rate of expansion of its programmes to help address both the 
immediate crisis outlined above and the longer-term challenge of enabling smallholder farmers and poor 
rural producers to boost production. These issues are being actively pursued in the ongoing consultations 
on the 8th replenishment of IFAD’s resources. 
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The Development Committee’s discussion of overcoming poverty in the poorest countries, particularly 
Africa must recognise that past failure to assist poor farmers to grow and market more and better food has 
contributed both to the present crisis and to persistent poverty.  In the world’s fifty least developed 
countries, agriculture is the backbone of the economy, accounting for 30 to 60 percent of GDP and 
employing as much as 70 percent or more of the work force.  Investment in agriculture, therefore, is key 
to generating the kind of economic growth that reduces poverty.  This was confirmed by the finding of  
the 2008 World Development Report that GDP growth based on agricultural growth is as much as four 
times more effective in reducing poverty than growth in other sectors.  From the vantage point of today’s 
soaring food prices, it is nearly incomprehensible that official development assistance for agriculture has 
fallen from 18 percent in 1979 to a mere three percent in 2006. 
 
What kinds of strategic investments are needed to boost food production, increase food security, and 
generate poverty-reducing agricultural development?  While there is an important role to be played by 
commercial farmers, the critical investment targets in sub-Saharan Africa countries and other low-income, 
food deficit countries are the 400 million smallholder farm families, totalling some 2 billion people – 
fully one-third of humanity.  These farmers need investments to enable them to increase their productivity 
and link to dynamic value chains.  Also of fundamental importance are investments that help to build a 
robust off-farm rural economy and support the organization of smallholder, agricultural workers, and 
rural entrepreneurs.  This organizing is the key that unlocks opportunities for smallholder farmers and 
rural producers. 
 
In the highly diverse agriculture sector there is no one-size-fits-all approach to delivering support for poor 
rural communities.  In the context of profoundly different patterns of rural poverty, such investment must 
be targeted at specific groups and tailored to the specific conditions they face.   Strategies, approaches, 
and tools must be tailored to respond to different needs and demands. IFAD has 30 years of experience in 
developing such strategies, approaches and tools with poor rural communities, and is sharing this 
experience with the growing array of partners, including governments, farmers’ organisations, and 
development institutions. 
 
At the same time, across diverse environments, there a number of common areas of critical importance to 
rural poor people.  They include: land and water management, agricultural technologies and production 
services, market access, rural financial services, off-farm employment, and local planning and 
programming processes. 
 
In each of these areas, efforts are needed to ensure that poor rural women and men have enhanced access 
to assets, services and decision making processes, and that they are able effectively to use them.  This 
requires assistance to help poor rural people build their knowledge, skills and organizations so that they 
can lead their own development and influence the decisions and policies that affect their lives.  It requires 
assistance that takes into account the different social and cultural norms for women and men and ensures 
that women play an equal role in the development process. 
 
Farmers organizations, gathered in February at the biennial IFAD Farmers Forum and representing 
millions of small farmers and rural producers from every continent, called for greater support for the 
involvement of young people in agriculture and rural development.  They urge targeted support, necessary 
incentives, and increased access to and control of land and productive resources for young farmers and 
rural producers.  The Farmers Forum also emphasized the importance of women farmers, and the 
obstacles to their improved productivity.  They urged greater support for women’s involvement in 
agriculture and rural development, including in their own farmers organizations. 
 
The critical question remains:  how best to accelerate, enhance, and fund the design and implementation 
of national and regional strategies for pro-poor agricultural development, particularly in Africa?  The 
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Comprehensive African Agricultural Development Plan (CAADP) is the centrepiece of such efforts in 
Africa.  An Africa-driven, continent-wide initiative, CAADP has served to focus the attention of 
policymakers on agriculture as a driver of economic growth, poverty reduction, and improved food 
security. 
 
This is a critical year for agreeing on concerted, comprehensive, and coordinated action for responding to 
the growing food crisis, the challenge of climate change, and enabling Africa to meet the MDGs on time.  
The UN General Assembly has agreed unanimously to hold a high-level meeting in September to decide 
how to better meet the development needs of Africa.  That meeting would provide an ideal opportunity 
for accelerating consensus and collaboration around concrete plans for scaling up and delivering support 
for African agriculture. 
 
Poor farmers and landless labourers are critical to solving the triple scourge of poverty, climate change, 
and rising food prices.  How they manage their land matters to us all.  Whether or not they grow more 
food or store or release carbon depends on the opportunities they have and the incentives they are offered.  
Investing in their abilities, aspirations, and interests pays dividends for them and for the world as a whole.  
IFAD urges the international community to significantly increase investment in smallholder farmers to 
enable them to be part of the solution to the pressing challenges facing the world today. 
 
 
Statement by Mr. Juan Somavia, Director-General, International Labour Office 
 
Threats to Stability and Progress 
 
Stability and progress in the world of work is threatened by instability and setbacks in the world of 
finance. Uncertainty about the cost of access to credit is spreading from the epicentre of the initial turmoil 
in the housing finance sector of the USA to other parts of the economy and other countries. Forecasts of 
the scale, depth and international reach of the slowdown are increasingly gloomy with the IMF World 
Economic Outlook projecting global growth for 2008 and 2009 at 3.7% and an increasing risk that the 
outturn could drop below 3%, equivalent to a global recession.1 The impact on labour markets is apparent 
in the USA and seems likely to hit other countries during 2008. A global survey of businesses’ hiring 
activity indicates that many are considering holding back on hiring.2  
 
The scale of the financial restructuring now underway and the severity of the credit squeeze make the 
current financial crisis perhaps the most severe since 1945 and may result in markedly slower growth in 
the USA and other industrialized countries for as much as two to three years.3 I hope that measures taken 
by the Federal Reserve and the Administration and Congress will avert a deep and prolonged slowdown 
and that action by other industrialized countries most directly affected will prevent its spread. 
 
Although important economies in the developing world may have some resilience to the effects of the 
credit squeeze and slower growth in industrialized economies, the IMF World Economic Outlook points 
out that “the overall balance of risks to the short term global growth outlook remains tilted to the 
downside”. It warns that “the greatest risk comes from the still unfolding events in financial markets, and 

                                                 
1  IMF: World Economic Outlook, April 2008. 

2  Manpower Employment Outlook Global Survey Quarter 2 2008. 

3  Is the 2007 U.S. Sub-Prime Financial Crisis So Different? An International Historical Comparison Carmen M. 
Reinhart, University of Maryland and the NBER, and Kenneth S. Rogoff, Harvard University and the NBER, 
(February 5 2008 version). 



 118

particularly the concern that the deep losses on structured credits related to U.S. subprime mortgage and 
other sectors could lead to a mutation of a credit squeeze into a full blown credit crunch with a severe 
impact on economic activity”. 
 
The ILO has followed with great interest the policy debates and actions of central banks and finance 
ministries over recent months in view of the importance of monetary and fiscal policies to creating a 
conducive environment for the international community’s objectives of full and productive employment 
and Decent Work for All. 
 
Imbalances in financial markets are related to wider disequilibria in society and in the process of 
globalization.  Averting the risk of a major global slowdown and ensuring recovery to a sustainable 
global development path thus requires coherent policy action within and between countries across several 
policy fields, including finance and investment, trade, employment and social affairs and environment. 
 
Responding to the current financial turmoil is also an opportunity to develop a new agenda for sustainable 
development fit for the era of globalization.  We need to find a better balance between the democratic 
voice of society, the productive dynamic of the market and the regulatory function of the state. 
 
Fiscal and monetary counter-cyclical measures will need to both reflect the specific situation of individual 
countries and also the potential for increasing the impact of policy initiatives through coordination. In 
principle, joint action should be a more efficient way of counteracting the deflationary effects of the credit 
squeeze than isolated national reactions. It is however vital that underlying challenges of a longer term 
character are also addressed through an enhanced effort of multilateral cooperation.  
 
I see four priorities for international discussions at the Spring 2008 Meetings of the IMF and World Bank 
and more widely within the multilateral system: 
 

 Fiscal Policies for Social and Economic Stability 
 

 International Regulation of Financial Markets 
 

 Sustainable Enterprise Development 
 

 The Employment Dimension of Policies to Address Climate Change 
 
Fiscal Policies for Social and Economic Stability 
 
In considering fiscal policy options, I believe governments will wish to take into account the growing 
evidence of a widening of income gaps over the last two decades. These social imbalances, as well as 
creating tension and division, have contributed to financial and economic imbalances. The other side of 
the subprime mortgage crisis is a long period of stagnation in the real wages of middle class America and 
the consequent increase in borrowing to pay for housing.  
 
Governments can shape the distribution of disposable incomes through the tax and transfer systems. 4 In 
tandem, progressive taxation and social security systems can reduce the inequality of disposable incomes 
                                                 
4  In Finland, the Gini coefficient for market incomes rose from 0.393 in 1987 to 0.438 in 1995, an extraordinary 
large increase of 0.046. Over the same period, the Gini coefficient for disposable incomes rose by only 0.017 from 
0.209 to 0.210. In the United Kingdom, the Gini coefficient for market incomes rose from 0.476 in 1986 to 0503 in 
1995, an increase of 0.027. Over the same period, the Gini coefficient for disposable incomes grew by 0.041 (from 
0.303 to 0.344). 
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to a level that is often much lower than that of market incomes.5 Possible trade-offs between equity and 
efficiency furthermore need not be steep. Indeed equity and efficiency can often go hand in hand; over the 
past two decades countries with low inequality – such as the Netherlands – did equally well in terms of 
growth as those with limited redistribution and higher inequality.6  
 
This evidence is particularly important in the current economic conjuncture as countries consider the 
fiscal policy options recommended by Managing Director Strauss-Kahn.7 In industrialized countries, as 
the World Economic Outlook argues, so-called “automatic stabilizers” consisting in a large measure of 
progressively financed social security systems are more fully developed in European countries than in the 
USA and reduce the risk of economic deceleration as well as inequality. Fiscal responses to slowdown 
should therefore seek to strengthen the redistributive quality of tax and benefits systems both to ensure the 
maximum impact on consumption and also to counteract the trend towards increased inequality of market 
incomes. 
 
Some developing countries have started to build automatic social and economic stabilizers. However such 
systems often reach only a small layer of society leaving most workers and their families, mainly in the 
informal economy, vulnerable to risks such as ill-health, injury or job-loss and the country as a whole 
vulnerable to external and domestic crises. The lessons for developing countries of previous financial 
crises are that informal employment tends to rise more than outright unemployment driving up the 
incidence of poverty and that recovery is long and slow for the most vulnerable workers.8  
 
Many developing countries need to address widening economic and social gaps that hinder a balanced 
expansion of consumption, savings and productivity growth. This is given added urgency by the likelihood 
that exports to industrial countries may not be sufficient to drive growth and development over the next 
two to three years. As the World Economic Outlook argues, accelerating public investment plans and 
advancing the pace of reforms to strengthen social safety nets, healthcare and education is an appropriate 
response to a more negative external environment for developing countries with the policy room.  And as 
President Zoellick stressed in a recent speech the poorest are hit hardest by rocketing food prices and need 
cash or food assistance to supplement their incomes.9 
 
A basic social security floor, adapted to meet specific countries needs and possibilities, is a feasible goal 
within a reasonable time frame for most developing countries. Such a social security floor could consist 
of: 

                                                 
5 Belgium, Sweden, Finland, Denmark, the Netherlands, Germany and Norway all reached post-tax/post-transfer 
Gini coefficients that averaged around 0.25 over the past two decades. Yet, the underlying market distribution 
ranges from high inequality in Belgium to a relatively even distribution in Norway. Conversely, Sweden and the 
United States have a similar distribution of market incomes among developed countries around Gini 0.45, while the 
distribution of disposable incomes is noticeably different with Sweden at Gini 0.223 and the United States at Gini 
0.345. Both countries are in the top 5 of the World Economic Forum’s Global Competitiveness Report 2007. 
 
6 Luebker (2004). ‘Globalization and Perceptions of Social Inequality’, International Labour Review, Vol. 143, No. 
1-2, 2004, pp. 91-128, and Luebker (2007). ‘Inequality and the Demand for Redistribution: Are the Assumptions of 
the New Growth Theory Valid?’, Socio-Economic Review, Vol. 5, No. 1, 2007, pp. 117-148. 
 
7 The case for a targeted fiscal boost: A commentary, by Dominique Strauss-Kahn, Managing Director of the 
International Monetary Fund, in Financial Times, 30 Jan. 2008. 
 
8 R. van der Hoeven and M. Lübker, 2006: “Financial openness and employment: The need for coherent 
international and national policies”, Working Paper No. 75, Policy Integration Department, ILO, Geneva, May 2006. 
 
9 “A Challenge to Statecraft”, Robert B Zoellick, Centre for Global Development, Washington, 2 April 2008 
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 Access to basic health benefits; 

 
 Income security for all children through family/child benefits aimed to facilitate access to 

basic social services: education, health, housing; 
 

 Access for the poor and unemployed in active age groups to basic self targeting social 
assistance, for example through employment guarantee schemes; 

 
 Income security for people in old age, invalidity and survivors through basic pensions. 

 
Brazil, Chile, Mexico, India, Namibia and South Africa are successfully implementing elements of a basic 
social floor.  ILO research shows that the combination of a modest cash benefit for children and a modest 
pension, which could be an entry level benefit package for the least developed countries, could reduce the 
poverty head count by about 40 per cent costing about 4 per cent of their GDP. 10 
 
The distributional impact as well the size of fiscal policy injections influence the effectiveness of policy 
packages. The composition of such policy packages should therefore figure in international discussions 
on joint efforts to meet the global challenges of underlying social and economic imbalances. 
 
