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NOTE ON THE SEVENTY-SECOND 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-second meeting on September 25, 2005, 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; 
highlights of the Members’ statements were circulated by the Chairman and are also part of this volume.  Also 
included are notes by the Bank President and the Fund Managing Director distributed ahead of the meeting.  The 
meeting started at 9:00 am and ended at 1:15 pm.  It was chaired by Mr. Trevor Manuel, Minister of Finance of 
South Africa. 
 
 The Agenda (Annex A) was adopted at the beginning of the meeting, followed by discussion of two 
topics.  Under the first topic Following up on Recent Initiatives on Development Agenda, the following sub-
topics were discussed: Strengthening the Development Partnership and Financing for Achieving the MDGs: An 
Africa Action Plan, and Debt Relief.  Each of these sub-topics was supported by a paper prepared by staff of the 
World Bank.  The second agenda topic related to Doha Development Agenda and Aid for Trade, and was 
supported by a joint paper prepared by the staff of the World Bank and the IMF. 
 
 In addition to the above discussion topics, the agenda included the following progress reports that 
Ministers commented on in their written statements: Aid Financing and Aid Effectiveness; Infrastructure and the 
World Bank: A Progress Report; Review of World Bank Conditionality; Voice and Participation of Developing 
and Transition Countries; The 2005 Review of the PRS Approach; HIPC Initiative: Status of Implementation; 
and Climate Change, Energy and the World Bank. 
 

The Communiqué (Annex B) was approved during 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. Paul Wolfowitz, to the Development Committee 
 
Introduction 
 
 I am looking forward to our discussion at this, my first, meeting of the Development Committee and to 
continuing to work closely with the Committee in the years ahead. In its discussions and conclusions the 
Development Committee plays a key role, both in setting and driving the global development agenda and in 
providing guidance for our work at the World Bank. We all face immense challenges as we seek to put into 
practice the agenda for growth and poverty reduction and for achieving the internationally agreed Millennium 
Development Goals (MDGs). I will greatly value the Committee’s wisdom and guidance on these issues. 
 
 I would like to focus this note first on my own early thoughts about the strategic direction of the Bank 
and second on a few specific current issues, including those that we will discuss at our meeting. 
 
Context 
 
 This has been called the “Year of Development,” with a series of key meetings and decisions about the 
global agenda. Since the Committee last met there has been the G8 Summit in Gleneagles in July, which reached 
important decisions on debt relief, aid effectiveness and volumes and in particular aid to Africa, and clean 
energy and sustainable development. Last week world leaders met in New York at the United Nations 
Millennium Review Summit and reaffirmed their commitment to a global partnership for development in support 
of the achievement of the internationally agreed development goals. Looking ahead, the WTO Ministerial 
meeting in Hong Kong in December will be crucial for progress on the Doha Development Agenda. Trade 
liberalization is as important as increased assistance and debt relief to accelerating development. 
 
 With the exception of the Doha Development Agenda, where key decisions have yet to be made, our 
focus now must be on implementation. As I see it, we have a broad consensus on the main elements of the 
development agenda: growth and poverty reduction need sound policies and governance in developing countries, 
which must be matched by actions by developed countries to substantially increase aid volumes, including a 
doubling of aid to Africa, and expand access to their markets. I am particularly gratified by the commitments 
made to increase the effectiveness of aid, direct increased aid and debt relief to where it can be used effectively, 
harmonize donor practices, and focus on results. The task now is to translate these agreements into concrete 
action plans and implementable steps. 
 
Role of the Bank 
 
 The major meetings on development this year have confirmed the leading role of the Bank in carrying 
the development agenda forward. These meetings have focused increased international attention on issues that 
are central to the Bank’s mission: the agenda for growth and poverty reduction, mobilization of more and more 
effective resources in support of development, expansion of trade opportunities, promotion of sustainable 
development, and a special focus on the development challenges in Africa. At the Gleneagles Summit, G8 
leaders asked the Bank to play a leadership role on these issues, working with partners. Our work priorities at the 
Bank are aligned to effectively support this agenda, and we are sharpening and focusing them even more.  
 
 We are scaling up our support for poverty reduction and other MDGs in low-income countries, 
especially in Africa, with an enhanced focus on results. I see two themes as being central to our support: the need 
to create the conditions for robust, private sector-led economic growth as the core element of the agenda to 
achieve the development goals; and the need for good governance, including capable and accountable national 
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leadership, effective and transparent public financial management, a determined attack on corruption, and 
promotion of the rule of law. In our support to low-income countries, I see education, health, infrastructure, and 
agriculture as featuring especially prominently, given their centrality to the development agenda in these 
countries. I also have a strong sense that the Bank should remain actively engaged in middle-income countries. 
At the global level, I see the Bank playing an enhanced role on issues relating to global partnership for aid 
delivery and effectiveness, trade, and the environment. I will be developing some of these themes further in my 
Annual Meetings speech, which we will have the opportunity to discuss at the Development Committee lunch. 
 
Priorities for Action  
 
 The agenda for the Development Committee meeting focuses on some key issues that I touched on 
above. There are two main items for discussion: Following up on Recent Initiatives on Development Agenda; 
and Doha Development Agenda and Aid for Trade. You have papers setting out the issues, and here I will only 
add a few comments by way of emphasis. There are also a few other specific areas where progress is needed and 
I would like to report to the Committee on actions we are taking in the Bank. 
 
Following up on Recent Initiatives on Development Agenda 
 
 As our first item we will be discussing ways to further strengthen the development partnership and 
financing for achieving the MDGs and, in that context, the urgency and priority of Africa’s development 
challenge and the Bank Group’s Africa Action Plan; and debt relief. There are separate papers on these issues. 
There is also a set of related background papers and progress reports: a paper on aid financing and aid 
effectiveness; a progress report on scaling up World Bank support for infrastructure; a review of implementation 
of the HIPC Initiative; and reviews of World Bank conditionality and of the poverty reduction strategy (PRS) 
approach, both of which emphasize the importance of country leadership and the need for the Bank and other 
development partners to align their support behind effective country-led strategies. 
 
 I hope the Committee will endorse the stronger role the Bank intends to play—both at the country level 
and globally—in seeking to ensure effective delivery and utilization of the prospective increases in aid flows. In 
that context, I would like to underline our strengthened focus on results, increased attention to aligning our 
assistance with country-led programs and coordinating with other development partners, and our continued 
efforts to promote harmonization of donor practices and procedures. 
 
 I hope the Committee will also endorse the Bank Group’s Africa Action Plan as a very practical 
response to calls from the global community for increased and more effective assistance to Africa. It is right to 
focus our attention on Africa, not only because of the prevalence of poverty and human deprivation in the region 
but also because I see a real opportunity to make a difference. A dozen countries in Sub-Saharan Africa have 
achieved average GDP growth of more than 5.5 percent a year since the mid-1990s. We have the opportunity to 
build on success; and each national success story helps to demonstrate to other countries what can be achieved, 
and has spill-over benefits for neighboring countries. The plan has three core elements: a sharper focus on 
results; stronger attention to building capable states and improving governance; and emphasis on strengthening 
the drivers of growth. The plan envisages strengthened partnerships with others in implementing this agenda. I 
would like to emphasize that this is a plan for the entire Bank Group, not only for IDA; IFC and MIGA have 
critical roles to play in the key area of building a vibrant private sector. 
 
 Finally, we will have the opportunity to discuss, and I hope reach agreement on, implementation of the 
G8 debt relief proposal. I know there have been intensive discussions of this proposal in recent weeks among 
shareholders and IDA donors. It is a landmark proposal that can have a major impact in achieving the MDGs and 
has the potential to transform the conditions faced by many of our poorest partners. It is imperative that it be 
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implemented in a way that sustains IDA’s financial capacity to continue to assist IDA recipients in the future, 
with firm additional donor commitments to cover the cost of implementing the proposal. 
 
