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Introduction

A window of opportunity appears to have emerged to realize goals that we have been striving for
for so long:

- developing countries start more and more to take charge of the fight against poverty by
defining their own strategies

- there are efforts at better coordination among multilateral and bilateral donors, often under
leadership of recipient countries themselves

- there is progress with regard to un-tying of assistance
- globalization provides opportunities for growth to all countries
- the Highly Indebted Poor Countries (HIPC)-initiative provides both debt relief and the

opportunity for societies as a whole to contribute to poverty alleviation in order to achieve
the International Development Goals.

Opportunities are not the same as achievements however; they come with responsibilities and
obligations for those who wish to seize them. We would like to see the members of the
Development Committee seize the opportunities that offer themselves and accept the
responsibilities that come with them.

Much has already been said about the importance of economic growth for poverty reduction.
This debate will shape the poverty reduction strategies of tomorrow and will determine the
resources available and the way in which they will and how to use them.

There is broad consensus that growth must be pro-poor, and the new World Development Report
(WDR) shows once again that growth itself is not enough to reduce poverty. We expect the
World Bank to continue to participate in this discussion. More importantly, we look to the World
Bank to operationalize the emerging consensus regarding the concept. The approach of
empowerment, opportunity and security set out in the WDR on poverty can serve as a guideline.
We will look for the results in the Bank�s advice to governments writing a Poverty Reduction
Strategy Paper (PRSP) and in the Bank�s country and sector work (mainly country strategies and
thematic and sector strategy papers).

Pro-poor growth is a process of change that goes beyond merely achieving higher levels of
economic prosperity. It takes political will and legal, social and cultural change to include those
who have been denied the opportunity to participate in the sharing of the benefits of economic
growth. This political will can only come from society as a whole: government, parliament,
private sector and civil society. That is why the process towards a poverty reduction strategy is
as important as its actual contents.

Empowerment, security and opportunity also need to be translated into global interaction
between developed and developing countries. These concepts require us as a global community
to ensure that trade negotiations take place on a level playing field for all countries. We should
also show solidarity when volatile markets adversely affect the efforts of developing countries
beyond the challenges provided by HIPC-conditionality and PRSP objectives. Finally, if we
really want to achieve the International Development Goals we set ourselves for 2015, we should



be prepared to increase Official Development Assistance substantially and not accept the current
downward trend. It is impossible to explain that the world economy, developed countries
especially, enjoy sound economic growth, while even in absolute terms Official Development
Assistance is declining. And all of this takes place despite our joint pledge within the framework
of the UN: to allocate 0.7 % of our GDP on ODA.

Comprehensive Development Framework (CDF) and PRSP progress reports

I welcome the candid PRSP progress report, and the many suggestions for better donor behavior
in the CDF report. The principles of CDF are clearly gaining ground, and are part of the window
of opportunity I mentioned in my introduction. We see the PRSP process as a means of
translating the promises of these principles into actual operations. CDF provides us with a set of
principles and a long term view on poverty reduction and development. PRSPs operationalize in
an integrated way the practical steps that need to be taken by governments themselves. We note
that most low-income countries will have to develop a PRSP sooner or later in order to obtain
HIPC debt relief, International Development Association (IDA)-credits and Poverty Reduction
and Growth Facility (PRGF)-funds. For these countries making the PRSP work should have
operational priority. Where pre-existing CDF-activities can feed into the PRSP-work this should
be welcomed and taken advantage of.

This is not to say that all is well with the implementation process of PRSP. We still have by and
large the same concerns that we have voiced earlier:

• Participation of a broad spectrum of organizations in a country is paramount and needs to be
facilitated. The degree of participation makes or breaks the actual value of a PRSP;

• The integration of macro-economic objectives into an overall poverty reduction framework is
a continuous intellectual and practical challenge. I greatly welcome the spirit  of co-operation
between the Bretton Woods Institutions as voiced by the President and the Managing
Director in their joint note to the International Monetary and Financial Committee (IMFC)
and the Development Committee (DC) ;

• Trade � touching upon virtually every other sector of an economy - needs to be incorporated
in the structure and essence of PRSPs. To this end more data need to be gathered at the
country level, and more research needs to be done, e.g. on the influence of trade liberalisation
on poverty patterns. The Bank needs to intensify its efforts to help countries become active
players;