International Regulation of Financial Markets 
 
Housing finance has become an international market. Easy lending pushing up property prices which are 
then used as collateral for further lending is a practice which should be controlled in view of the serious 
and widespread damage caused by the eventual inevitable bursting of the asset price bubble and collapse 
of credit pyramids. Experience suggests that a strong direct or regulatory public presence in housing 
finance markets is needed to dampen volatility and the consequent negative effects on macroeconomic 
stability. Ensuring that working families are able to afford decent housing should be the guiding principle 
in the design of systems of housing finance. 
 
Over the past years of financial market boom, many viable companies have been bought out using highly 
leveraged borrowing that will saddle productive businesses and their employees with onerous repayments 
for years to come. It seems likely that many will not survive.  As Bob Lutz Vice Chairman of General 
Motors said recently, “Real economic growth is created by value-added production. You cannot create 
real economic growth by trading pieces of paper. We have to relearn that lesson over and over again.”11 
Alongside action to stave off systemic risks to the international financial system governments need to put 
in place new rules to prevent the imprudent behaviour that fuelled the current turmoil in housing markets 
and damaged the foundations of the productive economy.  
 
I look forward to the results of the international discussions now underway on reforms to financial 
regulations and urge that consideration be given to building in incentives for investment in productive 
and sustainable enterprises and disincentives for the financing of high risk borrowing against inadequate 
collateral. 
 

                                                 
10  Gassmann and Behrendt (2006), International Labour Office Discussion Paper No. 15. Cash Benefits in Low-
Income Countries: Simulating the Effects on Poverty Reduction for Senegal and Tanzania. 
 
11  Newsweek 22 March 2008 
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Sustainable Enterprise Development 
 
The three pillars of sustainable development – environmental, economic and social – provide a conducive 
policy framework for enterprise development and an alternative to a narrow short term share holder value 
framework for business.  
 
At its June 2007 Conference the ILO’s tripartite constituency of employers’ and workers’ organizations 
and governments agreed on a comprehensive set of conclusions on the promotion of sustainable 
enterprises which provide a sound platform for coherent policies within the multilateral system.12 
Promoting sustainable enterprises is about strengthening the rule of law, the institutions and governance 
systems which nurture enterprises, and encouraging them to operate in a sustainable manner. Central to 
this is an enabling environment which encourages investment, entrepreneurship, workers’ rights and the 
creation, growth and maintenance of sustainable enterprises. Policy frameworks must balance the interests 
and need to turn a profit of enterprises with the aspiration of society for a path of development that 
respects the values and principles of decent work, human dignity and environmental sustainability. 
 
A narrow perspective which fails to take into account the benefits as well as the costs of regulations 
concerning business is unlikely to be sustainable. Respect for human rights and international labour 
standards, especially freedom of association and collective bargaining, the abolition of child labour, 
forced labour and all forms of discrimination, is a distinctive feature of societies that have successfully 
integrated sustainability and decent work. Poorly designed regulations and unnecessary bureaucratic 
burdens on businesses limit enterprise start-ups and the ongoing operations of existing companies, and 
lead to informality, corruption and efficiency costs.  
 
Well-designed transparent, accountable and well-communicated rules, including those that uphold labour 
and environmental standards, are good for markets and society. They facilitate formalization and boost 
systemic competitiveness. Reform of laws and the removal of business constraints should not undermine 
such standards. International support to private sector development, including rules for finance markets, 
should build on the comprehensive sustainable enterprise approach. 
 
The Employment Dimension of Policies to Address Climate Change 
 
Measures to slow and contain climate change as well as adapt to its now unavoidable consequences 
require investment in a new reduced carbon emissions economic infrastructure. This will alter the 
structure of employment, creating new jobs, making some jobs redundant and changing the content of 
virtually all forms of work. This entails a long term transition in how enterprises organize work and what 
they make. Social dialogue between management and union representatives is an essential mechanism for 
developing strategies for such transitions that are both efficient and equitable. The sooner major efforts 
are started to conserve energy use, shift to renewable sources and adapt production, consumption and 
employment patterns the better both from the perspective of ecological damage control and also the need 
to manage significant structural change.  
 
There are likely to be significant opportunities to create green jobs that contribute to sustainable 
development and redress shortfalls in decent work as a result of economic slowdown. Major examples 
that are relatively labour intensive include building insulation, which can yield significant reductions in 
energy consumption, coast and river flood protection barriers, and the upgrading of public transportation 
systems. The ILO is working with UNEP, the international trade union movement and others on a Green 

                                                 
12  ILO: The promotion of sustainable enterprises, Report of the Committee on Sustainable Enterprises, International 
Labour Conference, 96th Session, Geneva, 2007.   
http://www.ilo.org/dyn/empent/docs/F836599903/ILC96-VI-2007-06-0147-2-En.pdf  
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Jobs Initiative to promote dialogue and action on the employment adjustment challenges posed by 
adaptation to and mitigation of climate change.  
 
Investing in the adjustment of our production and employment structures for sustainable development 
should form part of recovery programmes. 
 
Conclusions 
 
The ILO Governing Body was pleased to welcome President Zoellick to its March 2008 meeting and 
much appreciated the wide-ranging discussions his presentation stimulated. They look forward to 
deepening collaboration on a range of issues between the Bank and the ILO particularly at national and 
regional level. They also look forward to welcoming Managing Director Strauss-Kahn in the near future. 
The ILO’s tried and tested mechanisms of social dialogue and tripartite discussions are particularly vital 
in building consensus around policies to avert a steep slowdown and move out of recession. I believe they 
are an undervalued asset upon which the multilateral system should draw in shaping policies for a 
sustainable recovery. 
 
 
Statement by Mr. Amadou Boubacar Cisse, Vice President (Operations), Islamic Development 
Bank 
 
I would like to express the deep appreciation of the Islamic Development Bank (IsDB) to the 
Development Committee for inviting it to attend to this 77th Meeting. The IsDB always looks forward to 
attending this important meeting, which discusses global economic issues and provides valuable policy 
guidance for dealing with them in the most effective manner.  
 
It is a great honour for me to represent the IsDB in this meeting, which has on its agenda the subjects of 
overcoming poverty in the poorest countries, particularly in Africa; and the recent market developments 
including higher commodity prices: challenges and opportunities for low and middle income countries. 
Both of these items are very relevant to the IsDB and its member countries, particularly the Least 
Developed Member Countries (LDMCs). Before commenting on these issues, I would like to briefly 
highlight the economic performance of the IsDB member countries in 2007. 
 
Economic Performance of IsDB Member Countries 
 
The IsDB member countries13 as a group sustained their GDP growth of above 6 percent in 2007 – the 
fifth consecutive year. Although the 2007 growth rate of 6.1% was very close to the 2006 level of 6.2%, 
the overall growth performance of these countries was still below the average GDP growth of 8.1% for 
the developing countries. The inflation rate in IsDB member countries was 7.8% in 2007, which was also 
above the average inflation rate of 6.4% in developing countries.  
 
The gross capital formation in the Islamic Development Bank’s member countries as percentage of their 
GDP increased from 22.3% in 2006 to 24.1% in 2007. This again was below the value of 30.5% for the 
developing countries as a whole. There was also a substantial decline in the current account balance of the 
Bank's member countries from 9.6% of GDP in 2006 to 7.5% in 2007 – a reduction of almost 2 
percentage points in a single year.  The external debt of countries increased by US $75.7 billion, from 
$954.9 billion in 2006 to $1030.6 billion in 2007.  
 
                                                 
13  Islamic Development Bank has 56 member countries, 26 of which are in Asia, 27 in Africa, 2 in Europe, and 1 in 
South America. 
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Two major challenges, which the IsDB Member Countries, like the other developing countries, are facing 
are the rising energy and food prices which are putting considerable strain on their economies and 
seriously affecting the lives of the masses especially the low income groups. These are also hampering the 
governments’ efforts towards achieving the Millennium Development Goals and the IsDB 1440H Vision 
targets, especially those that are related to reduction in poverty. 
 
The Challenge of Poverty and achieving the MDGs 
 
Despite improvements in the global fight against poverty, alleviating poverty and promoting human 
development remain major challenges for many IsDB member countries. Using the Human Poverty Index 
(HPI) which measures the extent of human deprivation that exists among the populations, the UNDP 
Human Development Report 2007-2008, ranks 177 countries including 108 developing countries. Ten 
countries at the bottom of the list of developing countries that have the highest levels of poverty are all  
IsDB member countries. Out of 22 member countries for which data are available on the poor, there are 
seven countries in which more than one-fourth of the total population is still living below the income 
level of $1 a day. 
 
Poverty situation in various regions of  IsDB member countries is as follows: Sub-Saharan Africa has the 
highest rate of population living in absolute poverty (46.4 percent), representing an increase of nearly 2 
percentage points from the benchmark year of 1990 (44.6 percent). In Southern Asia the population below 
poverty is 30 percent (down from 39.4 percent in 1990; representing a reduction by about a quarter). In 
East Asia the poverty rate is 15 percent (down from 30 percent in 1990, which represents a 50 percent 
reduction). The rate is 5.3 percent in CIS countries (up from 0.4 percent in 1990); and 2.7 percent in the 
Middle East and North Africa (MENA) (having increased marginally from 2.2 percent in 1990).  
 
In terms of progress towards achieving the MDG of reducing poverty by half by 2015, out of 26  IsDB 
member countries, for which data are available, 19 members are making satisfactory progress and are on 
track, while in 7 other member countries the progress is rather slow and they may not be able to achieve 
the target by 2015.   
 
In the field of education, while 21 IsDB member countries have literacy rates above 80 percent, in 12 
others more than half of the population is still illiterate i.e. cannot read or write with understanding a 
simple statement of everyday life. Based on the latest available statistics, our assessment is that 27 of the 
56 member countries are making good progress towards achieving the MDG target of primary completion 
rate by 2015, while of the remaining 29 countries, 26 are not on track and need special efforts to achieve 
this target.  
 
The health situation in the IsDB member countries is also not very encouraging. The average under-five 
mortality in Bank's member countries was 89 per 1000 live births in 2005 compared to the developing 
countries average of 83 deaths per 1000 live births. Similarly, in 24 member countries the maternal 
mortality was above the developing countries' average of 440 deaths per 100,000 live births. These 
included 10 countries where the maternal mortality rate was above 1000. The Bank's assessment of the 
progress in its member countries towards achieving the MDG target of under-five mortality rate shows 
that 29 countries are making good progress and are expected to achieve the target, while the remaining 27 
countries are not making enough progress and may not achieve the target. In the case of maternal 
mortality, only 22 countries are making good progress and the remaining 34 countries are not on track and 
may not achieve the target by 2015.  
 
It may be mentioned here that IsDB is also a member of the MDG African Steering Group which was 
established by the U.N. Secretary-General. The Group comprises the heads of various institutions and 
aims at boosting assistance to Africa. 
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Initiatives of the Islamic Development Bank 
 
Given the above situation, I would like to mention the following major initiatives of the Islamic 
Development Bank which were recently launched to assist the member countries in their development 
efforts and which, directly or indirectly, will contribute towards improving the quality of life of the poor 
and ultimately in achieving the MDGs. These initiatives are the establishment of the Islamic Solidarity 
Fund for Development (ISFD), Special Programme for the Development of Africa, the International 
Islamic Trade Finance Corporation, and Malaria Program. 
 
Islamic Solidarity Fund for Development 
 
In 2006, the IsDB launched the implementation of its 1440H Vision. Alleviation of poverty, promotion of 
health, and universalising of education are among the key thrust areas of this vision. The idea of 
alleviation of poverty had already received a big boost with the decision taken at the Third Extraordinary 
Session of the Islamic Summit which was held in the holy city of Makkah in Saudi Arabia in December 
2005. The Summit called for the establishment of a Special Fund within IsDB to help address the major 
issues facing OIC members such as poverty alleviation, elimination of illiteracy, eradication of major 
communicable diseases (i.e. malaria, tuberculosis and AIDS), creation  of job opportunities, and support 
for capacity-building. 
 
In compliance with this decision, the IsDB launched the $10 billion "Islamic Solidarity Fund for 
Development" on 10 January 2008. Through this Fund, the IsDB operational activities with regard to 
poverty reduction programmes will be country-driven, results-oriented, community-based and actionable. 
The Fund will support innovative activities and provision of basic public services that could impact 
positively on the lives of the ordinary people. Attention will be given to projects that facilitate pro-poor 
economic growth with direct support to education and health sectors. It will also provide safety nets for 
vulnerable groups and take advantage of opportunities to replicate projects on a multi-year and multi-
sector basis. Thus, priority will be given to employment and income-generation activities such as micro-
enterprises, high-value non-traditional sectors, and mainstreaming women in the development process. To 
leverage the Fund’s resources, IsDB will redouble its efforts for partnering with other bilateral and 
multilateral agencies, local development financing institutions, UN agencies, and civil society 
organizations. Forging twinning arrangements between countries and institutions and cooperation with the 
private sector are part of the implementation strategies envisaged under the Fund. While this will benefit 
the poor segments or vulnerable groups in the society in member countries, particular emphasis will be 
given to the least developed member countries. 
 
Special Programme for the Development of Africa 
 
Twenty-two of IsDB’s 56 member countries are in Sub-Saharan Africa. About 46 percent of the 
population in these countries, estimated at 360 million, lives below the extreme poverty threshold of $1 a 
day. In order to assist these countries in their development efforts and towards achieving the MDGs, the 
IsDB has recently launched a Special Programme for Development of Africa (SPDA). The priority 
sectors that have been identified for the Programme include the following: 
 

 Agriculture and food security; 
 Water and sanitation; 
 Power generation and distribution; 
 Reinforcement of national and regional transport infrastructure; 
 Support for education to prepare the youth for the workplace and inculcate ethnical attitude 

and passion for achievement; and  
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 Support for fight against major communicable diseases and contribution to the strengthening 
of the health system. 

 
This Programme is initially for a period of 5 years. The amount of financing to be provided by various 
entities of the IDB Group for the Programme is envisaged to be US$600 million for the first year, to be 
increased by 15 percent each year, making a total amount of little over US $4 billion during the 
Programme’s 5-year period. 
 