Doha Development Agenda and Aid for Trade 
 
 Given the critical role that international trade plays in fostering growth, it is hard to overstate the 
importance of a timely and successful outcome to the Doha Development Agenda. Although not in most cases 
directly responsible for overall trade negotiations, Finance and Development Ministers have a clear interest in 
their successful conclusion.  Decisions are now urgent if the critical Hong Kong meeting is to succeed. I hope 
that, as in the past, our discussion at this meeting of the Development Committee can help build momentum for 
such an outcome, and send a strong and forthright message about the urgency and importance of making 
progress. 
 
 At the same time we all recognize that many developing countries will need assistance to take full 
advantage of new trade opportunities. At its last meeting the Committee asked the Bank and Fund to work with 
others to develop proposals to provide such “aid for trade”, which are set out in a paper for the Committee. In 
summary we are proposing: an enhanced Integrated Framework for Trade-related Technical Assistance, with 
predictable multiyear financing; further study of the desirability and feasibility of a multilateral fund to address 
regional or cross-country aid for trade needs; and a strengthened framework for assessing adjustment needs so 
that IFI and donor assistance mechanisms can be better utilized. I believe we have developed a set of proposals 
that are practical and that, combined with more intensive use of existing mechanisms, will make a real 
difference. 
 
Supporting Development in Middle-Income Countries 
 
 While much of the discussion at this meeting will be about challenges facing low-income countries, I 
would like to underscore the importance I also attach to the support the Bank gives to our middle-income 
country (MIC) clients, and to finding ways to make our support more effective. I hope the Committee will return 
to this subject at a future meeting. MICs remain home to most of the world’s poor; nearly all MICs face difficult 
development challenges for the future; some of these countries play a key role as regional anchor economies; 
and as a group, their performance is important to delivery of many global public goods, ranging from global 
environmental sustainability to global financial stability.  
 
 In the Bank we will continue to implement the Management Action Plan for Enhancing Bank Support to 
MICs launched in 2004. Implementation of the 2003 Infrastructure Action Plan (on which the Committee has a 
separate progress report) to revitalize the Bank Group’s infrastructure business is also highly relevant to this 
group of countries, as are our continuing efforts to reduce the “costs of doing business” with the Bank. We are 
also engaged in a series of discussions with donors, other MDBs and MICs to identify ways to enhance 
cooperation, including greater use of techniques that combine the instruments and aid modalities offered by 
different parties, blending concessional and non-concessional forms of finance. 
 
Climate Change and Environmentally Sustainable Energy Sources  
 
 The Bank has been working on climate change for a number of years, initially through helping to 
establish the Global Environment Facility and increasingly through integrating these issues in its policy dialogue 
and lending. At the Gleneagles Summit, G8 leaders adopted an action plan that recognized the linkage between 
clean energy and sustainable development and asked the Bank to take a leadership role to develop an investment 
framework. We have provided a note to the Committee setting out actions we have been taking to create a 
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framework for clean energy and sustainable development and identify pragmatic investment and financing 
policy actions. Again, this is a topic that I hope the Committee will return to at a future meeting. 
 
Voice and Participation of Developing and Transition Countries 
 
 Finally, the Committee also has a progress report on the subject of voice and participation of developing 
and transition countries. While I recognize that this is an issue for shareholders and not management, I would 
like to stress the importance I see of adapting our governance structure to reflect changing realities in the global 
economy and ensure that all members have an adequate voice in our institution. I hope it will be possible to 
make progress soon on this difficult issue. 
 
Conclusion 
 
 I would like to conclude by underscoring the importance of our forthcoming deliberations. At their 
meetings this year world leaders have reiterated their commitment to a strong global compact for development. 
They have entrusted us with a leadership role in implementing the agenda. Our meeting will focus on some key 
elements of this implementation agenda. I look forward to a productive discussion that will move us forward. 
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Statement by the Managing Director of the International Monetary Fund, Mr. Rodrigo de Rato, to the 
Development Committee 
 
Introduction 
 
 Our meeting takes place at an important juncture in the international community’s efforts towards 
achieving the Millennium Development Goals (MDGs). It is now five years since we took up this enormous 
challenge, and there is a sense of renewed urgency. The recent UN World Summit on Implementing the 
Millennium Declaration reaffirmed the commitments made in Monterrey, but stressed the need for more 
progress, particularly in Sub-Saharan Africa. In addition, at the African Union and G-8 Summits, African leaders 
and their counterparts in the   G-8 committed themselves to intensify their efforts. 
 
 Sub-Saharan Africa continues to present the most difficult development challenge, and is the region 
where the task of achieving the MDGs is most daunting. The World Bank has put forward a report for discussion 
by the Development Committee that sets out a program of action to support an enhanced partnership for Africa’s 
development, including by ensuring the effective use of additional aid.1 The Fund will play an important role in 
assisting these efforts as macroeconomic stability is crucial to fostering durable growth and poverty reduction. 
The many challenges that low-income countries face, including dealing with the macroeconomic impact of 
higher aid inflows, make rapid progress difficult to achieve, but where governments have established stable 
macroeconomic frameworks and pushed ahead with structural reforms, we have begun to see encouraging 
results. 
 
 The continued recovery in global growth provides a good opportunity to address medium-term 
vulnerabilities emanating from higher oil prices and large global imbalances. Countries will need to take 
ambitious actions to correct persistent imbalances among the major economies, remove structural impediments 
to growth and prepare for changing demographics through forward-looking fiscal consolidation. All countries 
must be able to take maximum advantage of the benefits from globalization, which will require, among other 
things, moving decisively to liberalize trade in the Doha Development Round. 
 
 During the past year, we have held extensive discussions on a medium-term strategy to guide the Fund's 
future operations, which is reflected in a report circulated recently.2 This report identifies integration into the 
global economic and financial systems as a key challenge facing our member countries, and the Fund's 
assistance in designing and implementing the necessary measures and reforms as the organizing principle for our 
medium-term strategy. The strategy recognizes the changes that have already been made in recent years to adapt 
to this challenge, and provides a framework within which to prioritize the Fund's activities in order to increase its 
focus, effectiveness, and preparedness to face the future. In this statement, after summarizing the Fund’s 
assessment of the world economic outlook, I shall explain in more detail the Fund’s efforts to review, refine and 
strengthen its activities to help developing member countries accelerate growth and make faster progress toward 
achieving the MDGs. 
 

                                                 
1  World Bank, Strengthening the Development Partnership and Financing for Achieving the MDGs: An Africa Action 
Plan, background paper for the Fall 2005 Development Committee Meeting. 
 
2  Report of the Managing Director to the International Monetary and Financial Committee on the Fund’s Medium-Term 
Strategy (IMFC/Doc/12/05/2, 9/15/05). 
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Global Environment and Policy Response 
 
 Overall Outlook and Policy Response 
 
 After very high global growth in 2004, the expansion has moderated to a more sustainable pace, with 
global growth in 2005 expected to be 4.3 percent, and to remain close to that level in 2006. Although exceeding 
expectations in the first quarter of 2005, growth appears to have slowed in the second quarter, in part reflecting 
the earlier rise in oil prices. The expansion continues to depend unduly on continued high growth in the United 
States and China. 
 
 Global inflation has picked up slightly in response to higher oil prices, but remains at moderate levels 
and appears contained in the major industrial countries. However, inflationary pressures have risen somewhat 
more in emerging markets with forecasts for 2005 revised upwards in most regions. Global financial conditions 
also remain benign. Long-term interest rates are low, corporate earnings and balance sheets are strong, and a 
number of emerging markets have benefited from improved economic fundamentals and the increased presence 
of long-term investors. 
 