• More needs to be done to make PRSPs an accepted framework for all donor contributions.
We note progress in some areas, notably with regional development banks. At the same time
we feel that more can be done to strengthen the assertiveness with which PRSPs are being
presented as the national development framework for all multilateral and bi;ateral
contributors. This is all the more important since we will have to do our utmost to support the
full PRSPs once they emerge;

• The PRSP-process cannot succeed without sufficient attention to gender. Taking seriously
the economic roles of half the world�s population, and the mothers of the world�s children,
has a serious impact on economic growth. Opportunity, security and last but not least
empowerment of women will hopefully feature in all PRSPs. The Bank should make clear by
words and by deeds that gender is a priority in supporting countries� development.



HIPC Progress Report

We are happy to note that the enhanced HIPC initiative is forging ahead. More commitments -
and we may add slightly less voluminous actual contributions - have been made to the HIPC
trustfund and more countries are reaching their decision point (this year hopefully 20). This is
not the time however to lean back and enjoy the view. Contributions are still far from adequate
for financing fully what lies ahead, particularly with regard to debt cancellation costs that will be
faced by some multilateral development banks at completion point. Even the position of the IMF
is worrisome the gold revaluation cannot be finalized soon. People in the countries concerned,
but also here in Prague today, are following the initiative critically, and rightly so. All of us have
to deliver on the commitments we embarked upon. The initiative will suffer a serious blow if too
few countries reach their decision point. A huge embarrassment would be if next year countries,
having already reached completion point, do not realize the fulfillment of the promise of final
debt cancellation.

We see merit in extending the period in which countries can make use of the sunset clause. This
clause was originally provided for to allow other heavily indebted poor countries which have not
qualified yet due to special circumstances, to qualify for debt relief in the future � provided that
there is indeed a commitment to poverty reduction and reform. We urge all creditors, including
non-Paris Club creditors and all multilateral development banks to participate in the HIPC
initiative. In this respect special attention is required from Bank and Fund for those countries �
both low and middle income � that face serious financial burdens due to their obligations to grant
debt relief under HIPC-rules.

Furthermore dark clouds are ahead, if we look at the current worsening terms-of-trade that
threaten to evaporate the financial benefits of HIPC debt relief. We urge the Bank to investigate
forthwith the extent of the problems, and the implications for poverty reduction and HIPC. Based
on that research we expect to see proposals that seek to address the loss of resources that HIPCs
specifically are facing. We are quite pleased with the way the Bank and Fund have managed so
far to balance the need for speedy debt relief with adequate conditionality in the sense of PRSPs
and Interim-PRSP�s. The current worsening of terms-of-trade may put even more pressure on
this balancing act. Donors may have to be called upon to provide extra compensatory relief. The
Netherlands are prepared to make a significant contribution to this relief effort.

The worsening of terms-of-trade makes the appeal for market access of HIPCs all the more
poignant. We cannot be seen to be granting debt relief on the one hand, while on the other hand
we refuse to enable countries to earn their own keep by granting access to markets of developed
countries.  We appreciate the statements of president Wolfensohn on this point, and urge the
Bank to continue its efforts.

Global Public Goods

We feel it is an interesting approach to identify them in the World Bank context as goods,
resources, measures and services that have a substantial cross-border impact and are at the same



time relevant for development and poverty reduction. But we feel that there are several points
that clearly need to be examined carefully:

• implications for ODA-flows. It will be harder, and certainly more debatable, to distinguish
between activities that should be listed as ODA or not. For the World Bank this may be a
relatively minor issue, but I can assure you that for  ministers of development cooperation
competition between resources for poverty reduction (raison d'etre of ODA) with (other)
global public goods is a very serious concern.

• Implications for the channels at the disposal of the Bank for delivering development �related
services. Traditionally the Bank, as its name suggests, has dealt in what can be termed
banking services (mostly loans and activities supporting loans). Forging ahead with activities
that relate to global public goods would imply an increase of the Bank�s function as a
window for grant type funding. It remains to be seen whether the Bank should seek to extend
that function. Other organizations may be better equipped and more experienced in working
with grants.