IsDB Roll-Back Malaria Programme 
 
Malaria is the single biggest cause of death among the young children in Africa. According to the World 
Health Organization (WHO) estimates, there are at least 300 million acute cases of malaria each year 
globally, resulting in more than a million deaths. Around 90% of these deaths occur in Africa, mostly in 
young children. Malaria is Africa's leading cause of under-five mortality (20%) and constitutes 10% of 
the continent's overall disease burden.  
 
There are twenty-eight IDB member countries where the burden of malaria continues to remain high and 
where the incidence of malaria is a major hurdle in achieving the MDGs. Twenty-one of these countries 
are in Sub-Sahara Africa. The economic costs of malaria are huge. It has been estimated that the annual 
cost of malaria in Africa is more than $12 billion in terms of lost GDP. It aggravates the problem of 
poverty through reduced earning capacity, lost income due to sickness, reduced productivity, increased 
expenditure on medical treatment, etc.  
 
In order to support the member countries in their efforts to effectively address this challenge, the IsDB 
has started implementing its Roll-Back Malaria Programme for which it has allocated $50 million. This 
initiative is part of the Bank's Quick-Win Programme under its 1440H Vision. The IDB is partnering with 
the WHO and International Federation of the Red Cross and Red Crescent Societies (IFRCRCS) for the 
implementation of the programme in targeted countries. The Programme is focusing on: (i) enhancing the 
efficiency of prevention; (ii) implementing effective case management; (iii) institutional support and 
human resource capacity building; (iv) advocacy and social mobilization; (v) operational research; (vi) 
monitoring and evaluation; and (vii) programme coordination and management. Four IsDB member 
countries were targeted for implementation of the Programme in 1428H (20 January 2007 - 9 January 
2008). These are: The Gambia, Mali, Senegal, and Sudan. The next batch of countries will include 
Burkina Faso, Chad, Indonesia, Guinea Bissau, Mauritania, and Niger. 
 
International Islamic Trade Finance Corporation (ITFC) 
 
The Islamic Development Bank was the first multilateral development financing institution to finance 
trade. It considers trade as a tool for promoting economic growth and development and also for helping 
the poor through increased employment and income generating activities. Trade financing operations 
gained importance over time and outpaced the growth in project financing and technical assistance 
operations of the Bank. Up to the end of 2007, the total trade finance operations of the IsDB Group had 
reached US$29.8 billion. During the recent years, the IsDB realized that in view of their growing 
importance, the trade financing operations need to be separated from the ordinary operations of the Bank 
and that a separate entity needs to be established for this purpose. In May 2006, the IsDB Board of 
Governors approved the establishment of a new entity within the IsDB Group named International Islamic 
Trade Finance Corporation (ITFC). Forty-seven member countries and 8 financial institutions signed 
these Articles of Agreement. The First General Assembly of the ITFC was held in Jeddah on 24 February 
2007. The ITFC became fully operational from 10 January 2008. 
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The principle objective of ITFC is to supplement the activities of the IsDB by providing, in accordance 
with principles of Shariah, trade finance and promoting trade in member countries, and in particular by: 
(a) promoting and financing intra-trade among member countries; (b) enhancing the development impact 
of trade financing in member countries; and (c) enhancing the export capabilities of member countries of 
ITFC. All trade financing operations performed by the various windows will be conducted under the 
ITFC which will go a long way in enhancing the intra-trade of the member countries. On the other hand, 
the establishment of ITFC with its own capital structure will enable the IsDB to focus more on its core 
development activities in member countries. 
 
IsDB Interventions in Member Countries with Fragile Situations 
 
Addressing fragility is one of the highest priorities of the Islamic Development Bank. The IsDB 
participated in the meeting of Heads of MDBs/MFIs in October 2007 which discussed the report of the 
MDB Working Group on “fragile states” and “weakly performing countries” which was set up for 
developing a more harmonized approach of MDBs for their engagement in fragile situations. 
 
The IsDB shares with other MDBs/MFIs the view that the goals of their assistance in fragile situations are 
“to strengthen national ownership of recovery and reform, build capacity and accountability in national 
institutions, and contribute to peace building through economic and social programs that minimize the 
risk of conflict and help consolidate stability.” There are 17 IsDB member countries which have fragile 
situations. The Bank has been providing financial assistance and technical assistance to these countries 
under its different program. The total amount approved for these countries during 1428H (20 January 
2007 - 9 January 2008) amounted to US $358.11 million. The examples of this assistance include Sudan 
where IsDB approved in July 2007 an emergency support of approximately $11 million. In addition to 
this amount, the total emergency support by IsDB for operations in Darfur and Southern Sudan amounted 
to US $71.28 million. In the case of Afghanistan, the Bank approved $16.5 million of loan in 2007, for 
regional power transmission project which will interconnect Tajikistan with Afghanistan. 
 
The IsDB also approved a comprehensive programme for the reconstruction of Iraq in December 2003 
amounting to $500 million including $50 million in soft loans, $245 million in ordinary financing, $5 
million in technical assistance grants and $200 million in export and import financing. In this programme 
two operations amounting to $25 million have been approved through loan and technical assistance grants 
– the first one for a primary education programme and the second for vocational training. Given the 
current instability in Iraq, the Bank is yet to fully implement this reconstruction programme. The IsDB is 
currently involved in discussions with the World Bank to streamline its operations and utilized the World 
Bank’s presence in the field. 
 
In July 2006, the Bank also approved, $250 million for the development and reconstruction of Lebanon.  
  
Recent market developments including higher commodity prices: challenges and opportunities for low 
and middle income countries 
 
The recent developments in the global economy which have posed both challenges and opportunities to 
the developing countries include higher commodity prices, depreciation in the value of US dollar, lower 
food reserves, growing consumer demand in emerging Asian economies including China and India, and 
high levels of unemployment. 
 
Consumers worldwide are facing rising food prices. One of our concerns at the IsDB is that the world's 
poorest nations which include several member countries are still facing the risk of hunger. In recent 
months, like elsewhere in the world, we have seen demonstrations against higher food prices taking place 
in Burkina Faso, Jordan, Morocco, Niger and Yemen. As of December 2007, 37 countries faced food 
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crises, and 20 had imposed food-price controls. According to the FAO, food costs worldwide increased 23 
percent from 2006 to 2007. Prices of grains went up by 42 percent, oils 50 percent and dairy 80 percent. 
In the first quarter of 2008, there have been further food price increases, resulting in the World Food 
Programme facing a $500 million shortfall in funding this year to feed 89 million needy people. 
 
The IsDB is of the opinion that higher food prices reflect a combination of both temporary and longer-
term factors. The longer-term structural price increase is to a large extent driven by the rising biofuels 
production in the United States and European Union which accounted for almost half of the increase in 
consumption of major food crops last year. Hence, the situation is simply a supply-demand imbalance, 
with the supply of crops for food consumption declining due to the increased use of these crops for the 
production of biofuels. Secondly, the growth in per capita income in emerging economies has resulted in 
robust increase in demand. 
 
Meanwhile, record oil prices have boosted the cost of fertiliser and freight for bulk commodities which 
increased by 80 percent last year compared to 2006. Although oil exporting member countries are 
benefiting from the surplus, they nonetheless face the challenge of managing revenues and planning 
development in a manner that does not further fuel inflation in their countries. In some instances, higher 
incomes received by oil exporting economies are also resulting in higher levels of government capital 
expenditure which is exacerbating the demand for commodities. Fuel imports represent more than 20 
percent of total merchandise exports for at least 10 IsDB member countries, and fuel prices are subsidized 
by many of our member countries with the resultant burden on national budgets. Thus, higher petroleum 
prices (over 63 percent increase from February 2007 to February 2008) are resulting in inflationary 
pressures in both oil exporting and importing nations. The short-term oil prices are also to some extent 
driven by the declining value of the dollar.  
 
The persistent depreciation of the US dollar against other major currencies continues to be a source of 
anxiety. Globally, the situation has rekindled concerns about global trade imbalances embodied in the US 
trade deficit and associated surpluses in other countries such as China and Japan. This has resulted in a 
weakening in the levels of confidence in the US dollar. The robustness and stability of the US dollar is of 
particular importance to the IsDB. Twenty nine out of our fifty six member countries have pegged 
exchange rate arrangements. Hence, these countries’ currencies will be depreciating against other major 
currencies. Many member countries are attempting to control inflation that has resulted from ties to a 
depreciating dollar. For oil exporting countries where sales are in dollars, but trade on the other hand is 
conducted with European and Asian countries whose currencies are rising against the US dollar, the 
weakening dollar has resulted in increased prices for non-dollar denominated imports originating from 
Europe and Asia. Moreover, by pegging their currencies to the dollar, these economies are also “forced” 
to follow US monetary policy. The resultant effect has been negative real interest rates in some countries, 
which has in turn stimulated borrowings and consumption, further fuelling inflation. 
 
The rising inflationary pressures and the consequent higher levels of unemployment are causing 
apprehension amongst all development institutions including the Islamic Development Bank. 
Unemployment is one of the major socio-economic challenges facing IsDB member countries. High 
levels of poverty and other related human development issues are a direct consequence of high 
unemployment rates in many member countries.  
 
Overall, there is some degree of uneasiness since high levels of inflation, and the resultant higher levels of 
unemployment impacts on our ability to facilitate the achievement of the MDGs in member countries, 
specifically those relating to poverty reduction. In this regard, the IsDB is monitoring the situation of 
rising prices in its member countries. We are also aware of the potential opportunity the higher prices 
offer to those countries with additional capability and capacity in agricultural production. If these 
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countries speed up the adjustment by investing in agriculture, the high prices could prove to be a growth 
stimulus, thus, in the long-term, to some extent mitigating the adverse effects of higher prices. 
 
The two items on the agenda of the Development Committee are of global importance. Actions taken on 
the basis of deliberations in this Committee will impact the lives of millions of people across the globe. I 
wish the 77th meeting of the Development Committee success in its deliberations and assure the 
participants that the Islamic Development Bank fully supports the efforts of all its development partners 
in their struggle towards reducing poverty and improving the quality of life through increased economic 
growth and development.  
 
 
Statement by Mr. Angel Gurría, OECD Secretary-General, and Mr. Richard Manning, Chairman, 
OECD Development Assistance Committee (DAC) 
 
ODA Trends and Development Issues: Probability of Achieving Targets Fades 
 
We are falling short 
 
Preliminary data on aid in 2007 are disappointing.  On the whole, donors are not on track to meet their 
stated commitments to scale up aid (see Figure 1 below) and need to achieve unprecedented increases to 
meet the targets they have set.   
 
After falling in 2006, total net Official Development Assistance (ODA) fell a further 8.4% in real terms in 
2007; reaching USD 103.7 billion. Debt relief had been unusually high in 2005 and 2006 (see Press 
Release, Annex A, Table A.2) because of exceptional levels of relief for Iraq and Nigeria. Excluding debt 
relief from the figures, net ODA actually increased by 2%. [Note: Table A.2 only gives data for 2006 & 
2007]. 
 
Rises so far are not sufficient to meet the ambitious aid targets set for 2010.  At the 2005 G8 summit at 
Gleneagles, donors made a series of individual pledges that, combined with the known commitments of 
other countries, would have lifted aid from USD 80 billion in 2004 to USD 130 billion in 2010, at 
constant prices – an increase of more than 60% over six years.14  The preliminary data show that half way 
through those six years, total aid has risen by only 15%, well short of the rate required to achieve the 
increase envisaged at Gleneagles.  A few donors have since scaled back their targets somewhat, but 
Figure 1 shows that they remain very challenging. 
 

                                                 
14  The United States made no overall ODA volume commitment at Gleneagles, but stated that it “proposes to double 
aid to Sub-Saharan Africa between 2004 and 2010”, had “the aim of providing up to $5 billion a year” through the 
Millennium Challenge Account, and had launched a “$15 billion Emergency Plan for AIDS Relief”, and other 
initiatives.  All other G7 members at Gleneagles made or reiterated commitments to increase their total ODA 
volume, all EU members have targets for both 2010 and 2015, and all other DAC donors have targets or projections 
for total ODA volume. 
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Figure 1: OECD-DAC members’ net ODA 1990-2007 and DAC Secretariat simulation to 2010 
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There are some bright spots in the overall picture.  Some OECD countries ─Spain, Australia, Norway and 
Germany─ are making encouraging progress in scaling up their core development programmes.  Aid to 
sub-Saharan Africa is increasing at a faster rate than total aid, in line with the special emphasis on aid to 
this region at Gleneagles (though still not fast enough to meet the Gleneagles projection to double aid to 
Africa by 2010).  The UNITAID scheme to raise aid funds from airline ticket taxes, as well as the IFFIm 
initiative to fund vaccinations, are both adding to resources for global health.  New donors are also 
contributing an increasing share of aid, driven by an unprecedented co-operation engagement of China 
and India in Africa. 
 
But fiscal stringency in other donor countries is hampering efforts to scale up aid.  In 2007, Japan’s net 
ODA fell to 0.17% of its national income, the lowest level since it joined the OECD in 1964.  France’s 
ODA, at 0.39% of its GNI, was more than 20% below its pledge of 0.5% made at Gleneagles. And three 
other DAC-EU members (Greece, Italy, and Portugal) gave less than 0.2% of GNI in aid, far below the 
EU targets of 0.33% for 2006 and 0.51% in 2010. 
 
The challenge of scaling up aid flows is now greater, considering the current difficult circumstances that 
we face in the international economy. But the challenges noted below, mean that the requirements – and 
opportunities – for effective use of scaled up aid are even greater than foreseen in 2005. Donors’ 
credibility on aid volume pledges will be on the line this year as we prepare for the Doha Financing for 
Development review conference in November. 
 