 There are significant downside risks to this short-term outlook. In particular, high and volatile oil prices 
remain a significant global risk. Continued high oil prices or further increases could entail financial difficulties 
for both vulnerable emerging market economies and poor oil-importing countries and could have a significantly 
negative impact on global growth—particularly in light of the disruption in the wake of Hurricane Katrina. A 
further risk is that, in the context of surging oil prices and widening global imbalances, a sharp rise in long-term 
interest rates prompted by rising inflation expectations or a shift in investor preferences away from U.S. assets 
could weaken housing markets, undermine confidence in highly indebted household sectors, and slow growth. 
 
 Some medium-term vulnerabilities also persist. Global current account imbalances have increased 
further and little improvement is expected in the near future. This may increase the risk of abrupt movements in 
exchange rates. Also, although fiscal consolidation is underway in many countries, unsustainable medium-term 
fiscal positions remain a key risk, posing a significant threat to macroeconomic stability. Moreover, most 
countries and regions face significant structural challenges that constrain growth in key areas. 
 
 The global expansion offers a favorable environment in which to address these medium-term 
vulnerabilities by: 
 

• reducing global current account imbalances, including through bolder fiscal adjustment in the United 
States; continued structural reform in the Euro Area and Japan to boost domestic demand and 
growth; higher public expenditures and accelerated structural reforms in oil-exporting countries; and 
faster financial sector reform with greater use of exchange rate flexibility in Asia; 

 
• addressing constraints to long-term growth in developing countries by stepping up the pace of 

structural reform, including through further improvements in the investment climate in many 
emerging market economies; 

 
• opening markets via a successful and appropriately ambitious trade liberalization under the Doha 

Round; and 
 

• strengthening medium-term fiscal positions in both industrialized and developing countries to 
address, among other things, high or rising public debt and changing demographics. 



 9

 
 Regional Outlooks and Policy Response 
 
 In the United States, growth remained strong in the first half of 2005, and the momentum of the 
expansion appears to remain solid, although hurricane Katrina has underscored downside risks. Risks include a 
jump in the very low household savings rate if the housing market were to cool, a slowdown in underlying 
productivity growth, and further increases in oil prices. With growth still exceeding its potential and interest 
rates low, a further measured withdrawal of monetary stimulus seems likely to be appropriate. Significant fiscal 
consolidation will be needed to ensure medium-term sustainability and boost domestic savings for an orderly 
adjustment in global imbalances. Growth in the Euro Area should regain its momentum gradually in the second 
half of 2005, although there are risks of more extended period of weakness. If inflationary pressures remain 
restrained, and the recovery appears to be fading, or if the euro appreciates significantly, an interest rate cut may 
be appropriate. In addition, further action will be required to cope with the fiscal pressures of ageing populations. 
In Japan, growth rebounded in the first half of 2005, and the growth momentum seems likely to continue. There 
has been considerable progress in addressing weaknesses in the bank and corporate sectors, which has put the 
economy in a better position to sustain an expansion. The momentum for financial and other structural reforms 
should be maintained. The accommodative monetary stance should continue until deflation is decisively 
overcome. 
 
 In emerging markets, economic performance remains strong. 
 

• In Emerging Asia, growth continues to be robust, although there has been a marked increase in intra-
regional divergences. Growth in China and India remains high, but the expansion in much of the rest 
of the region has slowed, reflecting the impact of higher oil prices and of a correction in the 
information technology sector. However, the expansion should strengthen during the remainder of 
2005. The region should seek to achieve an appropriate balance between growth in domestic and 
external demand. In this context, the recent move to more flexible exchange rate arrangements in 
China and Malaysia is appropriate, and the authorities should make full use of the increased 
flexibility. 

 
• In Latin America, growth has moderated to a more sustainable pace after a sharp rebound in 2004. 

Looking forward, the expansion is projected to continue at a solid pace, with growth remaining 
above the 1990s average through 2005-6, underpinned by both external and domestic demand. The 
current expansion appears to be more resilient than earlier ones, reflecting a combination of 
improved monetary, fiscal, and external debt management policies, and strong global growth and 
commodity prices. It is now a good time for undertaking reforms to address long-standing 
impediments to faster growth while further strengthening the fiscal and debt positions. 

 
• In Emerging Europe, growth remains resilient although the pace of expansion has eased since the 

middle of 2004. Nevertheless, concerns remain about possible overheating in some countries. Where 
credit is expanding at an unsustainable pace, measures are needed to reduce credit growth and 
associated risks. Fiscal consolidation and structural reform are also needed to manage demand 
pressures and improve medium-term sustainability. 

 
• In the Middle East, oil-exporting countries have enjoyed a robust growth performance. With 

continued prudent financial policies and oil production close to capacity, growth is expected to 
moderate slightly in 2006. With a significant proportion of the oil revenue increase expected to be 
permanent, managing the revenue will be a central challenge. The revenue will provide the 
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opportunity to address some of the long-standing economic problems in the region, including the 
financing of reforms aimed at generating employment opportunities for the rapidly growing 
working-age population. 

 
• In most Commonwealth of Independent States countries, real GDP growth slowed in early 2005, 

mainly reflecting sluggish investment and lower oil sector growth, while inflation rose after a long 
period of sustained disinflation. A combination of tighter monetary policy and exchange rate 
appreciation will be needed to keep inflation in check. 

 
• In Sub-Saharan Africa, the outlook remains favorable, even though the expansion is expected to 

slow somewhat this year following an eight-year high in 2004. Growth is supported by improved 
macroeconomic policies, higher commodity prices, lower external debt burdens, progress with 
structural reforms and fewer armed conflicts. In 2006, growth is expected to accelerate to 5.9 
percent, which, if achieved, would be the strongest expansion in the region since the early 1970s. 
However, to accelerate progress towards achieving the MDGs, major efforts are still needed to 
promote private sector activity, develop infrastructure, and strengthen institutions. 

 
The Fund’s Efforts to Improve Surveillance and Global Financial Stability 
 
 Surveillance remains central to the Fund’s role in preventing crises, and must continue to evolve to keep 
up with the changing needs of the global environment. We have embarked on a range of reforms geared to 
enhancing the effectiveness of surveillance, in line with the conclusions of the 2004 Biennial Surveillance 
Review.3 Recent changes include: 
 

• issuing revised internal guidance on bilateral surveillance, to update and streamline our procedures 
and policies;  

 
• requiring more in-depth internal discussion before beginning bilateral surveillance discussions, with 

the aim of improving the selectivity and focus of analysis; 
 

• devising a new vehicle to apprise the Board of recent trends in trade policy, permitting Article IV 
consultations to treat these issues more selectively; 

 
• giving greater prominence to the discussion of exchange rate issues in bilateral surveillance 

documents and expanding work on assessing equilibrium exchange rates;  
 

• mainstreaming financial sector issues in surveillance work; and 
 

• revising the Fund’s framework for debt sustainability analysis to address concerns about 
overoptimistic projections and help integrate such analyses more fully into the surveillance process. 

 
The strategic review has confirmed these changes and is expected to give new impetus to efforts to sharpen the 
focus of surveillance and ensure that the Fund’s voice is heard. 
 

                                                 
3  Public Information Notice No. 04/95, August 24, 2004, IMF Executive Board Reviews the Fund's Surveillance 
(http://www.imf.org/external/np/sec/pn/2004/pn0495.htm). 



 11

 The Fund is also giving more emphasis to regional surveillance to highlight spillover effects of country 
policies, and bring an analytical focus to regional issues. The increased use of regional surveillance to analyze 
economic and policy development, such as in Central America, Central and Western Africa, the Eastern 
Caribbean, the Pacific Islands and Asia, helps to inform bilateral surveillance and the Fund’s engagement with 
country authorities. 
 