• Although we can agree to a large extent with the global public goods singled out for the
Bank�s attention,  the definition of these areas is so broad that it provides ample scope for
mission creep. We urge the World Bank, also when it comes to global public goods, to
remain aware of its own strengths and weaknesses. For instance the remaining IDA funds,
reserved for the special 500 million usd HIV/AIDS initiative should be allocated in full
partnership and with full transparency, paying due regard to already existing structures and
activities, e.g. under UNAIDS.

We welcome the fact that international trade is hailed as a global public good, and I appreciate
that the Bank sees a role for itself. As you know, I have long been pressing for this. I think that a
revitalized Integrated Framework (IF) would go a long way in implementing the Bank�s agenda
in this respect, and look forward to hearing about results in the near future. Revitalizing the IF
should not be understood as an excuse to desist from the work on trade that we consider to be
part of the Bank�s core development mandate: i.e. trade-related poverty analysis and activities.
In short: the Bank needs to do more on trade.

The World Bank�s role in low- and middle- income countries

We generally support the systematic approach towards formulating a country assistance strategy,
as well as the proposed priorities in both low- and middle-income countries. We agree that the
country�s own vision of the development process should be the framework within which
development activities take place. Nevertheless, the World Bank owes it to its shareholders to
base its assistance strategy on a candid diagnosis of where the borrowing country stands with
regard to poverty, capacity, governance, economic and financial structures, soundness of policies
and access to capital markets.
The Bank must base its operations on an objective diagnosis of the institutional and structural
framework within which activities will be implemented. At the same time the World Bank
should continue its Economic and Sector Work (ESW). The Bank should involve the country in
its ESW. Not only because of ownership, but also for reasons of capacity building. Moreover, we



believe the Bank should be more open to ESW with other development partners have carried out
in the borrowing member country, which should prove mutually beneficial.
We would appreciate further elaboration of the relationship between PRSP and Country
Performance and Institutional Assessment, as both assessments have a direct impact on the
amounts of IDA-assistance available to the country. Not only should the assessments be largely
compatible, but we would suggest incorporating in the CPIA-system the key goals set out in
PRSPs.

We approve of providing budgetary support for structural and social reforms through
programmatic adjustment lending, provided that the countries have a good track record in
reforms. We therefore insist on a sound, though workable, conditionality. We agree with the
necessity of reports to the Board about progress before the second (and third) loan within the
program are provided.
Finally we would like to emphasise the importance of the Bank�s role in helping post-conflict
countries emerge from their predicament.

International Financial Architecture

As a global financial institution the World Bank clearly has a role to play in this discussion. Its
contribution is rooted in its mandate and core activities.
That is why we attach great importance to long term co-operation with other institutions in
complementary fields. In this vein we welcome clear working agreements, as embodied in the
Financial Sector Assessment Program and Reports on the Observance of Standards and Codes.
Cooperation with OECD in the field of corporate governance is another example of prevention of
duplication.

IBRD�s Financial Capacity

We highly value a healthy and strong financial position of the World Bank which enables the
Bank to fulfil its mandate. At present the financial capacity of the Bank is sufficient. The risks of
another financial crisis or a major default in the near future appear to have diminished. But it is
still of the utmost importance to have the World Bank prepared for more unfortunate
circumstances.

Therefore, the issue of how to strengthen the financial capacity of the IBRD should remain on
the agenda. A proposal for additional capital in support of a World Bank with a mandate for long
term structural development and poverty alleviation, could count on our sympathetic
consideration.We look forward to the discussion of the World Bank�s overall strategy in
Autumn, also to assess new benchmarks for the Bank�s budget.

Conclusion

Finally, I would like to emphasise the importance of debate about these important issues of
poverty reduction and development continues. Here within the Bretton Woods Institutions, but
also in parliaments and  NGOs around the world, and even at this moment, outside in the streets
of Prague. Let us not forget, however, that in the end countries themselves are responsible for



implementing the right policies, even if Bank and Fund advice on these issues can be crucial.
The debate is not about whether we need the IMF and the World Bank. It is about how we can
make these institutions as effective as possible in implementing their respective mandates. This
will help make poverty reduction and development possible.
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