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1. World Bank Group Strategy in Middle-Income Countries (MICs)

We appreciate the adequate follow-up of the Task Force on the mandate given by this
Committee in Prague and its main conclusion: the World Bank Group (WBG) should
remain engaged in MICs.

MICs need the Bank and the Bank needs MICs. The Bank helps the MICs to address their
main development challenges: to consolidate policy and institutional reforms; to manage
volatility in times of market dislocation; and, to fight poverty, given that the majority of
the world’s poor live in the MICs. On the other hand, the Bank needs MICs because they
are a source of best practices and main contributors to the overall income of this
cooperative institution. In addition, the graduating MICs will become a sign of success of
the Bank’s work to reach development goals.

The Country Assistance Strategy (CAS) is turning into a key vehicle for Bank-country
dialogue, enriched by the opinion of society. A more focused and business-like CAS
would be very effective for the Bank’s core integrative analysis.

Economic Sector Work (ESW) enhances the Bank's development effectiveness,
underpinning lending operations and strategy formulation. Local institutions, systems and
human resources are crucial for an effective design of policy interventions and for project
and program execution.  ESW should contribute to strengthen local learning capacity and
the underlying analytical process of a development strategy.

The Bank should avoid duplication and overlapping, which is costly both for the
institution and the borrowing countries. The Bank should, moreover, be cautious when
considering new proposals, such as the Letter of Development Strategy (LDS), and
adding new activities to ESW, such as the Development Policy Review (DPR).

We support the active role of the Bank adapting and creating new instruments that match
the needs of MICs and enhance debt management flexibility in a turbulent world. The
Bank should remain flexible to the needs of this diverse group of countries.

In line with this perspective, we very much welcome the Task Force recommendation to
develop a Deferred Drawdown Option (DDO). We understand that the proposal is timely
and that it fits adequately in the context of great uncertainty in emerging capital markets.
Financial assistance should support mid-term reform programs and should act as a
cushion in the event of market volatility.

We very much welcome the Bank’s programmatic approach to adjustment lending. This
type of lending is in high demand by the MICs to adapt financing to their budget and
political cycles. It is also best suited for second generation structural reforms, which
include institutional components requiring a medium term horizon to achieve results.
Conditionalities for this type of adjustment loans should be focused on
structural/institutional matters and should avoid excessive emphasis on fiduciary/
safeguard policies that in any case are more appropriate for project lending .
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We also reaffirm that the rate structure should remain as it is. It should not discriminate
by country or by sector of lending. Discrimination by country would go against the
Bank’s cooperative character; and discrimination by sector would make it impossible to
secure additional resources to preferred sectors, given that money is fungible.

New instruments, such as DDO, do not add risks to the financial structure of the Bank;
therefore, its terms and conditions should remain equal to existing IBRD instruments.
The innovative or new character of the instruments should not be the basis to impose
differential prices.

We support further actions to reduce the cost of doing business for the Bank and with the
Bank. We think that this issue should be followed up more actively. A wider
acknowledgement of costs to borrowers to implement Bank’s policies on procurement,
financial management, environment and social protection—with direct views from clients
and stakeholders—would be necessary.

2. Leveraging Trade for Development: The World Bank’s Role

Growth is good for the poor, and trade expansion is very good for the poor. This phrase
summarizes recent research on the links among trade, growth and poverty reduction.
Trade liberalization stimulates economic growth, expands employment, and reduces the
cost of living. Moreover, it enhances competition and productivity gains.

In this context, we believe the Development Committee meeting should give foremost
attention to the market access issue in international trade. The President of Uruguay
recently stated “the products we are competitive in cannot be sold in the world because
those who claim the openness (of markets) are closing them to the fruit of our people’s
work”. 1

Efforts on expanding access to markets of developed countries should be focused in
developing countries at large and in the MICs in particular, inasmuch as 80% of the
world poor live in the MICs. Recent estimates of gains from trade for developing
countries by reducing protection and subsidies – mainly from industrial countries – range
from above US $100 billion per year for static gains from trade, to over US$ 400 billion
if dynamic gains and endogenous productivity responses are included.2  This more than
doubles official development financing that amounted to US $ 47.1 billion in 2000.3
Moreover, market access is a far superior instrument to combat poverty than financial
aid, because expanded trade enhances economic growth and creates employment

                                                
1 Opening remarks Inter-American Development Bank, 42nd Annual Meeting. Santiago de Chile, March 19,

2001.
2 Leveraging Trade for Development: World Bank Role- DC2001-0004- end note 11
3 Global Development Finance 2001-SecM2001-0114-, table 4.1.
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opportunities in developing countries, directly contributing to empower their labor force
and increasing chances for progress.

Another step towards a more open trade system is to address the issue of  “hidden-border
barriers” to trade in developed countries, such as extreme standards and sanitary and
phytosanitary measures.  In this respect, more emphasis should also be given to the robust
results shown in the recent Global Economic Prospects on the uselessness of trade
restrictions as vehicles to enforce environmental and labor standards.

Finally, we strongly support participation of the World Bank in the implementation of
trade liberalization programs in developing countries; its capacity-building efforts in
multilateral trade negotiations; and, its partnership with WTO to enhance market access
for the products and services of developing countries.  We also look forward to a
significant trade liberalization-subsidy reduction/elimination in industrial countries to
move toward a more integrated world where gains from trade are maximized.

3. Global Public Goods (GPG)

Financing of GPG is dispersed and financial needs are still undefined.  The time is right
to propose fair burden-sharing in financing GPG: we propose that industrial and
developing countries share the financing of GPG according to their share in the world’s
distribution of income.

Moreover, we propose that industrial countries finance their fair share of the
environmental commons, in direct proportion to the amount of pollution they have
created in the world.

We support the Bank’s complementary role in the struggle against preventable diseases.
The Bank participates in a broad array of initiatives that go from HIV/AIDS to lymphatic
filariasis. Our suggestion is that the Bank should focus on an issue that cuts across all
these diseases; namely, access to generic drugs at reasonable prices to fight them, as well
as vaccination to prevent them, and vaccines research.

Trade access is by far superior to aid as a vehicle to combat poverty at the global level
because it empowers the individual and enhances ownership of the development process
through the creation of employment opportunities. If the Bank wants to be more effective
in combating poverty, it should direct its efforts to gaining market access for the exports
of developing countries.

4. Harmonization of Operational Policies and Procedures

General progress on harmonization was relatively limited. The proliferation of policies
and procedures has become a burden for recipient countries—especially the high cost of
doing business with the Bank—and does not contribute to solve their need to learn how
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to improve financial management, as for example, procurement and accounting in the
public sector.

We understand that Bank’s procedures should be harmonized—gradually and more
actively, and within institutional frameworks and governance structures—with other
agencies’ policies and procedures. A minimum set of policies in these two areas, as an
initial exercise, should be started in those borrowing countries that are willing to
participate.

We agree that the harmonization exercise should start by what is immediately feasible;
lessons learned from implementation in the field will gradually allow extending it to what
is desirable.

It is premature to talk about priority areas (procurement, financial management and
environmental assessments) because they have to be selected while good practice
standards are developed according to the country’s level of development in these and
other potential fields, such as the Financial Sector, Governance, Private Infrastructure or
Evaluation.