 The Fund continues to support timely and effective resolution of financial crises by encouraging the use 
of collective action clauses in international sovereign bonds and working on relevant issues aimed at helping 
ensure that it is in a better position to meet the challenges that future crises could pose. In this context, a recent 
report reviews advances in the adoption and design of collective action clauses, reports on recent cases of 
sovereign debt restructuring with private creditors, and discusses the evolution of the Evian approach and other 
Paris Club debt initiatives.4 It also provides a brief update on progress by the Institute of International Finance in 
broadening the consensus among emerging market issuers and private sector creditors on the Principles for 
Stable Capital Flows and Fair Debt Restructuring in Emerging Markets. 
 
Supporting Low-Income Member Countries 
 
 The Role of the Fund in Low-Income Member Countries 
 
 The Fund’s principal contribution to implementing the development agenda remains the promotion of 
macroeconomic and financial stability—a precondition for growth and poverty reduction—through its policy 
advice, capacity building, and financial assistance. We thus remain fully engaged in efforts to help low-income 
member countries achieve the MDGs. To maximize its contribution, the Fund has undertaken a reassessment of 
its role in low-income countries, focusing on adapting its instruments to the particular needs of the low-income 
membership, as well as on better defining its role on the ground, particularly in the interaction with the 
authorities, civil society, and other development partners. The importance of efforts in these directions is 
underlined in the strategic review, with its accent on increased focus and flexibility. Recent work has 
concentrated on strengthening the instruments for engaging with low-income members, and helping members 
achieve and maintain debt sustainability. In addition, the Fund is a strong advocate of more and effective 
development aid and plays a role in supporting its coordination. 
 
 Supporting Low-income Countries’ Efforts to Achieve the MDGs 
 
 The Fund has been working, with other development partners, to ensure that the Poverty Reduction 
Strategy (PRS) approach provides an operational tool for implementing and coordinating efforts to foster 
growth, poverty reduction, and progress towards the MDGs. A recent joint review with the staff of the World 
Bank concluded that the PRS approach is a useful framework for balancing domestic and external 
accountabilities for development results and providing a platform for scaling up country efforts to achieve the 
MDGs.5 It also noted that alternative scenarios could overcome possible tensions between an operationally 
realistic PRS framework and more ambitious development plans, and suggested that Fund staff should play an 
active role in the development of such scenarios as well as in assisting countries manage higher aid flows. 
 

                                                 
4  Progress Report on Crisis Resolution (SM/05/342, 9/2/05). 
 
5  Joint World Bank and IMF Report on Poverty Reduction Strategy Papers—Progress in Implementation 
(http://www.imf.org/external/np/pp/eng/2005/020205.pdf). 
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 The Fund is working with low-income country members and the international community to put in place 
appropriate policies and build capacity. It continues to assist countries in building sound institutions, which 
strengthens the capacity of the public sector to mobilize domestic revenue and improve budgetary management, 
which are essential for scaling up public services. The Fund also helps build institutions in the monetary and 
financial sectors. Moreover, in areas within its mandate and expertise, the Fund is helping member countries 
improve governance, including the legal and regulatory reforms which are important for a vibrant private sector. 
The Fund is also helping its members to observe best practices in fiscal transparency, including with respect to 
resource revenue management on which it issued a Guide, and supports the Extractive Industries Transparency 
Initiative. 
 
 Modalities for Financing the MDGs 
 
 Financing for the MDGs remains prominent on the international agenda in view of the reaffirmation by 
the UN World Summit that much more aid is needed and the decision made at the G-8 Summit to double aid to 
Sub-Saharan Africa by 2010. The Fund continues to advocate substantially higher aid flows, while recognizing 
that reforms are needed to ensure that absorptive capacity improves as aid is scaled up. Equally important is 
improving the quality of aid through firm implementation of the Paris Declaration on Aid Effectiveness. The 
Fund stands ready to help member countries adapt their macroeconomic policies to manage higher aid inflows. 
 
 While the most effective way to generate additional resources for the MDGs would be for donor 
countries and multilateral institutions to increase their ODA contributions, consideration is also being given to 
alternative mechanisms, including innovative modalities such as the International Finance Facility (IFF) and 
global taxes. Following up on a request from the Development Committee, Fund staff have contributed to a 
World Bank paper on development financing for the forthcoming Committee meeting.6 A number of proposals 
have now been fleshed out, but some technical concerns still need to be addressed, and the challenge of 
mobilizing sufficient political consensus for implementation remains.  
 
 Refining the Fund’s Policy Advice and Strengthening its Instruments  
 
 For some time now, the Fund has been considering how it could better serve its low-income members. 
While it is recognized that the Poverty Reduction and Growth Facility (PRGF) will remain the main instrument 
for assisting these members, its mission to support low-income members’ efforts to secure and maintain 
macroeconomic stability and achieve sustainable growth and reduce poverty requires the institution to adapt as 
members’ needs evolve. 
 
 The Fund recently completed its review of the design of PRGF-supported programs in “mature 
stabilizers.”7 While many low-income countries still need significant macroeconomic adjustment, many others 
have achieved broad macroeconomic stability and sustained growth, often with the Fund’s support. The review 
confirmed the importance of adequate policies—particularly those which would open the economy and avoid 
macroeconomic instability and exchange rate overvaluation—in initiating sustained growth even in countries 
with weak institutions. It also asked how fiscal space could be created for urgent spending needs, beyond what 
can be achieved through a better allocation of existing resources. Increases in grants clearly have the greatest 
potential in this regard, although even these must be managed carefully: the risk and consequences of real 
exchange rate appreciation must be recognized, but weighting these too highly can lead too quickly to an 

                                                 
6  World Bank, Aid Effectiveness and Aid Financing, background paper for the Fall 2005 Development Committee meeting. 
 
7  Review of PRGF Program Design (SM/05/304, 8/09/05 http://www.imf.org/external/np/pp/eng/2005/080805r.htm) 
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approach whereby aid is kept in international reserves and the additional external resources provided are not 
absorbed. The choice between the other means of financing higher public spending—taxation and borrowing—
requires that attention be given to issues of crowding out and to implications for debt sustainability. As regards 
monetary policy, the study found support for targeting single-digit inflation rates, but also some room for looser 
monetary targets reflecting financial deepening. 
 
 Shocks Facility: The Executive Board has agreed in principle to the creation of a new window in the 
PRGF Trust for low-income members facing exogenous shocks.8 This window would provide concessional 
support to low-income members without a PRGF arrangement, and act as a potential safety net for members that 
wish to exit continuous PRGF program engagement. It would thus complement the existing instruments 
available to assist low-income countries facing shocks, such as augmentations of PRGF access, the 
Compensatory Financing Facility, subsidized emergency assistance for natural disasters and post conflict cases, 
and the use of credit tranche resources. 
 
 Signaling: The Executive Board also recently agreed to establish a new non-financial mechanism, the 
Policy Support Instrument (PSI), which will be made operational shortly.9 The PSI will be available to PRGF-
eligible countries which do not need the Fund’s financial assistance and which have a poverty reduction strategy 
in place and a policy framework appropriate for consolidating macroeconomic stability and debt sustainability, 
while deepening structural reforms in key areas that constrain growth and poverty reduction. A PSI will require 
country policies to meet the standard of upper credit tranche conditionality. Regular semiannual reviews by the 
Board of a PSI-endorsed program will provide a multidimensional assessment of policies in addition to a 
judgment on whether the program as a whole is on track. Publication of PSI-related documents will be voluntary 
but presumed. An on-track PSI would facilitate rapid access to concessional resources from the Fund in case of 
shocks, although quick access to Fund resources may not be possible for PSI users that choose not to undertake a 
safeguards assessment.  
 