A more complex scenario: new challenges and offseting factors 
 
We are now facing a much more complex international economic panorama. And this is having an impact 
on our development effort. 
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The prolonged financial market turbulence and the economic deceleration in most OECD countries are 
constraining the budgetary capacity of their development strategies. At the same time, the global financial 
crisis is limiting the maneuverability of Central Banks to manage inflationary pressures from mounting 
food and energy prices; two factors that are already offsetting the positive impact of development aid. 
Moreover, the deadlock of the Doha Development Agenda and the multidimensional implications of 
climate change are offsetting many of the potential benefits of our development effort. 
 
Higher food and energy prices 
 
What impacts on poverty and hunger can we expect from the present spike in food prices? There has been 
a clear reversal in the long-term trend in the reduction of real food prices and the present spike has caught 
most forecasters by surprise. There are multiple explanations for this. Supply factors (e.g. lower 
production and yield shortfalls linked to weather conditions, lower stocks, and oil price-related factors) 
are important; particularly in explaining that part of the price increase that is expected to be very short 
term in nature. But demand factors, too, play an important role, particularly in relation to longer-term 
expectations of prices. In particular, high demand for biofuels produced from agricultural commodity feed 
stocks and growth in large emerging countries, such as China and India, are important. Expectations are 
that agricultural commodity prices will decline from their current peak, but will remain considerably 
higher over the next decade compared to the previous one. The impact of high food prices on developing 
countries depends on the interplay of various factors. Commercial producers will benefit directly from 
higher prices, as will in many cases the people they employ. For some farm households, such as 
subsistence-scale farms, the impact will be mitigated as they are not connected to either domestic or 
international markets. But for the urban poor and the major food-importing developing countries, the 
impacts will be strongly negative and an even higher share of their limited income will be required for 
food. This is already producing social unrest in several African and Asian countries. 
 
Regarding energy prices, we may see prices as high as USD 150 a barrel by 2030, if producers do not 
bring a lot more oil onto the market. Even if they do, and present signals are not that positive, building the 
extra capacity will take some time. Over the last three years, the rising costs of oil have been wiping out 
the benefits developing countries expected from higher aid and higher debt relief. For example, an IEA 
survey of 13 non-oil producing African countries found that the increase in the cost of oil since 2004 
represented more than total ODA (including debt relief) to these countries and could easily dampen their 
otherwise good growth outlook. Obviously, the impacts on developing countries will also depend on their 
different situations. Present and potential producers will benefit as new energy sources become more 
economically viable, stimulating production and the rate of economic growth. However, the impact of 
that on poverty reduction will depend very much on whether the growth stimulus remains largely in the 
extractive sector (often the case) or whether there are strong mechanisms to transfer the initial growth 
stimulus to the activities and areas in which the poor are economically active, which has proven to be 
quite difficult in many developing countries. 
 
For importing countries and consumers, the outlook is clearly worrying. Higher energy prices will add to 
the energy deficit already faced by many developing countries and considerably dampen growth 
prospects. It will also be much harder for energy providers and government regulators to balance the need 
for decent returns on investments with user prices that are affordable to consumers. Transport costs, too, 
will rise, adding a further impediment to growth and the ability of poor people to participate in the growth 
process. Food prices will also be under pressure. To the extent that governments resort to energy subsidies 
to mitigate the effects of higher energy prices to consumers, this could put upward pressure on inflation 
and/or have serious opportunity costs in respect of areas (e.g. rural communities) and activities (e.g. 
health, education) that receive smaller government transfers. 
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In 2000, the African continent enjoyed over 5% GDP growth for the fourth consecutive year. The 
economic outlook remains positive, thanks to sustained demand, high commodity prices, rising ODA and 
FDI, and improved macroeconomic management. Growth will accelerate for net oil exporters and weaken 
slightly for oil importers, continuing the trends projected in the OECD/AfDB African Economic Outlook 
2007. This positive outlook is nevertheless vulnerable to the more challenging environment the continent 
is facing, due to the uncertainties linked to the recent global slowdown, the rising prices for oil and food, 
the energy crises in South Africa -the engine of African growth- and signs of social unrest. After several 
years of steady gains in political and social stability, the African Economic Outlook index for political 
troubles and hardening showed reversals in 2007. The rising cost of living -especially for food and fuel- 
fanned dissatisfaction among populations, as manifest in demonstrations in Senegal, Zambia and, more 
recently, in Burkina Faso and Cameroon. However, social instability risks are expected to remain limited 
if governments succeed in absorbing price shocks and if they succeed in developing a constructive 
dialogue with different components of society. 
 
The deadlock of Doha: postponing free-trade is postponing development 
 
The world economy is also falling short of its potential due to policies that impede trade. Yet we have 
within our reach the possibility to address an important part of this gap by concluding the WTO’s Doha 
Development Agenda trade negotiations over the next few weeks. We know a lot about the potential for 
freer trade to deliver tangible economic benefits to both developed and developing countries. Almost 
seven years into the WTO negotiations legions of analysts, both inside and outside the OECD, have 
demonstrated that multilateral trade liberalisation offers the prospect of globally inclusive economic 
benefits that go well beyond the scope of any regional trade accord. 
 
Now is the time to make the final push, to harvest the considerable opportunities for liberalising trade that 
are within reach. Today, with historically high prices prevailing for many agricultural commodities, we 
have a unique opportunity to cut trade-distorting farm support, to open agricultural markets and to free up 
the productive capacity of the sector in developed and in developing countries. The trade negotiations also 
cover the far larger economic sectors of non-agricultural goods and services, as well as a variety of other 
trade-related issues. The broad scope of the potential package means both very large and widespread 
economic gains and, given current global economic conditions, this would be a particularly welcome 
boost. Finally, a positive conclusion to the Doha Development Agenda would represent an endorsement 
of the rules-based multilateral trading system, continued international engagement on trade and 
development issues, and an approach to global governance based on mutually agreed rules and concerted 
action, rather than conflict. We cannot let this opportunity pass us by. 
 
Climate change: a development issue 
 
The effects of climate change are particularly strong in the poorest countries; paradoxically, in those 
countries that have the smallest carbon footprint. These effects will in fact become grow progressively in 
the years and decades beyond the 2015, the target date for the achievement of the MDGs. Activities 
oriented towards reducing poverty, improving nutrition and education and promoting sustainable 
livelihood opportunities, in the context of strengthened environmental management, would significantly 
help reduce vulnerability to many climate change impacts. A healthier, better educated population with 
improved access to resources is likely to be better equipped to cope with climate change. 
 
There is a need to place climate change and its impacts into the mainstream of economic policies, 
development projects, and international aid efforts. This was recognised in a key publication, Poverty and 
Climate Change, prepared jointly by ten multilateral and bilateral agencies in 2003. Subsequently, in 
2006, development and environment ministers from OECD countries endorsed the Declaration on 
Integrating Climate Change Adaptation into Development Co-operation, in which they called for 
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“meaningful co-ordination and sharing of good practices on integrating climate change adaptation in 
development co-operation” (OECD 2006).15  
 
In response to that Declaration, the OECD’s DAC and the Environment Policy Committee are working 
together to develop policy guidance for donors on how better to integrate climate change adaptation into 
development planning and assistance. This work involves close collaboration with many multilateral 
partners, notably the World Bank. Key objectives are promoting understanding of climate change and its 
impacts; identifying and using appropriate entry points for integrating adaptation to climate variability 
and climate change into development co-operation activities; and assisting developing country partners in 
their efforts to reduce their vulnerability to climate variability and climate change. We are pleased to note 
that the Bank finds the draft Guidance useful and relevant and look forward to continue this collaboration. 
 
In line with the OECD’s DAC mandate to provide advice to its own members, the guidance is formally 
targeted at development co-operation policy makers and practitioners. Harmonisation of multilateral and 
bilateral donor practices in the area of climate change is a key objective. The main perspective, however, 
is that of partners’ own institutions, systems and processes. We therefore anticipate that the contents of 
the Guidance will be of direct interest and relevance to policy makers and practitioners in developing 
countries and their civil society partners. 
 
Promoting understanding and providing appropriate tools and guidance are essential. But the costs of 
adaptation must also be a priority concern. Even at the lower range of current estimates, these costs will 
be significant. Clearly, development budgets offer the potential for only a small part of the financing 
required. The OECD therefore welcomes the Bank’s initiative to consider the new portfolio of Climate 
Investment Funds. We are pleased to participate in the meetings to consider these funds and to ensure that 
the results are factored into the DAC High Level Meeting in May, when development co-operation 
ministers and heads of agencies will pursue discussions on the role of ODA in financing adaptation and 
on the mobilisation of other financial resources.  
 
With respect to climate change in Africa, the OECD-hosted Africa Partnership Forum notes in a recent 
paper titled Climate Change and Africa that although it is the continent least responsible for climate 
change, it is acutely vulnerable. Climate change is having adverse effects on economic growth and 
sustainable development, on poverty reduction, on human security, and on the prospects of achieving the 
MDGs. The impacts range from energy shortages, reduced agricultural production and worsening food 
security, to spreading disease and humanitarian emergencies, growing migratory pressures and increased 
risk of conflict over scarce land and water resources. Africa is the continent least able to meet the costs of 
adapting to these impacts, with the greatest need to develop its energy sources. Yet it is also the continent 
which receives least from current carbon finance mechanisms. 
 
Urgent action is needed. More needs to be done to reduce future emission levels and to help Africa adapt 
to climate change. The response needs to take into account not only Africa’s acute vulnerability but also 
its legitimate development needs and the significant additional financial burden adaptation will create, 
estimated by the Intergovernmental Panel on Climate Change (IPCC) to be as high as 5 – 10% of the 
continent’s GDP. The focus of efforts now needs to be on mainstreaming adaptation in national planning 
and marshalling support for climate risk management in Africa. Africa should also contribute to 
mitigation efforts and promote clean energy development. 
 

                                                 
15  Data on aid targeting the objectives of the UN Framework Convention on Climate Change have been collected in 
DAC statistics since 2000.  Two-thirds of DAC members have provided the requested data in recent years.  The data 
indicate climate-change-related aid to be about USD 3 billion per year.  This figure relates to climate change 
mitigation only.  No data are currently available on ODA spending on adaptation. 
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Other key challenges: fragile states and pro-poor growth 
 
The challenge of fragile situations and post-conflict States 
 
In preparing for the forthcoming High Level Forum on Aid Effectiveness in Accra, Ghana, the OECD’s 
DAC has taken stock of progress made in situations of fragility and conflict since the Paris Declaration 
was signed in 2005. 
 
At the policy level, significant progress has been made. The OECD DAC Principles for Good 
International Engagement in Fragile States and Situations, approved by Ministers in April 2007, are 
widely acknowledged as the international reference point to guide external interventions in conflict-
affected and fragile situations. Over the past three years, the Principles have systematically shaped both 
multilateral and bilateral policies in this area of work, most of which acknowledge the priority focus on 
peace and state building. Work in the OECD is underway to advance a more consistent and common 
understanding on state building in fragile contexts and how donors can best support it. The emerging 
understanding highlights the fact that state building concerns political processes of negotiation and 
contestation between the state and societal groups. These challenges are multi-dimensional and require 
coherent approaches that link various policy communities including defence, diplomacy, development, 
humanitarian assistance and trade. To that end several donors have established whole-of-government 
mechanisms at headquarter level and some have translated them into country-level strategies and 
instruments such as joint analytical frameworks, planning tools and pooled funding and staffing 
arrangements. 
 
DAC members have responded to the challenges of fragile situations with more aid (Figure 2). But 75% 
of aid flows to fragile states have significantly benefited only five countries (Figure 3) and aid still tends 
to tail off just at the point when countries can use it most. Beyond aid volumes, what also matters is that 
countries should be able to access timely and appropriate types of aid and advice, accompanied by other 
forms of help such as over-the-horizon security guarantees or the prompt clearance of arrears. 
 
 
Figure 2: Increasing net ODA to fragile states  Figure 3: Half of net ODA excluding debt relief 

benefited just fiveout of 38 fragile states in 2006 

 
Source: OECD-DAC Statistics   
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By contrast with the important gains made at the policy level, implementation at the country level remains 
weak.  Overall, OECD governments are too often risk-averse, and respond too slowly and in an 
uncoordinated manner to many situations of conflict and fragility. Humanitarian, peace-keeping and 
development interventions are often not appropriately sequenced. Some multilateral donors have designed 
rapid response instruments, aligned to partner government requests, but more often than not recovery 
efforts have lagged seriously behind security interventions. Examples of effective whole-of-government 
approaches on the ground are rare. 
 
Important challenges remain in several areas. First, more coherent and decisive strategies are required to 
address development needs in extreme situations of authoritarian governance. Second, a conflict and 
governance lens should be applied to traditional development programmes, such as education, health and 
infrastructure, with particular attention to vulnerabilities of women and youth. Third, there is need for 
deeper engagement with individual non-DAC donors that play an important role, politically as well as 
financially, in situations of conflict and fragility. Fourth, policies to address the coherence and sequencing 
between humanitarian responses, early recovery efforts, and longer-term development strategies are 
needed, along with associated financing and implementation modalities. 
 
Finally, there is an urgent need for a new consensus on a realistic and transparent set of international 
objectives for state building, peace building and conflict prevention, accompanied by appropriate 
measures of progress. Such a consensus could provide the basis for focusing on a range of resources (both 
ODA and non-ODA) and on common priorities (e.g. a disarmament, demobilisation and reintegration 
programme (DDR). The OECD’s DAC is prepared to facilitate such a process with other partners. 
 