 PRGF Financing Needs: In order to maintain adequate capacity of the PRGF instrument to meet future 
needs, work is underway on estimating the demand for PRGF financing over the medium term, incorporating the 
implications of potential debt relief and the introduction of the PSI and the shocks window. The Executive Board 
has emphasized the close linkages between the financing of the Fund’s concessional lending operations and 
further debt relief, and agreed that the Fund needs to be adequately equipped to meet future financing demands 
associated with its role in supporting low-income countries. The Board has also underscored that additional 
financing for the proposed shocks window should be secured from donors, as needed. 
 
 Debt Relief and Debt Sustainability 
 
 There has been further progress in implementing the enhanced HIPC Initiative. In total, 18 countries 
have reached the completion point, and Burundi recently reached the decision point, bringing the total number of 
countries in the interim phase to 10. The Fund and World Bank Boards agreed last year to extend possible 
eligibility for the Initiative to 2006 to allow more countries to benefit from HIPC debt relief, while “ring-
fencing” participation to avoid creating perverse incentives. The staffs have recently drawn up a preliminary list 
of 13 potentially eligible countries (including the additional countries that qualify based on end-2004 debt 
burden indicators) that have not yet reached the decision point. Grant resources are still needed to cover HIPC 

                                                 
8  Strengthening the Fund’s Ability to Assist Low-Income Countries Meet Balance of Payments Needs Arising from Sudden 
and Exogenous Shocks (EBS/05/88, 6/10/05). 
 
9  Policy Support and Signaling in Low-Income Countries (EBS/05/87, 6/10/2005). 
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debt relief for the three protracted arrears cases, Liberia, Somalia, and Sudan, which are also potentially eligible 
countries. 
 
 The G-8 recently put forward a proposal for further debt relief for Heavily Indebted Poor Countries. The 
proposal envisages the cancellation of 100 percent of the claims of the IMF, International Development 
Association, and African Development Fund on the countries that have reached, or will reach, the completion 
point under the enhanced HIPC Initiative. According to the proposal, the cost to the Fund would be met from its 
own resources, drawing inter alia on existing funds earmarked to finance HIPC debt relief and PRGF operations. 
 
 The Executive Board has discussed the G-8 proposal on various occasions, and considered ways to 
implement it, focusing primarily on questions of uniformity of treatment, conditionality, and financing. There is 
a consensus that the proposal could go a long way toward eliminating the external debt burden of a number of 
the world’s poorest countries, thereby freeing resources for achieving faster progress towards the MDGs. The 
Board has also emphasized the importance of not impairing the Fund’s lending capacity for low-income 
members. In this regard, it has welcomed the G-8’s commitments to provide additional resources to meet several 
needs: the resources necessary for the three protracted arrears cases; possible costs of debt relief to countries that 
may become eligible for HIPC assistance under the extended sunset clause; and up to US$350–500 million to 
meet other difficult to foresee costs. 
 
 However, to preserve the potential benefits of debt relief in the longer term, especially in light of many 
low-income countries’ ongoing financing needs, it will be critical to help countries avoid excessive borrowing. 
The purpose of the new debt sustainability framework (DSF) for low-income countries that the Executive Boards 
of the Fund and the Bank adopted earlier this year is to help low-income countries avoid excessive build-up of 
debt in their pursuit of the MDGs.  
 
Doha Negotiations and Aid for Trade 
 
 An ambitious and timely conclusion to the Doha Round remains one of the most vital contributions that 
could be made to bolstering global growth, including for low-income members, over the medium term. It is 
important that countries use the December 2005 WTO Ministerial Conference meeting in Hong Kong to agree 
on a specific trade liberalization framework. Otherwise, when coupled with the tensions created by global 
imbalances, a failure of the Doha Round could exacerbate protectionism. 
 
 Fund and World Bank staff have formulated ways to provide stronger “aid for trade” as described in a 
joint report.10  The intention is to help low-income countries achieve the full benefits of trade liberalization and 
alleviate the supply constraints to exploiting trade opportunities. An important component of such efforts would 
be scaling up and expanding the activities of the Integrated Framework (IF)—an inter-agency initiative to 
coordinate trade-related technical assistance and mainstream trade into national strategies—which also entails 
increased assistance in the form of grants and loans from an IF-supported trust fund. Staffs also propose to report 
to the Development Committee and IMFC at the 2006 Spring Meetings on the adequacy of existing mechanisms 
to address regional or cross-country trade needs and explore new mechanisms as appropriate. To address 
adjustment costs arising from trade liberalization, staffs propose a strengthened framework for assessing 
adjustment needs so that existing assistance mechanisms can be better utilized. The Fund’s Trade Integration 
Mechanism (TIM) is already available to help countries address the pressures that may emerge from multilateral 
trade liberalization undertaken by other countries. Floating tranches under Fund arrangements could also be used 
to mitigate the balance of payments impact of trade reforms when the timing of those reforms is uncertain. 
                                                 
10  IMF and World Bank, Trade Progress Report: Doha Development agenda and Aid for Trade, paper for the Fall 2005 
Development Committee Meeting. 
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Voice of Developing Countries and Countries in Transition 
 
 The Fund’s legitimacy and effectiveness depend crucially on members’ perceived stake in the IMF as an 
institution. Our governance structure needs to continue to evolve to reflect the changing realities of the global 
economy, to ensure that all members have an adequate voice in the institution—including Asian and other 
emerging economies whose growing economic weight is not reflected in the Fund’s governance structure, and 
African countries, where the Fund is heavily engaged. 
 
 The Executive Board explored in a seminar the options for moving forward in this area. The staff paper 
for this discussion notes that progress will require broad consensus among shareholders and examines the scope 
for change, including in the absence of a general quota increase. Among the measures discussed are ad hoc 
increases for selected countries whose quotas are most out of line; voluntary adjustments in quotas among 
country groups or individual members, to better reflect members’ relative positions in the world economy; and 
an increase in basic votes, to correct the erosion of voting power of the African countries and other countries 
with relatively small quotas. The future work program on this issue, including in the period leading to the 2006 
Annual Meetings, will take careful account of the suggestions that emerged during the seminar. 
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Highlights of Ministerial Statements 
 
Statement by Mr. Trevor Manuel, Chairman of the Development Committee, Minister of Finance of 
South Africa 
 
Following Up on Recent Initiatives on the Development Agenda 
 
 Ministers note some encouraging signs. Developing countries have improved their policies and 
governance, resulting in accelerating economic growth. The “Year of Development” has brought a number of 
significant initiatives on aid and debt relief, with particular focus on Sub-Saharan Africa. However, there are 
important risks - persistent country imbalances, terms of trade challenges, and the prospect of the revival of 
protectionist trade policies, especially if the Doha Round does not achieve its ambitious yet crucial goals. 
 
 To meet these challenges, Ministers believe that efforts should focus on ensuring that all partners in the 
development process implement the commitments made at Monterrey. The Bank Group has a prominent role to 
play in fostering ownership, building capacity, and developing best practice policy advice, as well as providing, 
coordinating, and leveraging financial support. Its assistance will continue to be necessary over many years, in 
part because reaching the MDGs may take longer than originally anticipated.  Ministers also welcome the work 
on enhancing IMF instruments in support of its low-income members, and call for further strengthening Bank-
Fund collaboration in this area. 
 
Strengthening the Development Partnership and Financing for Achieving the MDGs: an Africa Action Plan 
 
 Ministers welcome the special focus on Africa as timely and important, since Africa is further away 
from other regions in reaching the MDGs.  They applaud the G8 initiative to double aid to Sub-Saharan Africa 
by 2010, which they find to be an appropriate response to African leaders’ commitments to intensify efforts to 
promote growth, establish good governance, remove trade barriers, and end conflicts. However, they stress the 
need for additional efforts to strengthen governance and institutions in poorly performing economies and fragile 
and conflict-affected states.  
 