Empowering the poorest: fostering pro-poor growth 
 
There is now ample evidence to show that rapid economic growth is essential to meet the poverty 
reduction MDG. But more than that, we need growth that is broad-based and includes the activities in 
which poor women and men earn their livelihoods. And we need to help poor people (as workers and 
entrepreneurs) better connect up to the opportunities provided by growth. DAC work in this area 
demonstrates that key elements of such a “pro-poor” growth approach include: 
 

 providing a conducive environment for the development of the private sector - the major 
contributor to growth and the creation of more and better jobs;  

 
 expanding and maintaining accessible and affordable infrastructure, not only to remove 

bottlenecks to growth and reduce production and transaction costs, but also to help connect 
poor people to larger and more competitive product and factor markets;   

 
 developing agriculture, as this is where most poor women and men are economically active 

and because national development generally occurs through increases in agricultural 
productivity coupled with an expansion in off-farm job opportunities;  

 
 harnessing international trade and investment linkages are also important because these can 

increase demand for a range of local goods and services and raise productivity; 
 

 developing social protection programmes that help to make growth more pro-poor (e.g. by 
tackling risk and vulnerability to encourage household livelihood decisions more likely to 
reduce poverty). 

 
Despite this clear understanding of the issues, there are serious obstacles to implementing pro-poor 
growth approaches. Empowering the poor, especially women and marginalised groups, and giving greater 
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voice to the many small and mostly informal enterprises operating in developing countries, is essential. It 
will help to identify binding constraints to growth and ensure that reform processes are transparent and 
accountable to the interests of the poor. The resulting policy and institutional reforms may mean that 
those currently benefiting from growth get less, which makes pro-poor growth a fundamentally political 
economy issue. Taking on such entrenched interests and inertia will require political will, drive and 
leadership.  
 
To meet development targets we need more predictable aid and other sources of finance 
 
Increasing predictability of aid: essential to effective budgeting 
 
Heads of State remain politically committed to steep aid increases, and targets have helped to sustain the 
growth in underlying ODA by several donors.   But they imply concrete budget and programming actions 
on both donor and partner country sides of a scope and magnitude that still often elude us.  We need to 
focus on how we can build the development co-operation partnerships and processes needed to make 
larger increases in aid feasible. 
 
These partnerships are essential to medium term planning of the investments required to help more 
countries meet the Millennium Development Goals (MDGs). Such planning requires above all 
improvements in the medium-term predictability of aid flows. Improving the predictability of aid flows in 
this way is key to enabling multi-year budgeting by finance ministers so that they can plan and make the 
investments required to achieve the MDGs. Working with the UN Secretary-General and other heads of 
international development institutions, the OECD will be helping donors to remove remaining 
impediments to providing details of future spending intentions at the country level so that scaled up aid 
can be used to the best effect. This will go a long way to repairing what might be called an “information 
failure” in the aid system, which prevents the medium-term planning for scaling up that is needed to 
tackle effectively and sustainably the major development challenges in the poorer countries of our world. 
 
As part of monitoring the delivery of the scaling-up promises and their allocations, the DAC Secretariat 
conducts an annual Survey of Aid Allocation Policies and Indicative Forward Spending Plans. The aims 
of the Survey are twofold: (i) to provide a global perspective of future aid flows, which will help to 
identify resource gaps and opportunities for scaling up in individual partner countries, and (ii) to improve 
the medium-term predictability of aid as called for in the Paris Declaration on Aid Effectiveness. The first 
Survey was carried out late in 2007 and covered 33 donors (DAC donors, multilateral organisations and 
global funds). An update to the survey was launched in early 2008 to improve the coverage, in particular 
by including data for the UN agencies.  
 
The 2007 Survey results will be published early in May. They show that most donors have multi-year 
programming frameworks in place, which include information on planned expenditure. These frameworks 
mean that, at least as far as the priority partner countries of DAC members are concerned, there is now an 
informed dialogue on future aid levels. While the Survey findings are still to be finalised, they show that 
so far donors have programmed only around an additional USD 11 billion into their planned annual 
spending by 2010, on top of the extra USD 5 billion for country programmes that they delivered in 2005. 
This demonstrates that efforts to increase aid are being factored into some donors’ forward planning, but 
it still leaves up to USD 34 billion in 2004 dollars – about USD 38 billion in 2007 dollars – to be 
programmed into donor budgets if the commitments for aid levels in 2010 are to be fully met. 
 
These results do not reflect the recent record donor pledges for IDA 15 (up 30% over IDA 14) and AfDF 
XI (up 52% on AfDF X) and the promising replenishment discussions for ADF X, as these 
replenishments will lead to new commitments that, in the main, will turn into expenditure in countries 
after 2010.  
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The IDA replenishment also provides an indication of the growing importance of non-DAC sources of 
finance, with China becoming an IDA donor for the first time, along with five other countries, bringing 
the number of non-DAC contributors to 23 countries.  The OECD’s DAC recorded flows from non-DAC 
donors of over USD 5 billion in 2006, to which the Global Monitoring Report adds an estimated USD 3 
billion from China and India.  
 
Other sources of finance 
 
OECD data record that grants from NGOs in DAC countries reached nearly USD 15 billion in 2006. This 
includes some funding from foundations, though it is not certain that all of this is captured in the statistics. 
The role of foundations is growing: the Gates Foundation alone expects to grow from the USD 1 billion it 
disbursed in 2006 to USD 3 billion in a few years. Corporate giving, for which there are no readily 
available data, is also significant. 
 
Remittances provide another source of foreign funds. It is estimated that registered remittances reached 
USD 240 billion in 2007; more than twice the level of ODA. Many of these flows come from emerging 
economies themselves that are providing employment opportunities within the developing world. The key 
question here is to develop the proper institutional support to help local communities in poor countries 
turn part of these remittances into productive development projects. In some countries, like Mexico for 
example, local governments are already working in this type of schemes, with the support of international 
organizations and migrants associations in the United States.  
 
Sovereign Wealth Funds (SWFs) can also become another powerful development engine. The OECD has 
been debating and exploring, along with the governments of other partner non-OECD countries ─Brazil, 
China, India, Indonesia, Russia and South Africa─ the best ways to react to SWFs. The central message 
reflects a clear commitment by OECD countries to keep their investment frontiers open to these funds, 
while we strengthen our multilateral effort to increase their transparency and reliability. SWFs bring 
benefits to home and host countries alike. They help to recycle savings internationally, and they 
contribute to economic development in their home countries. They can help shield economies from 
volatility in commodity markets while improving the risk-return profile of government-controlled 
portfolios. Knowing the enormous volume of these funds, we must consider their potential as 
development catalysts and find innovative ways to seize this potential. The OECD will be finding answers 
to this and other crucial SWFs issues through an open and inclusive dialogue among the major players. 
While this growing diversity in the possible financial sources for development is welcome, many 
countries will require help to manage its complexity, and the menu of suitable options will vary from 
country to country depending on specific circumstances. More than ever a ‘one size fits all’ approach will 
not do. 
 
The Doha Financing for Development review conference in November will offer an opportunity to 
examine the full – and growing – panoply of financing instruments that benefit developing countries. In 
addition to the more traditional sources noted above, these include innovative finance solutions, such as 
guarantees to leverage private investment. 
 
We also need to improve Aid effectiveness  
 
Improving Aid effectiveness is fundamental to maximize the impact of limited resources. But it is also 
essential to legitimate (and increase social support for) development policies in donor countries. 
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AAA – The Accra Agenda for Action 
 
In September 2008, ministers from over 100 countries, heads of bilateral and multilateral development 
agencies, donor organisations, and civil society organisations (CSOs) from around the world will gather 
in Accra for the third High Level Forum on Aid Effectiveness. Their common objective is to help 
developing countries and marginalised people in their fight against poverty by making aid more 
transparent, accountable and results-oriented. The third High Level Forum (HLF) will: (i) review progress 
in improving aid effectiveness; (ii) broaden the dialogue to newer actors; and (iii) chart a course for 
continuing international action on aid effectiveness. With three major international events taking place in 
the second half of this year, 2008 provides us with an unprecedented opportunity to advance development 
and improve the effectiveness of aid. The Accra HLF will be followed by the United Nations Millennium 
Development Goal summit and the UN Financing for Development review conference in Doha. We will 
not make significant progress against the MDGs if we do not better combine quality and quantity of aid. 
 
The Accra Agenda for Action (AAA) will be the main output of the HLF and will be developed through a 
broad-based process of dialogue at both country and international levels (the draft AAA is attached as 
Annex B). The purpose of the AAA is to deepen implementation of the Paris Declaration with a view to 
achieving the targets that were agreed in 2005. The AAA will also need to respond to emerging aid 
effectiveness issues diagnosed since 2005. Partner countries have identified six key areas where they 
would like to see improvements in the quality of aid (conditionality, multiannual predictability of aid, 
untying, complementarity/division of labour, incentives for donor staff to implement the Paris Declaration 
and capacity development). In recent gatherings, donors, partners and CSOs have all called for more 
ambition in the AAA – a welcome sign that a broad range of actors are serious about delivering better aid 
practice at Accra. At its High Level Meeting on 21 May, the DAC will discuss aid effectiveness – 
including aid untying, aid architecture and whole-of-government approaches to fragile states – and will 
signal the actions they are willing to take to address the priorities raised by partner countries.  
 
A survey of country-level practice on the Paris Declaration is currently underway. It will, by July this 
year, provide up-to-date information on how far the commitments made in 2005 are being met. Without 
significant and ambitious progress we will face severe criticism from partner countries and CSOs. The 
Accra HLF provides us with a unique opportunity to demonstrate our political resolve by reaching 
ambitious agreements on better aid. 
 
Aid untying 
 
Untied aid is more effective aid. Open, international competition for procurement assures value for money 
and aid that is not tied to procurement in the donor country strengthens developing county ownership of 
aid. Developing countries consistently state that tying aid seriously undermines aid effectiveness. 
Progress on untying aid has been made – up to a point. OECD DAC members have untied their aid as 
required under the 2001 Recommendation on Untying Aid to the Least Developed Countries, and many 
donors have gone well beyond those requirements to untie all or most of their programmes. Reporting 
issues, however, hinder monitoring progress on untying and from engaging in more effective policy 
discussions. In 2006, we did not know the tying status of 44% of bilateral aid, either because DAC 
members do not have to report tying status (e.g. the case for technical co-operation) or because they 
simply do not report it. Of the remainder, 53% was untied in 2006, and 3% was reported as tied. 
 
The share of bilateral aid that is untied is one of the MDG indicators, while the Paris Declaration includes 
a target (No. 8) on continued progress over time” in the “percentage of bilateral aid that is untied”.  
Monitoring and measuring progress on these indicators is thus statistically difficult. 
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Many developing countries are asking for real progress on aid untying by the time of the Accra HLF in 
September. Yet progress in reaching consensus in the DAC on untying more aid has been very slow and 
very limited. To date, the DAC has only reached agreement, in 2005, to abolish the thresholds below 
which aid covered by the 2001 Recommendation did not have to be untied. No progress has been made on 
areas not covered by the 2001 Recommendation, such as developing countries outside the least developed 
countries (LDC) group, technical co-operation or food aid. Present discussions in the DAC to expand the 
coverage of the Recommendation, which have been conducted on the basis of the likelihood of consensus 
and the magnitude of potential benefits, cover the following two areas:   
 

 Proposals to increase the use of partner countries’ procurement systems and promote more 
local and regional procurement in developing countries when procurement is still managed by 
donors.  

 
 A proposal to extend the coverage of the Recommendation to include those highly indebted 

poor countries (HIPCs) not already covered by way of their LDC status. This proposal covers 
Bolivia, Cameroon, Côte d’Ivoire, Ghana, Guyana, Honduras, Nicaragua and Republic of 
Congo. While there is broad support in the DAC for this measure, there is still not a 
consensus to agree to it. 

 
Aid architecture issues 
 
As noted previously, there is a growing proliferation of development actors. Diversity and competition 
can be good if they improve choice and increase the overall resources for development. In many 
countries, however, a surfeit of donors risks undermining the weak capacity of the government to manage 
them. Donors are tackling this increasing fragmentation of aid by examining more specialisation by 
country and sector through increased division of labour. There are promising initiatives such as the EU 
Code of Conduct on the Division of Labour in Development Policy, delivering as ‘One-UN’ at the 
country level, and work by some donors in the Multilateral Organizations Performance Assessment 
Network (MOPAN), to assess and improve the effectiveness of multilateral organisations, with a view to 
reducing overlaps and possible rationalisation. The DAC High Level Meeting will examine these issues 
as part of its preparations for the Accra HLF.  
 
Effective aid management: 12 lessons from OECD DAC peer reviews 
 
Faithful to its tradition, the Development Co-operation Report 2007 is characterised by open reporting 
which has been at the heart of the DAC’s work from its inception. The importance of this is all the more 
evident as we look forward to key international events in 2008. The OECD’s DAC peer reviews remain 
an important source of insight on the effectiveness of aid and on how bilateral development co-operation 
systems are managed. They look carefully at the aid practices of the country under review with a view to 
improving their efficiency and effectiveness. Looking across the reviews can help us understand what 
seems to work: what are critical factors to good aid management. The Development Co-operation Report 
2007 does just that. It takes a look at a full cycle of peer reviews and distils twelve key lessons (Box 1) on 
how aid can be effectively managed to produce results. These lessons can be grouped into three 
categories: strategy, organisational management and management of delivery. 
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Box 1. Effective aid management: 12 lessons from OECD DAC peer reviews 

 Lesson 1: Have a clear, top-level statement of the purpose of development co-operation, whether in 
legislation or another form, that has wide ownership and can remain relevant for a sufficient period.  

 Lesson 2: Avoid letting short-term pressures jeopardise the long-term common interest in effective 
development.  

 Lesson 3: Set a clear mandate and establish mechanisms to ensure that policies are assessed for their 
impact on poor countries. 

 Lesson 4: Invest in delivering, measuring and communicating results of aid-financed activity.   
 Lesson 5: Task a sufficiently senior and publicly accountable figure with clear responsibility at the 

political level for delivery of effective development co-operation.  
 Lesson 6: Rationalise bilateral aid structures to facilitate coherent action at country level.  
 Lesson 7: Promote coherence between those responsible for different aspects of multilateral aid.  
 Lesson 8: The decentralisation of responsibility to the field can be beneficial, but it needs high-quality, 

lean supporting systems.  
 Lesson 9: Radical reforms in aid delivery will be vital as donors are forced to deliver more aid per head of 

agency staff, while increasing the effectiveness of this aid.  
 Lesson 10: Most DAC members should focus their assistance on fewer countries, fewer sectors and, in 

particular, fewer activities.  
 Lesson 11: Develop a stronger culture of managing for results and align incentives accordingly, but in 

ways that promote, not weaken, local structures of accountability.  
 Lesson 12: Securing and developing well-qualified, well-motivated local and expatriate staff is essential 

for any agency to function effectively. The good news is that quality agencies attract quality staff.  

 
We find that development co-operation, for many DAC members, is a key part of foreign policy, and that 
development co-operation also competes with other national interests. To manage these relationships, a 
sound legal and political foundation is imperative to development co-operation finding its appropriate 
place among competing national interests and within policy coherence. Gaining public support for 
development co-operation is also fundamental. Strong public support is the best guarantee for political 
and legislative support for sound and dynamic national development programmes. 
 
The aid effectiveness agenda is leading to reform in many DAC members’ aid administrations. A couple 
of lessons are well worth mentioning in this context: first, it is important to identify a leadership structure 
that works,  i.e. task a sufficient senior and public accountable figure with clear responsibility at the 
political level for the delivery of effective development co-operation. Second, avoid institutional 
dispersion, and rationalise bilateral aid structures, especially for action on the ground, and decentralise as 
much as possible to the field. 
 
One lesson relates directly to contributions to multilateral organisations: we find in almost all the aid 
reviews that there is a need for stronger strategic and operational connections between the bilateral and 
multilateral sectors of the aid system. OECD DAC members contribute a significant share of their ODA 
to multilateral institutions – to the European Community, the UN family, and indeed, to the World Bank. 
In 2005, the DAC average multilateral contribution was 30% of ODA – not counting debt relief – 
although the range was from 9% to 83%. Links between the various facets of the aid contributions must 
be improved if we are to be effective within increasingly complex global aid architecture. 
 
The aid reviews pay increasingly greater attention to aid effectiveness – both that achieved within 
agencies, and that delivered on the ground. In order to move in the right direction, donors must pay 
attention to how they deliver aid. As we scale up to meet international commitments, most are being 
asked to deliver more. They are also having to contend with – with less staff – national and expatriate – so 
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it is especially important that these should be well qualified. Delivering aid in new ways as suggested by 
the Paris Declaration will help meet this challenge. Focusing on fewer sectors and limiting the number of 
partner countries will also contribute to effectiveness so long as a good division of labour does not leave 
some partners completely unattended by the aid community.  
 
Finally, donors must continue to develop a stronger culture of managing for results and aligning 
incentives accordingly – in ways that promote, not weaken, partner country structures of accountability. 
 
Partnerships for development 
 
Achieving the MDGs 
 
The OECD, together with the Bank, IMF, AfDB, AU, EC, and the Islamic Development Bank, is a 
member of the UN Secretary-General’s MDG Africa Steering Group and associated Working Group. We 
strongly support this major initiative by the international organisations to use this midpoint between the 
Millennium Declaration and the MDG target date of 2015 to stimulate action to help many more African 
countries achieve the MDGs. Our specific contribution is on improving both the volume and effectiveness 
of ODA, as called for in MDG 8. Our actions are described above, spurring DAC members to deliver on 
their pledges for increased aid, delivered more effectively. As part of the work on improving the 
predictability of aid (as also described above), the OECD will be helping donors to remove remaining 
impediments to providing details of future spending intentions at the country level so that scaled up aid 
can be used to the best effect.  
 
The other direct OECD contribution to the MDGs is our work through PARIS21 (the Partnership in 
Statistics for Development in the 21st Century). P21 was founded in 1999 together with the Bank, the EC, 
the IMF and the UN and aims to promote the development and implementation of comprehensive national 
strategies for the development of statistics. As a result of this work, the underlying data used to monitor 
progress on national development strategies and the MDGs should dramatically improve over the 
remaining period to 2015. Consequently, countries can better plan and monitor their performance based 
on solid evidence, so that they, and their donor partners, can manage for development results and so 
maintain support for funding the investments – through domestic and external resources – required to help 
them achieve the MDGs. 
 
OECD-World Bank cooperation 
 
Co-operation between OECD and the World Bank Group has a long history and has intensified in recent 
years. The organisations have long had extensive co-operation in the field of development assistance and 
the Bank has been an active participant in the OECD’s DAC since its foundation. Co-operation 
encompasses a wide range of areas, including governance, trade, taxation, social protection, and 
investment climate. Following a meeting of senior officials in Washington D.C. on 5–6 December 2007, 
the OECD and the Bank agreed to step up their co-operation in a number of key areas, including efforts to 
promote sustainable and inclusive growth in emerging economies, the economics of climate change, aid 
for trade, innovation and the design of comprehensive country frameworks for investment.  It was also 
agreed that special attention will be given to sharing experiences about how countries can best leverage 
global economic integration while confronting the challenges of inequality and sustainability, an agenda 
that cuts across economic, social and environmental dimensions. 
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Statement by Mr. Suleiman J. Al-Herbish, Director-General of the OPEC Fund for International 
Development (OFID) 
 
The two inter-related issues featuring on the agenda of this 77th Development Committee Meeting 
highlight the challenges and opportunities facing the world community in reaching the Millennium 
Development Goals (MDGs) against the background of recent market developments, including higher 
commodity prices. 
 
The first MDG (MDG1) entails the ambitious target of reducing the proportion of people who suffer from 
poverty and hunger by half by 2015.  The vital goal of reducing the number of chronically undernourished 
people by half by 2015 was adopted by world leaders gathering for the 1996 First World Food Summit 
(WFS).  The Summit defined food security as existing “when all people at all times have access to 
sufficient, safe, nutritious food to maintain a healthy and active life”.  Virtually no progress has been 
made towards this objective during the past decade. Between 1996 and 2006, the number of chronically 
hungry people in poor countries increased by 20 million.  Some 854 million people or 13% of the world 
population cannot afford their most basic food needs, the majority or 820 million of whom reside in the 
developing countries.   
 
More recently, problems of food security have been aggravated by commodity price increases.  
Agricultural commodity prices rose by 14% in 2006 and 37% in 2007, and in some cases, are soaring at 
an even faster pace this year.   The price increases can be ascribed to a combination of factors, including 
increased world demand for food due to rapid growth in emerging countries; low grain stocks; 
unprecedented and rapid migration from rural to urban areas; changing weather patterns and recent poor 
harvests in some countries possibly as a result of climate change, rising fertilizers prices, and the 
conversion of food crops to bio-fuel crops to satisfy the needs of a rapidly growing bio-fuels industry. 
 
Also contributing to higher prices for all agricultural commodities have been the recent increases in the 
price of fuel commodities - including oil.  The oil price rises were due in major part due to speculation by 
institutional investors active in energy futures markets, which detached prices from fundamentals. The 
latter was exacerbated by the continuing weakness of the U.S. dollar, which encouraged a heavy influx of 
financial flows into the crude futures market. Other factors contributing to the volatility included geo-
political developments in some oil-producing regions, perceived market tightness, bottlenecks in refining, 
seasonal maintenance work, weather-related supply disruptions, and a moderate increase in world oil 
demand.  
 
The recent food price increases present both challenges and opportunities for low- and middle income 
countries.  In the short term, the price rises may pose serious threats to an already fragile food security 
situation among the poor in low-income countries (LICs), most of whom are net buyers and importers of 
food.   More than half of countries in Sub Saharan Africa (SSA)- home to the majority of LICs – are off 
track to reach the 2015 target of cutting malnutrition rates by half, and one in four people in the African 
sub-region are chronically undernourished.  In some countries, including Burkina Faso, Mauritania, and 
Senegal, trends are worsening. 
 
Rising prices could also raise the incomes of smallholder farmers in both low- and middle-income 
countries, if more remunerative prices would be realized at the farm gate. Smallholder farmers should be 
reaping the benefits of the increased demands on agriculture.  All too often, however, they do not. They 
are at the bottom of the supply chain, unable to exert any control over the conditions in which their 
commodities are sold, and constrained in moving up into the value-added parts of the chain. 
 
Historically, smallholder producers have shown resilience to commodity price increases, and their 
potential to increase production is significant. Ensuring that price increases are transmitted to the level of 
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smallholder producers thus remains the foremost challenge in translating the recent price rises into 
welfare for the rural poor, which constitute three quarters of the world’s one billion extremely poor – 
those surviving on less than US$1 a day.  Several measures could be taken to enhance the capacity of 
smallholder producers to share in the benefits of the upturn in agricultural demand.  These include 
boosting rural investments and institutional support; reducing transaction costs; enhancing productivity 
through research, extensions services, and credit schemes, and strengthening organizations of poor rural 
farmers in order to increase their volumes going to the markets, and enhance their bargaining power in the 
value chain. 
 
World food prices are projected to rise further, between 20% and 50% by 2016, owing to structural 
changes in supply and demand.  These include rapid urban population growth, improvements in living 
standards and changes in consumption patterns, the growing risks of climate-related disasters and water 
scarcity, and sustained growth in demand for bio-fuels due in part to increased support for the bio-fuel 
industry.  
 
The expansion of bio-fuel production could pose challenges for the rural poor, particularly in Africa.  The 
mass development of bio-fuels involves turning over giant swathes of arable land from food to energy 
production.  While such an experience has proved successful in Brazil with the production of ethanol 
from rain-fed sugar cane, it is not one that could necessarily be replicated in Africa, where the production 
of bio-fuels could be at the expense of even scarcer commodity: food.  Under such circumstances, the 
prospects of achieving MDG1 of reducing the proportion of people suffering from hunger by 2015 may 
be further compromised.  
 
Food companies have started passing on the price increases to consumers. High international prices for 
food crops such as grains ripple through the food value/supply chain, contributing to a rise in retail prices 
of such basic foods as bread or pasta, meat and milk.  The effect of the food price rises in advanced 
economies will be limited.  Food accounts for some 10-20% of what people consume in most advanced 
economies.  It is worse for people in LICs, where food accounts for some 60-80% of what people 
consume.  The world’s poorest or bottom billion are worst affected by the food price rises, and cannot 
afford to pay the inflated prices for food.  The specter of global food shortages again stalks the world 
today, with hunger affecting countries and regions worldwide.  Food riots erupted in Mexico in 2006, in 
Mauritania and Senegal in 2007, and in Burkina Faso early 2008. 
 
With the world’s population projected to swell to 9 billion by 2050, world hunger is likely to worsen at 
current trends, particularly in developing countries and regions.  Unless action is urgently taken to re-
focus international attention to support for agriculture and rural development and enhanced food security, 
social disturbances, protests and civil unrest and hardship are bound to increase.  This will particularly 
affect the poorest countries and people, and may delay progress towards meeting the first and most vital 
MDG of reducing the proportion of people suffering from extreme poverty and hunger by half by 2015. 
 
Meanwhile, international action to build a strategy to eradicate world hunger has been limited.  Heads of 
State and Government reaffirmed their commitment to MGD1 of reducing the proportion of people who 
suffer from hunger by half in the 2000 UN Millennium Summit Declaration, and again, at the 2002 
Second World Food Summit (WFS).  The importance of food security notwithstanding, however, 
international investment in the agriculture – the mainstay of the economies of the countries in which 
OFID operates - has significantly declined.  The proportion of official development assistance devoted to 
agriculture dropped from some 20% in the late 1980s to about 3% today.  Similarly, limited progress has 
been made towards liberalizing world trade in agriculture under the stalled Doha Round of multilateral 
trade negotiations. 
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Conscious of the importance of agricultural and rural development for particularly the poorest countries 
and the poorest segments of their societies, OFID has allocated fifteen percent of its cumulative public 
sector operations to support the agriculture sector, and address the needs of the rural poor.  In addition to 
direct support to agriculture, we have invested heavily in rural infrastructure, and in projects that promote 
private enterprise development both on- and off-farm through our separate Private Sector Facility.  OFID 
financing has been also been given as outright grants to support the education and health sectors in rural 
areas, and to provide emergency food aid to help address food crises in particularly Africa through its 
Food Aid Special Grant Account. 
 
OFID Member Countries have been instrumental in the establishment and financing of the International 
Fund for Agricultural Development (IFAD) in the late 1970s, which remains one of OFID’s key partners 
in the uphill battle against rural poverty and hunger until today.  Similarly, OFID has played a vital role in 
the inception of the Common Fund for Commodities (CFC).  OFID has made a significant contribution to 
both the First and Second CFC Accounts, and remains a staunch supporter and ally of its core 
constituency – the developing countries, particularly the structurally weak and commodity dependent 
LIC’s.  
 
It should be noted in this vein that OFID was conceived as an instrument for South-South solidarity and 
support, rather than as a compensatory mechanism for higher commodity prices, including oil.  This may 
be evidenced by the oil price crisis of the 1990s, when OFID and its member countries stood firm in their 
commitment to help fight world poverty and hunger in particularly the world’s poorest countries, 
although oil prices dipped to about US$10 per barrel.  OFID directed the bulk its cumulative assistance 
towards the LICs, where oil imports are insignificant. The higher income developing countries account 
for the larger part of total oil imports of developing countries, but receive lower priority from OFID. 
 
 
Statement by Mr. José Antonio Ocampo, Under-Secretary-General for Economic and Social 
Affairs, United Nations 
 
World economic situation and prospects 
 
The current outlook for the world economy is grim, probably closer to the pessimistic scenario outlined in 
the United Nations’ World Economic Situation and Prospects 2008: growth of the world economy is 
expected to drop significantly from the 3.7 per cent of 2007 to below 2 per cent in 2008. 
 