 Ministers commend the Africa Action Plan (AAP), describing it as comprehensive, appropriate, and 
providing a good balance between ambition and realism. Ministers highlight the plan’s focus on drivers of 
growth, capacity building, infrastructure, and governance and look forward to its implementation and further 
adaptation as conditions evolve. They also welcome the emphasis on effective delivery of aid commitments, 
strengthened focus on results, coordinating and leveraging of aid, and improving alignment and harmonization. 
They support the emphasis on the Bank working in partnership with others in implementing the plan. 
 
 Several Ministers indicate some areas where the AAP could be strengthened. These include according 
greater priority to gender equality, emphasizing the importance of trade liberalization, advocating a stronger 
linkage between trade facilitation and infrastructure investments, and paying more attention to aid effectiveness, 
including financing recurrent costs where appropriate. Some Ministers call for more attention to financing of 
LICUS and post-conflict countries, and to supporting small and medium enterprises. 
 
 Some Ministers believe that priority support should be given to countries showing strong leadership and 
resolute commitment to reform and participatory governance. Some express concern about the quality of data 
and urge the Bank to place more emphasis on selecting a suitable set of data that is cost effective and feasible for 
results measurement. Some Ministers welcome plans for further decentralization of staff responsible for the 
implementation of the AAP. 
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 While some Ministers support the Catalytic Fund as an innovative way of helping the Bank deliver 
resources for infrastructure, others caution that such a fund may risk adding to the proliferation of funding 
vehicles and distortions vis-à-vis existing mechanisms. 
 
Debt Relief 
 
 Ministers welcome debt relief as an effective and efficient aid instrument that provides predictable net 
resource transfers at low transaction costs. They agree with the proposed framework for implementation, 
particularly the strategic provision of grants by IDA based on debt sustainability considerations. They stress the 
importance of ensuring future debt sustainability in order to break the vicious lend-and-forgive cycle. They 
emphasize that debt relief must be accompanied by a similar resolve to secure greater market access for 
developing countries, without which the larger aim of debt cancellation will fail to materialize. 
 
 Ministers commend the G8 for the proposal to cancel 100 percent of outstanding debt of HIPC countries 
to the IMF, IDA, and the African Development Fund (AfDF) and to provide additional resources to ensure that 
the financing capacity of international financial institutions is not reduced. They note that the success of this 
initiative depends on finding appropriate solutions to several key policy and technical challenges.  Ministers 
stress the need to ensure that resources freed up by debt relief are used to support countries in implementing their 
PRS and meeting the MDGs. 
 
 Ministers stress the importance of safeguarding the long-term financial integrity of IDA, the IMF, and 
the AfDF. Confining the dollar-for-dollar compensation to IDA 14 would expose IDA to continued uncertainties 
and risks. Ministers emphasize that resources to fund this initiative should be additional to current ODA levels 
and urge donor countries to provide upfront, long-term commitments to compensate IDA and AfDF dollar for 
dollar so that they can continue to assist poor countries in the future. Ministers also noted the importance of 
preserving IMF’s ability to provide concessional financing to low-income countries. 
 
Doha Development Agenda and Aid for Trade 
 
 Ministers welcome the report, which highlights the significance of the upcoming Hong Kong Ministerial 
meeting for success of the Doha Round and addresses the many issues remaining to be resolved before a 
successful conclusion can be reached. They see the Doha Round as an unprecedented opportunity to free up 
trade and lay a solid foundation for attaining the MDGs. They concur with the report that critical to a successful 
conclusion of the Doha Round is agreement on the three key pillars of negotiations relating to agriculture: 
improved market access, domestic support, and export competition. Ministers stress that for trade to become a 
strong lever for growth, good trade policies need to be accompanied by complementary reforms, capacity 
building, technical assistance, and investment in infrastructure.  They call on the Bank and the international 
community to play an intensive, proactive role at the upcoming Ministerial in Hong Kong in order to help bring 
about successful completion of the Doha Round by 2006. 
 
 Ministers support the Bank’s practical proposals to help client countries manage their integration into 
global markets. They welcome the Bank’s initiative to provide aid for trade, which they say will help address 
supply-side constraints in many developing countries. Ministers support the Bank’s ongoing analytical work on 
trade policy issues, which has assisted developing countries in tackling impediments to enhancing trade 
opportunities. Some Ministers caution against diminishing the trade liberalization agenda, diverting attention 
from critical issues such as phasing out of agricultural subsidies, market access, and movement of natural 
persons as service suppliers. They also believe that the aid for trade discussion should not focus exclusively on 
the least developed countries. 
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 Ministers support the expansion of the Integrated Framework as a means of helping countries 
mainstream trade into their PRSs and providing multi-year programs of capacity building and technical 
assistance. Many Ministers support the proposal to extend eligibility to a wider group of low-income countries. 
 
 Ministers endorse further Bank and Fund work on the means to address regional or cross-country aid for 
trade needs. Some Ministers caution, however, that financing of this fund should not crowd out other 
development financing. 
 
 Ministers concur with the proposal for a strengthened framework for assessing adjustment costs 
resulting from trade liberalization.  Some Ministers, however, believe that multiple channels for addressing 
adjustment costs already exist, and that the Bank should focus on strengthening the existing mechanisms. 
 
Progress Reports 
 
 Aid Financing and Aid Effectiveness 
 
 Ministers recall that provision of timely aid resources of adequate quality and amount has been at the 
forefront of the Development Committee agenda since the Monterrey Conference. Nevertheless, they note that 
while aid flows and future commitments have increased, they still fall well short of the 0.7 percent of GNI target. 
Moreover, a large portion of aid continues to go to technical cooperation, debt relief, and emergency aid. 
Ministers support the proposed action plan to enhance the Bank’s role in the global monitoring, reporting, and 
follow-up on aid commitments. Some Ministers request updates to be conveyed to the Development Committee 
at its Spring 2006 meetings. 
 
 Ministers emphasize the need to use scarce development funding effectively. They stress that a 
combined focus on higher aid volumes and aid efficiency and effectiveness is critical in ensuring that 
commitments translate into positive outcomes. They welcome the Bank’s focus on tangible and measurable 
results as a major instrument for enhancing aid effectiveness, cautioning that the Bank should ensure that these 
efforts do not lead to additional bureaucratic procedures or delays in project preparation. 
 
 Ministers welcome the progress toward implementation of the 12 indicators suggested in the Paris 
Declaration on Harmonization and Alignment, which will improve recipients’ financial management and 
procurement systems, better align aid to recipient priorities, better coordinate donors, and improve aid 
predictability. They stress the need for further progress on harmonization and alignment and call on all countries 
to adhere to the principles, targets, and indicators agreed on in Paris. Some speakers suggest that the best way of 
overcoming the problems of donor coordination is to channel more ODA through multilateral agencies such as 
IDA. 
 
 Many Ministers welcome the progress achieved in developing new mechanisms to mobilize aid 
financing, particularly in the area of vaccines, such as the International Finance Facility for Immunizations 
(IFFIm) and Advance Market Commitments. A number of Ministers endorse an international solidarity 
contribution levied on airline tickets, while others question such mechanisms. 
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 Infrastructure and the World Bank 
 
 Ministers support the Bank’s infrastructure agenda and agree that improved infrastructure is crucial in 
enhancing growth prospects, accelerating poverty reduction, and achieving the MDGs. They welcome the US$1 
billion increase in lending for infrastructure while maintaining good project quality. Ministers stress that the 
enhanced focus on infrastructure must emanate from country priorities. They encourage the Bank to seek 
stronger cooperation with other partners working in infrastructure. Some ministers welcome the use of country 
systems for infrastructure programs as long as they are equivalent to Bank standards. Ministers encourage the 
Bank to continue work on the impact of infrastructure investments on poverty alleviation and on the impact of 
fiscal space on infrastructure investment and growth. They also stress the importance of incorporating 
infrastructure projects into PRSPs. 
 