The U.S. housing slump has spread to the U.S. economy at large, leading to declines in employment, 
industrial production, retail sales, and consumer sentiment. While an outright contraction of U.S. GDP in 
2008 is likely, there is also concern that the slowdown will extend into 2009. While slowdowns in the 
developed economies of Western Europe and Japan are already evident, more spill-over effects from the 
U.S. slowdown are expected to become manifest in other economies worldwide via international linkages 
of trade and finance. While the nature of the world economy and the sources of economic growth have 
changed significantly in recent years, the optimistic case, based on the ‘decoupling’ thesis, remains 
unpersuasive. Nevertheless, there are grounds for confidence in the underlying economic strength of the 
real economy, which could provide the bases for recovery if other conditions become more conducive.  
 
The fastest growing developing countries and economies in transition will not be immune to the US 
slowdown, even though they are more capable of absorbing external shocks, thanks to their improved 
economic conditions and considerable accumulation of foreign exchange reserves. The simultaneous sell-
off in the equity markets of emerging economies in early 2008 may signal a reversal of the capital inflows 
to these markets; such a trend may intensify if the financial strains in developed markets get worse.  The 
sharp decline of commodity prices by nearly ten per cent over a few days in mid-March 2008 – the largest 
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percentage decline in two decades – serves as an alarming reminder of the vulnerability of many 
developing countries whose growth rates largely depend on the exports of commodities. 
 
International Cooperation to Sustain Global Growth and to Regulate Finance 
 
Policymakers in developed and developing countries face the challenge of attempting to moderate the 
depth of the global slowdown and to safeguard economic development efforts amidst an economic slump 
and continued financial turmoil in the developed economies. As noted in previous UNDESA statements, 
while a global slowdown cannot be avoided because of the weight of the US economy, early resolution of 
the financial crisis and rebalancing of global demand will reduce its negative impacts. Emerging 
economies with large export surpluses can boost domestic demand while allowing a measured 
appreciation of their exchange rates and without jeopardizing the sources of their growth. 
 
Central banks of major developed economies have adopted significant measures to contain the financial 
turmoil, including a combination of substantial reductions of policy interest rates and full use of monetary 
resources, as in the case of the US Federal Reserve’s recent intervention to arrange for a rescue of a major 
investment bank. With banks increasingly unwilling to lend or pass on lower interest rates, it appears that 
monetary policy options are constrained. Fiscal policies, to sustain output and employment, are already 
beginning to be deployed. 
 
International cooperation should also be extended to ensure that the economic slowdown does not slow 
progress towards achieving the internationally agreed development goals, including the Millennium 
Development Goals (MDGs). Sustaining growth in the developing countries is a clear priority and is also 
consistent with rebalancing global demand. 
 
Protecting low-income countries from external economic shocks, including the recent increases in food 
prices – such as through improved compensatory financing mechanisms that can provide resources 
quickly or new ones where gaps exist – is an urgent priority. Existing compensatory facilities do not 
provide sufficient resources relative to the shock and have high conditionality, which limits their 
effectiveness for events beyond the control of the affected country.  Because of high conditionality, 
countries have responded to shocks by tightening fiscal and monetary policy, thereby undermining their 
own reform processes, instead of attempting to access these official facilities.   
 
The transformation of the mortgage market collapse in one country into a multi-country financial crisis 
highlights the inter-related nature of national financial systems, including regulatory policies and 
standards. International cooperation is required in setting standards and improving regulation. More 
intrusive and stricter regulation and standards in one national jurisdiction would give undue advantages to 
competitors based in other jurisdictions. However, with globalized financial markets, the activities of less 
regulated competitors are no longer confined to their home markets and threaten to undermine stability 
elsewhere. 
 
Many regulatory standards, such as Basle II on capital adequacy of banking institutions, have been 
designed with little participation by developing countries; they are not adequately suited to the 
institutional realities of these countries and rarely designed to promote development financing. These 
standards determine the access that developing countries have to international finance. Developing 
countries need to become full participants in the regulatory policy setting, if only to protect themselves 
from the harmful effects of external financial developments, as in the current situation. 
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Governance of Financing in Addressing Climate Change 
 
The scale and timeliness of any effort by the international community to address climate change is bound 
systematically to the question of appropriate financial transfers from the industrialized countries to 
developing countries to assist the latter with both adaptation and mitigation efforts. Unless addressed, the 
negative impacts of climate change – to which developing countries are particularly exposed – will 
undercut their development efforts. Development and investment strategies must therefore incorporate 
climate change considerations thoroughly.  
 
The question of whether existing mechanisms can be expected to provide financing on the scale and in the 
form required is therefore critical. If existing mechanisms are not sufficient, how can they be enhanced, 
and what other financing mechanisms may be needed to fill financing gaps? In addressing these 
questions, the international community needs to recognize the shortfalls in meeting official development 
assistance targets.  
 
The international community needs to develop financing targets and mechanisms to which all parties can 
be held accountable. When it comes to the existing financial institutions, however, developing countries 
are inadequately represented in their governing boards and in the design of their policies. It is thus 
important that the international community establish and strengthen more universal approaches to 
governing the financing of efforts to address climate change. 
 
Voice and Representation in the Bretton Woods Institutions 
 
The IMF Executive Board has recommended to the Board of Governors the adoption of the staff proposal 
on a second-round of ad hoc quota increases of close to ten per cent. Basic votes will be tripled, partly 
offsetting their decline in total voting power. The realignment of quota and voting shares will lead to a net 
increase of 2.7 percentage points in the voting share of emerging markets and other developing countries 
as a whole. This is a very modest change achieved due to the use of a compression factor; the willingness 
of several advanced countries to forego part of the quota increases for which they are eligible; and the 
application, to several emerging market and developing countries, of a greater weight to the PPP GDP 
measure than for other countries. 
 
These ad hoc adjustments suggest that the new formula per se has not achieved the stated goal of 
providing a simpler and more transparent means of reflecting members’ relative positions in the global 
economy. At this critical time of global financial crises, and with the legitimacy and relevance of the 
Fund at stake, the proposed reform is too modest to provide real impetus to the ability of the Fund to play 
a significant role in international monetary and financial matters. 
 
The World Bank has also launched its own process of voice and participation reform. The outcome of the 
Fund’s quota and voice reform is likely to exert a strong influence on the direction of the Bank’s actions. 
It should be recognized, however, that the Bank has a manifestly different mandate so that, following 
precedents set in other development financing institutions, it can consider voting weights of at least fifty 
per cent for the main users of its funds, that is, for its developing country members. 
 
Doha Conference to Review the Monterrey Consensus 
 
The international discussions in anticipation of the Monterrey review conference scheduled to be held in 
Doha, Qatar from 29 November to 2 December 2008 have attracted strong participation by Member 
States of the United Nations. The ongoing global financial crisis and the list of unresolved questions in 
external debt, private capital flows, domestic resource mobilization, and systemic issues have mobilized 
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numerous experts and elicited a variety of suggestions from member governments. We are grateful for the 
strong participation of the international financial institutions in these discussions and look forward to a 
successful outcome in Doha. 
 
The Doha review of implementation of the Monterrey Consensus provides an opportunity to update the 
parameters of the Consensus in the context of both obstacles encountered thus far and profound structural 
changes in the world situation. Since 2002, many developing countries have improved their 
macroeconomic management and fiscal balances, and have developed their financial sectors. The current 
financial crisis suggests that, while developing countries have shown significant progress in meeting their 
commitments, instabilities and weaknesses in the international financial system have not been addressed 
adequately. Inadequate regulatory approaches in the developed countries continue to threaten sudden 
stoppages to development financing. If the international financial system is unable to provide stable 
financing, it should at least “do no harm” to the efforts of developing countries to develop their own 
financial capabilities. In another part of the Monterrey Consensus, developed countries are not on track in 
meeting their promises on increasing official development aid. In the case of trade, the Doha round of 
negotiations is behind schedule and mired in disagreement over whether what is stake is truly 
developmental. 
 
 
Statement by Mr. Supachai Panitchpakdi, Secretary-General of UNCTAD 
 
In my last address to the Development Committee and to the International Monetary and Financial 
Committee, I discussed the financial turmoil that had erupted in August 2007. At that point, I highlighted 
the presence of substantial underlying vulnerabilities in the global economic system but I was hopeful that 
the consequences of the crisis of the sub-prime mortgage market in the United States of America would 
be short-lived and that financial normalcy would return by the end of the year. However, the instability 
originating with the collapse of the sub-prime mortgage market has proven more profound and persistent 
than many had expected. It has spread well beyond those involved in sub-prime lending itself, turning into 
a widespread squeeze in liquidity and credit. We are now approaching the tenth month of the crisis 
without really seeing the light at the end of the tunnel. 
 
The risk posed to developing countries from the current economic and financial turmoil is likely to be 
among the issues under consideration at UNCTAD's Twelfth Conference, which will convene in Accra, 
Ghana, from 20-25 April 2008. The Conference takes place amid much uncertainty about world economic 
prospects, with continued instability on financial markets and slowing growth in the industrialized world. 
The International Monetary Fund and World Bank have reduced their estimates of global growth for this 
year. In its World Economic Survey and Prospects report in January the United Nations warned that the 
world economy could be hit much harder if unrest in the major currency markets adds to the irritation 
triggered by the sub-prime mortgage crisis. The danger that this is going to happen any time in 2008 has 
not diminished. 
 
According to our estimates, world output is expected to grow by 2 ½ per cent in 2008, a full percentage 
point less than in 2007 and around one percentage point less than most early estimates of global growth in 
2008 had expected. Growth in the advanced economies will be below 1.5 per cent, with the United States 
expected to grow by less than one per cent. We expect growth in the developing world at 6 per cent to 
remain quite robust. The slowdown elsewhere should only shave off about one percentage points of the 
2007 growth performance. A number of relatively large developing countries have achieved quite stable 
dynamics of domestic demand, but in many others growth continues to depend on the evolution of 
international commodity prices and the way that the increased revenues from primary commodity exports 
are being used. 
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Nevertheless, the downside risks have increased substantially. If, for example, the liquidity crisis were to 
spillover to the market for emerging market debt, developing countries could face a sudden increase in 
their financing costs. Given that developing countries as a group have a much stronger external position 
than in the past, the consequences of such an increase in financing costs would not be as harsh as those of 
the financial crises of the second half of the 1990s, but they could still lead to severe problems, especially 
in those developing countries which are running large and unsustainable current account deficits. 
 
The sub-prime mortgage market meltdown has exposed the fragility of today’s financial sector. Instead of 
reducing risk, the complex financial instruments developed in the recent years have ended up spreading 
the impact of risky investments across continents, institutions and markets. In a document released in late 
September 2007,16 UNCTAD suggested that there must be something fundamentally wrong with a 
financial system that cannot survive for more than three or four years without facing a damaging or at 
least unsettling crisis. UNCTAD was then a rather lonely voice, highlighting the risks of securitization 
and asking for more financial regulation and supervision.  Today, this view appears to be more widely 
shared. 
 
In the absence of such regulation, there is a risk that policy-makers will have to continue to bail out parts 
of the financial sector, thus passing the cost of crises to the taxpayer and society at large. Until recently, it 
was thought that moral hazard associated with the explicit or implicit presence of a lender of last resort 
was a problem only for deposit-taking commercial banks. However, recent actions of the Unites States' 
Federal Reserve have shown that investment banks can also be deemed to be "too big to fail" and that 
their liabilities are protected by an implicit insurance. Given the risks for financial stability, the US 
Federal Reserve was right in providing such insurance and preventing the bankruptcy of a large 
investment bank. But insurance should not come for free. If the government decides that investment 
banks need to be bailed out because they can lead to a systemic crisis, they should be treated like deposit-
taking banks and be subject to tighter prudential regulation. The traditional argument against increased 
regulation, based on the idea that market discipline is enough to monitor banks' behavior, is no longer 
valid, if it ever was. The recent crisis has shown once again that market discipline is ineffective in 
preventing recurrent episodes of "irrational exuberance" and that the market mechanism cannot cope with 
massive drops of financial asset prices. 
 
A new regulatory structure should take into account the potential cyclical effects of regulation itself. This 
includes not introducing tighter regulatory standards in the midst of a liquidity crisis. In fact, it would be 
optimal to have a regulatory structure with built-in automatic stabilizers. An interesting proposal along 
this line is to have cyclically adjusted capital standards. More than 30 years ago, Charles Kindleberger 
showed that financial crises follow booms driven by excessive optimism. As a consequence, the 
probability of a crisis can be reduced with policies that limit lending during booms. An interesting 
proposal along these lines is to relate bank prudential capital requirements to the growth rate of total bank 
lending. With such a policy, capital requirements would become tighter during lending booms (i.e., 
periods of excessive liquidity) and laxer during liquidity crises. 
 
The current crisis does not only have implications for the prudential regulation of financial institutions, 
but it should also influence the way in which we think about macroeconomic policies, especially 
monetary and exchange rate policies. The last 25 years have been characterized by limited 
macroeconomic volatility and low inflation in the industrial world, a phenomenon that has been dubbed as 
"the Great Moderation." This decrease in volatility led several central banks in both developed and 
developing countries to focus on a single policy instrument in conducting monetary policy. Within this 

                                                 
16  See UNCTAD (2007) Recent Developments on global financial markets (TD/B/54/CRP.2) Geneva United 
Nations Conference on Trade and Development, 28 September 
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framework, the central bank concentrates on the behaviour of the short-term interest rate and allows other 
variables, such as the exchange rate, to be completely determined by market forces.  
 
This policy approach does not recognize that countries and economies are interlinked and that the 
exchange rate plays a key role in these linkages. The recent financial turbulence and the unsustainable 
position of a number of countries with large current account deficits in all parts of the world underscores 
the need for more and better international economic coordination. In several issues of its Trade and 
Development Report, UNCTAD called for better international coordination of macroeconomic policies.  
The current policy framework generates temporarily profitable but finally destabilizing opportunities for 
speculative activities, often called “carry trade”.  The ongoing crisis could further trigger the unwinding 
of such carry trade positions and exacerbate the risk of a global meltdown.  While the world's major 
central banks have shown good coordination in providing liquidity to banks and to other financial 
institutions affected by the crisis, their monetary policies are more divergent than ever. The US Federal 
Reserve has been very aggressive in cutting policy rates and thus trying to limit the real effects of the 
financial crisis, but other central banks, especially the European Central Bank, have been more restrained.  
Central banks of countries directly affected by the unwinding of carry trade have even sharply increased 
their interest rates.  These divergent polices may invite new speculation in currencies instead of calming 
down the system. 
 