 Review of World Bank Conditionality 
 
 Ministers endorse the key findings and good-practice principles that have emerged from the review and 
encourage their implementation. Chief among these principles are that conditionality is most effective if it 
reflects the borrower’s ownership of a reform program, that conditionality should be based on actions within 
governments’ control, that streamlining of conditionality should not lead to an increase in the number of triggers, 
that the accountability framework should be coordinated with country authorities, and that progress reviews 
should be transparent. Ministers support initiatives to avoid overlapping or contradictory conditionality among 
development partners. 
 
 Voice and Participation of Developing and Transition Countries 
 
 Ministers note some limited progress within the Bank Group in enhancing voice and participation of 
developing and transition countries, particularly in areas such as secondment arrangements. However, they 
emphasize that the deeper structural challenges await resolution in order to enhance the legitimacy, transparency, 
accountability, and ownership of the decision-making process in the Bretton Woods institutions. Some Ministers 
call for a speedy completion of the IMF’s review of its quota formula, focusing on more adequate bases for 
computing GDP, such as purchasing power parity and the level of reserves. Some ministers stress that any 
further actions on voice should not politicize decision-making in the Bank and the Fund or jeopardize the 
tradition of governance by consensus. 
 
 The 2005 Review of the PRS Approach 
 
 Ministers welcome the PRS review’s findings and applaud the international community for its progress 
in establishing the PRS approach as a unique platform for policy dialogue, donor coordination, and aid 
effectiveness. The results include agreement on a common monitoring framework to track implementation 
results, streamlining of aid delivery mechanisms, and predictability in resource flows linked to performance. 
Ministers urge continued work to improve the quality of PRSs by refining targets and indicators, broadening 
their policy content, strengthening their analytical foundation and their results focus, and improving participatory 
processes. Some Ministers stress that the next generation of PRSs should be more clearly linked to achieving the 
MDGs. A Minister suggests focusing future annual reviews on specific aspects of the PRS process, such as 
progress on scaling up aid, capacity building strategies, streamlining procedures, and strengthening the quality of 
PRS growth strategies. Another Minister proposes making Annual Progress Reports the basis for internal and 
external accountability and goal setting. 
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 HIPC Initiative: Status of Implementation 
 
 Ministers welcome the progress under the Enhanced HIPC Initiative, including an increase the number 
of countries that have reached the decision and/or completion points and the positive impact of debt relief on 
poverty-reduction efforts. They note with concern, however, that countries continue to have large debt stocks. 
Ministers encourage a more cooperative attitude on the part of non-Paris Club and commercial donors, whose 
involvement in the initiative has declined. Ministers highlight the importance of fully financing HIPC, including 
for the additional countries likely to be declared eligible under the sunset clause extension. They urge 
finalization of the list of potential beneficiaries so as to be able to calculate the associated financial implications. 
 
 Climate Change, Energy, and the World Bank 
 
 Ministers welcome the paper and note the increasing importance of climate change and energy 
efficiency in the context of sustainable development. Ministers welcome increased efforts by the Bank in this 
area.  They stress the importance of further strengthening the Global Environment Facility’s activities and of 
reaching agreement on the 4th replenishment of the GEF as early as possible. Some Ministers welcome the 
emphasis on the energy sector and agree that the Bank should scale up efforts in the field of renewable energy to 
facilitate access to clean and cost-effective energy in developing countries and improve the environment. They 
commend the Bank’s commitment to increase lending for renewable energy by 20 percent annually over the next 
five years. 
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Prepared Statements Circulated by Members 
 
 
Statement by Mr. Ibrahim Al-Assaf, Minister of Finance, Saudi Arabia 
 
 I wish to start with a word in appreciation of Trevor Manuel. For close to four years, he has contributed 
immensely in his lead role as the Chairman of this Committee.  I welcome his successor Alberto Carasquilla and 
wish him all success.  I also commend Thomas Bernes for his past work as Executive Secretary.  Further, I thank 
Zia Qureshi, our Interim Secretary, for facilitating the preparations for this meeting. 
 
 In this “Year of Development”, the key role of the Development Committee is evident from the number 
of important and timely issues that are before us, as endorsed most recently in the U.N. Millennium Review 
Summit.  The agenda reflects and builds on the momentum established in recent years. The focus is now rightly 
on how we can best move forward to implement the work ahead in a cooperative and mutually beneficial 
manner.  It is in this context that I offer my selective comments. 
 
 I will first focus on the Development Committee’s recent initiatives, especially the steps to accelerate 
progress toward reaching the Millennium Development Goals (MDGs) and the related challenge of addressing 
the problem of unsustainable debt burdens. I am encouraged that constructive proposals are afoot on both fronts. 
 
 I endorse the renewed priority for speedy progress toward the MDGs. Here, the focus is rightly on the 
Action Plan for Africa, the continent most lagging on attaining the MDGs.  I also agree that the central challenge 
here is to accelerate and sustain growth and development in Sub-Saharan Africa.  I am pleased to see the Bank’s 
response to our earlier request for an ambitious action plan.  I also commend the continued strengthening of 
reforms led by the Africans themselves with encouraging initiatives by their development partners. 
 
 I welcome the four objectives suggested in the action plan for guiding the Bank’s support of increased 
commitments by the international community.  It is indeed vital to ensure effective delivery of aid commitments; 
strengthen the focus on results; coordinate and leverage aid to promote high performers, turnaround situations, 
and regional investments; and improve alignment and harmonization of the policies of the donors and benefiting 
countries.  I am also impressed by the twenty-five priority actions that the Bank itself has identified to support its 
goals.  Of course, these actions will have to be carefully implemented on a country-by-country basis. 
 
 Major challenges nevertheless remain for Africa.  In particular, the region’s prospects continue to be 
weighed down by limited markets in small and often landlocked countries, persistent conflicts, excessive 
dependence on commodity exports, and the HIV/AIDS pandemic.  The importance of further capacity building, 
regional trade and infrastructure projects, and long-term social investments, especially in education, is indeed 
pressing.  Much depends here on success of Africa’s own ongoing efforts to deepen current reforms, including 
steps for increased domestic resource mobilization and improved governance.  The difficulties notwithstanding, I 
am encouraged by the renewed sense of African ownership as well as the promising signs of a more robust and 
sustained growth in some economies. 
 
 The external environment remains critical.  Increased and diversified trade based on comparative 
advantage can, in the longer-term, help fuel internal modernization and economic development.  However, in 
Africa as in other regions, the success of the process will require actions by industrial countries to open their 
markets and dismantle trade-distorting subsidies -- a theme I will return to later. 
 
 On aid effectiveness and aid financing, I am glad to note that the decade-long decline in Official 
Development Assistance (ODA) has ended. However, the aid volume is yet to show a significant rise in cash 
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financing for the poorest countries.  Still well below the 0.7 percent of GNI target, the aid total mostly includes 
special purpose grants for debt relief, emergency and technical assistance, and administrative support.  Here, the 
Bank and the other partner agencies can only monitor and report the developments, since the actual delivery of 
aid is up to the individual donors.  An independent evaluation of the progress being made could be helpful. 
Indeed, I encourage it.  Also, non-DAC donors with long experience in coordination should be part of the 
process.  Donors who have attained the 0.7 percent target, or are making renewed efforts to reach it, are 
providing a welcome boost to aid flows.  I encourage others to follow these examples. 
 