Such divergent approaches in macroeconomic policies might be justified in the presence of a serious 
inflationary risk. However, despite the recent hike in oil and other commodity prices and the fact that in 
many countries headline inflation is slightly above inflation targets, the risk of accelerating inflation is 
still rather low. Core inflation and its most important component, unit labor costs, are not following the 
trajectory of the oil price explosions of the 1970s and the first signs that the prices of commodities are 
stabilizing or even declining are appearing on the horizon. While the commodity price rise has brought 
changes in relative prices, the overall inflation outlook is benign. In the absence of negative second round 
effects of the commodity price rise on nominal wages, policymakers have sufficient room to stimulate 
demand.  On the other hand, the likelihood of a sharp and prolonged downturn of the world economy is 
high because concerted action that could prevent this downturn is not currently in the range of vision. 
While policymakers stand ready to fight smaller fires induced by increased uncertainty in financial 
markets, they have not yet found a way to tackle successfully challenges of a global nature.  
 
The United States have actually reduced the risk of a hard landing for the global economy by adopting 
aggressive expansionary macroeconomic policies. However, the sharp fall in the value of the dollar which 
in part results from these policies has a restrictive impact on all those countries that export to the US.  
Here, for example, international coordination should be improved.  Countries with large current account 
surpluses and sluggish internal growth could complement the efforts of the United States by stimulating 
their own domestic demand and thereby their import growth, especially in the Euro zone and Japan. 
China, with high growth and fast rising domestic consumption, is in a very different position. 
 
In principle, the same is true for developing and transition economies with large surpluses associated with 
high commodity prices. If these countries have limited capacity to immediately absorb their higher 
revenues, they could play an active role in promoting financial stability by smoothly and effectively 
recycling the capital account equivalent of their large surpluses. Some large European and US banks have 
relied on sovereign wealth funds to rebuild their capital base. This shows how important this recycling 
may be. In light of this, it is difficult to understand that sovereign wealth funds are welcomed by financial 
institutions in advanced economies but that, at the same time, they have been the object of open criticism 
and scrutiny on the part of the governments of several advanced economies. Such a negative attitude is 
usually justified by the fear that sovereign wealth funds may be partly motivated by political objectives 
and pose security threats. However, all available evidence suggests that the objectives of these funds are 
not different from those of private investors. Moreover, on the positive side, sovereign wealth funds 
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provide a much more stable investor base than most private equity funds that are known for their “short-
termism”.  In light of the need to recycle capital surpluses as effectively as possible, the role of Sovereign 
Wealth Funds in the crises and in general should generally be welcome. 
 
An obvious conclusion from the recent experience in the world economy is that it is high time to revisit 
the question of the role of public policy and government intervention in influencing market outcomes, at 
both the national and international level. One of the reasons for the current fragile state of the world 
economy is shortcomings in the system of global economic governance, in particular a lack of coherence 
between the international trading system, which is covered by set of internationally agreed rules and 
regulations, albeit imperfect, and the international monetary and financial system, which is not. The 
apparent failure of foreign exchange markets to bring about changes in exchange rates that reflect shifts in 
international competitiveness and in current account balances suggests the need for reviewing the 
institutional framework of the international exchange-rate system. 
 
The recent exchange-rate misalignments and financial turbulence have also shown, once again, the need 
for financial sector reforms at both the national and international levels, including the design of more 
appropriate international rules and regulations and more effective international financial institutions. In 
particular, it is necessary to strengthen the supervision of financial markets and increase the transparency 
of structured financial products. Instability in international currency and financial markets is the result of 
unregulated international financial activities and cannot be remedied by national policies alone. 
Moreover, in order to achieve greater coherence in global economic governance it will be necessary to 
strengthen the institutional framework to address the potential impact of volatile capital flows more 
adequately and effectively. Emerging markets and developing countries would be in a better position to 
face this challenge if they could have more confidence in receiving timely multilateral financial support, 
for which a new IMF liquidity instrument is required. 
 
A reform of the international economic governance system would be incomplete without better 
institutionalized policy coordination and surveillance over the macroeconomic policies of all countries, 
especially those whose policies have an impact of the world economy as a whole. Given their increasing 
importance for the global economy, the participation of developing countries in these processes is 
essential, and should be expanded beyond the reforms that have already been achieved. Reforming the 
voting structure of these institutions is necessary to guarantee their long-term viability and relevance, 
especially for institutions like the International Monetary Fund, which are reducing their lending and 
increasing their surveillance activities. I welcome the IMF Board's resolution that would lead to an 
increase in the representation of several developing economies and congratulate Managing Director 
Strauss-Kahn for his success in securing such a resolution. However, this should only be the first step of a 
continued increase in the representation of developing countries. 
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DC2008-0001 

  March 25, 2008 
NOTICE OF MEETING 

 The 77th meeting of the Development Committee will be held on Sunday, April 13th, 2008, 
commencing at 9:30 a.m. in the Preston Auditorium, The World Bank Main Complex, Washington, D.C.  
The session will be followed by the Chairman’s Luncheon for Members (1:45-3:00pm) in Room MC13-
121. 

 

  DEVELOPMENT COMMITTEE - PROVISIONAL AGENDA 

1. (a)  Overcoming poverty in the poorest countries, particularly in Africa 
• Achieving the Millennium Development Goals 
• Growth Strategies 

 
 (b)  Fragile situations and post-conflict states  

 
2. Recent market developments, including higher commodity prices: challenges and opportunities
 for low and middle income countries 

 

LUNCHEON1 

 

Background Documents 

• Global Monitoring Report 2008 
Other Reports 

• Towards A Strategic Framework on Climate Change and Development for the World 
Bank Group-Concept and Issues Note 

                                                           
1  The Chairman’s Luncheon is expected to allow for further informal discussion on recent market developments, 
and on Voice and Participation.  In addition, Ministers may also raise other topics they wish to highlight, or suggest 
issues for future discussion. 
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Washington, DC, April 13, 2008 

 
DEVELOPMENT COMMITTEE COMMUNIQUÉ 

 
1. We met in Washington, DC today, Sunday, April 13, 2008. 
 
2. We endorsed the overall World Bank Group (WBG) objective of contributing to an inclusive and 
sustainable globalization - to overcome poverty, and enhance growth with care for the environment. We 
welcomed the process underway to develop further and refine a results-oriented strategic framework, and 
look forward to reviewing progress at our next meeting. In this regard, we look forward to the results of 
the strategic review of IBRD capital and progress on deploying capital more effectively for development 
impact. We also reiterated the importance of ongoing efforts to strengthen synergy among, and 
decentralization of, the WBG institutions. We gave special focus in our own discussions to the WBG’s 
role in the poorest countries and in fragile situations and post-conflict states. 
 
3. We reviewed progress toward the Millennium Development Goals (MDGs), as reflected in the 
fifth Global Monitoring Report. The world is on course for the goal of halving the percentage of people 
living in poverty, thanks to strong and sustained growth. Yet progress has been uneven across countries 
and sectors. Despite improved growth performance, most Sub-Saharan African countries are off track to 
meet the MDGs. Stronger, sustainable and more equitable growth remains central to more effective 
poverty reduction. We urged donors, including the WBG, to increase their support for the poorest 
countries’ own development priorities.  As the MDG midpoint, 2008 is a crucial year for generating the 
necessary momentum towards the MDGs. 
 
4. Progress has been made on human development-related MDGs, but the risks of falling short are 
far greater than for the income poverty goal. We called for improving access to -- and quality and 
effectiveness of -- health and education services in low and middle income countries and for policy 
interventions to take into account the strong links between health and education outcomes, nutrition, 
water and sanitation, and environmental factors, e.g. pollution and climate change. The challenge of 
malnutrition is heightened by the rise in food prices. We welcomed the progress made so far under the 
WBG Gender Action Plan. We stressed the need to treat the advancement of girls and women's economic 
empowerment as central development issues. 
 
5. While the balance of risks to the global outlook has become more negative, emerging and 
developing economies have so far been less affected by financial market developments. The impact of 



 154

higher commodity prices is mixed across countries depending on whether they are net importers or 
exporters. Within countries, large groups of poor people are severely affected by high food and energy 
prices across the developing world. We asked the WBG and the Fund to respond to developing countries’ 
requests for advice on management of natural resource revenues, and to be ready to provide timely policy 
and financial support to vulnerable countries dealing with negative shocks including from energy and 
food prices. We welcomed the call by the World Bank President to the world community to combat 
hunger and malnutrition through a "New Deal for Global Food Policy", combining immediate assistance 
with medium and long-term efforts to boost agricultural productivity in developing countries.  We urged 
donors to provide the needed assistance to the World Food Program to enable immediate support for 
countries most affected by the high food prices, and encouraged the WBG to strengthen its engagement in 
the agricultural sector. 
 
6. Fragile situations and post conflict states pose special challenges. We asked the Bank, within its 
mandate, to promote better global understanding of fragility and conflict dynamics and of effective 
strategic and operational approaches. We emphasized the importance of strong WBG collaboration with 
international and local partners for effective economic support to peace-building transitions, institution 
building and governance reforms, progress towards MDGs and private sector development. A flexible 
approach, a stronger field presence by the Bank and innovative and timely technical and financial support 
will be crucial for success. Developing countries can also play a role in this respect through trade, 
regional integration and South-South cooperation. 
 
7. Increased and more effective aid remains critical. We welcomed the successful IDA 15 
replenishment which yielded an unprecedented 36% increase in donors’ contribution and an overall 
envelope that will exceed $ 40 billion. We called for IDA to continue its crucial platform role in the 
evolving aid architecture. Many recipient countries have benefited from debt relief and improved the 
effectiveness with which they utilize ODA. Yet there are concerns that the growth path of overall aid 
volumes may not be consistent with existing commitments. We therefore agreed on the urgency of 
achieving international aid commitments, and called on those who have not done so to deliver on their 
commitments, including the doubling of aid to Sub-Saharan Africa by 2010.  More needs to be done to 
implement the principles of aid effectiveness, including greater focus on results, embodied in the Paris 
Declaration. This is all the more important as the international aid architecture becomes increasingly 
diversified and complex, with more donors, the potential for increased volume as well as fragmentation of 
aid, and increased earmarking through vertical approaches. We recognized the role of South-South 
cooperation in leveraging resources and development knowledge. We called on all suppliers of 
development assistance to provide aid in line with the country-based model for improving the 
effectiveness and transparency of aid, as well as with the debt sustainability framework, which should be 
subject to regular review. We look forward to the Accra High Level Forum to advance this agenda. 
 
8. We strongly support intensified and decisive efforts to agree on an ambitious pro-development 
Doha Round that improves access to markets.  We stressed the need to integrate trade and 
competitiveness within national development strategies, while stepping up support for Aid for Trade, 
including assistance for countries’ efforts to strengthen trade logistics and ensure competitive access to 
services, as these are central to improving poor countries’ competitiveness and ability to benefit from 
trade opportunities. 
 
9. Noting progress in implementing the WBG Middle Income Countries strategy, we welcomed 
recent changes and ongoing innovations in the WBG’s financial and lending products. We urged the Bank 
to enhance the use of country systems where appropriate, and to make further progress in simplifying and 
reducing the non-financial cost of doing business without diluting essential environmental and social 
safeguards. 
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10. We welcomed the steady implementation of the WBG’s Governance and Anticorruption Strategy. 
We look forward to full implementation of the Volcker Report recommendations to strengthen 
transparency and internal governance, project integrity, effectiveness against corruption, cooperation with 
partners, and learning from experience. 
 
11. We welcomed the Concept and Issues Note on the Strategic Framework on Climate Change and 
Development for the WBG (SFCCD). We stressed the importance of the WBG addressing climate change 
issues, in the overall context of its core mission of promoting economic growth and poverty reduction. 
We also underscored the cross-cutting nature of climate change, which requires an integrated approach 
across many sectors. We acknowledged the important and catalytic role of the WBG in the financial 
architecture on climate change and its experience in carbon finance. We asked for the SFCCD to 
elaborate further on the additional financing needs for addressing climate change, the mobilization of 
private sector funding and the complementarities between existing and new financing mechanisms. We 
emphasized that financial resources for the climate change agenda must be additional to the present levels 
of ODA.  Noting the primacy of the United Nations Framework Convention on Climate Change 
negotiation process, we also asked that the SFCCD further articulate the proposed role of the WBG under 
a division of labor vis-à-vis the UN, and other key international players, including the private sector. 
Recognizing that access to energy remains key to development, we supported WBG goals of promoting 
clean technology and renewable energy deployment, technology transfer, and research and development. 
We acknowledged the work underway on the design, governance, and financing of the new Climate 
Investment Funds, including the Clean Technology Fund, to address the challenge of climate change. We 
welcomed the ongoing consultative process for developing a client-oriented SFCCD and look forward to 
discussing it at our next meeting. 
 
12. We welcomed the Managing Director’s report on the reform of IMF quota and voice. We 
encouraged the Bank to advance work on all aspects of voice and participation, keeping in mind the 
distinct nature of the Bank’s development mandate, and the importance of enhancing voice and 
participation for all developing and transition countries in the WBG.  We look forward to a process that is 
inclusive and consultative among shareholders, and to receiving concrete options from the Bank's Board 
by our next meeting with a view to reaching consensus on a comprehensive package by the 2009 Spring 
meeting. 
 
13. The Committee’s next meeting is scheduled for October 12, 2008 in Washington, DC. 
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