 Concerning innovative financing,  I remain of the view that, as the Monterrey Consensus confirmed, 
exploring innovative sources of financing is worthwhile, but only provided these do not unduly burden the 
developing countries.  It seems some of the proposals, which had long had difficulty in attracting consensus, 
have now been dropped.  The World Bank should contain any enthusiasm for reintroducing these.   On the 
remaining options, I take note that, the International Financial Facility for Immunization (IFFIm) and the airline 
ticket tax proposals are making progress with some donors, especially those yet to reach the 0.7 percent aid 
target.  
 
 Turning to debt relief, I welcome the opportunity to discuss the G8 Gleneagles declaration on debt 
cancellation and aid augmentation.  I see this as an intended bold move to build on progress already made in 
ensuring a supportive international financial environment for development of the poorer and heavily indebted 
countries involved.  Now that several months have passed since the Gleneagles announcement, the priority 
should be on ensuring just such an outcome.  I see three core principles as fundamental to guiding us as we deal 
with the complex legal and financial implications in implementing the G8 proposal. 
 
 A core first principle clearly is to assure continued financial integrity and capacity of the International 
Development Association.  As an IDA shareholder, we in Saudi Arabia regard this issue as one of being faithful 
to our fiduciary responsibilities. 
 
 Second, IDA’s financial viability can be assured by establishing a linkage between any debt cancellation 
with a related binding arrangement for delivery of the requisite replacement resources.  The precise modalities of 
such a linkage will have to be determined collectively by the donors who wish to be involved in this process.  I 
welcome the initial steps that have been taken in this regard by the IDA Deputies and the IDA Board, and look 
forward to further work toward a resolution of the complex issues. 
 
 The third point of principle concerns especially the need to reach out to non-G8 donors at an early stage 
when such proposals are being formulated.  It is also important to ensure that the borrowing countries are in fact 
net beneficiaries of any debt cancellation. 
 
 Regarding the Doha Development Agenda and Aid for Trade, I welcome the progress made in 
advancing aid for trade through resources devoted to trade-related capacity building and technical assistance.  I 
note the conclusion that more has to be done, and that there may be a window of opportunity going forward.  For 
example, I agree that Poverty Reduction Strategies may not pay enough attention to sub-regional issues, as when 
roads are needed in remote areas of one country so that neighboring landlocked countries can transport their 
products to world markets.  While the details will need to be worked out by interested parties, the thrust of the 
recommendations offered to us in response to our request appears appropriate. 
 
 On trade, where openness benefits all parties, I strongly concur that the majority of the developing 
countries will gain more from a successful Doha Round that opens industrial country markets and reduces 
subsidies than from any aid for trade package.  In listing leading actions, the Monterrey Consensus included not 
only such factors as domestic and external resource mobilization, financial and technical cooperation, and debt 
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sustainability, but also the role of trade as an engine of development.  Indeed, in many cases, trade is the largest 
source of international financing.  The Monterrey Consensus singled out the crucial development role of 
enhanced and predictable access to all markets for exports of developing countries. 
 
 I am also strongly of the view that the larger issue of trade is very much a matter for the Development 
Committee, whose full title stresses Transfer of Real Resources to Developing Countries.  I trust our Committee 
will therefore send a strong message on the vital developmental role of trade to help reinvigorate the negotiations 
under the Doha Round.  The documentation provided to us in this regard is frank and informative.  Clearly, 
trading negotiations that do not begin to tear down barriers in especially agriculture cannot be characterized as a 
development round. 
 
 As regards the Progress Reports presented for information, I have already alluded to the paper on aid 
financing and aid effectiveness.  I also welcome the paper on Infrastructure and the World Bank, which 
highlights the sector’s importance for economic development in general and poverty reduction in particular.  It 
also confirms how the legacy of low investments has resulted in crippling infrastructural gaps in much of the 
developing world.  The causes, which are well known, include unduly high expectations on the potential role of 
the private sector as well as client resistance to increased costs of doing business with the Bank, including its 
environmental and social policies.  I am encouraged that the Bank has become more proactive in this area 
through its Infrastructure Action Plan.  That said, I also agree that increased spending on infrastructure has to be 
viewed in the broader context of adapting fiscal spending to investment and growth, with due regard for the 
importance of macroeconomic stability. 
 
 Still on infrastructural investments, I would urge greater use of potential synergies within the World 
Bank Group constituents, IBRD, IDA, the IFC, and MIGA.  In supporting infrastructure provision, and 
especially public-private partnerships, I see considerable potential to be realized in the Middle East and North 
Africa.  There is also an opportunity for IFC, under its new leadership, to register strong advances in this area, 
along with MIGA. 
 
 I welcome the Review of World Bank Conditionality, which responds to our request a year ago with the 
focus rightly on suggesting a set of good practice principles.  However, in implementing these, caution will be 
needed to keep the Bank from moving beyond its mandate and becoming entangled in bilateral partners’ use of 
political conditionality.  Regarding the annual reviews of the Poverty Reduction Strategy (PRS) Approach, I 
agree that the focus should be mainly on a more even application of the agreed PRS core principles across 
concerned countries.  Tailoring the approach to conflict-affected and fragile country contexts will be especially 
important. 
 
 Before I conclude, I welcome Paul Wolfowitz to his first Annual Meetings as President of the World 
Bank Group.  I wish him success in implementing the agreed strategy for the institution, including focus on the 
financial sustainability of IBRD and IDA; strengthened governance practices for the Board and the Management; 
exploitation of internal synergy; greater organizational effectiveness and a results-orientation; and the exercise of 
strategic selectivity.  This will surely help establish a firm strategic direction for the Bank Group to face the 
challenges ahead. 
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Statement by Mr. Ahmed bin Mohammed Al Khalifa, Minister of Finance, Bahrain11 
 
 We note some important encouraging signs in the global economic climate. Growth in developing 
countries is accelerating and is expected to remain strong.  At the same time, this “Year of Development” has 
brought a number of significant new initiatives and commitments on aid and debt relief, with particular and 
appropriate focus on Sub-Saharan Africa.  However, important risks remain - persistent major country 
imbalances, terms of trade challenges and the prospect of the revival of protectionist trade policies, especially if 
the Doha Development Agenda does not achieve its ambitious, yet much needed goals.   
 
 To meet these challenges, we, too, believe that efforts should focus on ensuring that the important 
initiatives and commitments are implemented by all partners in the development process.  Our agenda today 
provides the right set of priority areas for our countries and institutions. 
 
 A major and most welcome initiative is the commitments of donor countries for a substantial increase in 
the official development assistance over the next five years.  Following a large increase in 2004, and after a 
decade of decline, announcements have been made by the developed countries of an increase in the ODA by $50 
billion in real terms by the year 2010, with a large share earmarked for Sub Saharan Africa.  However, while 
welcome, these announcements still fall short of the target of 0.7 percent of donor GNI.  Several issues need 
particular attention, including the need to ensure improved quality of aid with a significant increase in cash 
transfers to the poorest countries. 
 
 Related to this, we endorse the monitoring mechanism for reporting and monitoring of aid commitments 
which the Bank, OECD/DAC and other institutions intend to establish.  We expect updates to be conveyed to the 
Development Committee at our spring meetings.  We also note the further analysis of potential new financing 
mechanisms and welcome the progress made on the International Financing Facility and the related 
immunization pilot. 
 
 The attention which the donor community has paid to Sub-Saharan Africa in the past year is welcome.  
It yielded tangible commitments on aid and debt relief and is an appropriate response to African leaders' 
commitment to intensify efforts to promote growth, establish good governance, remove trade barriers and tackle 
conflicts.  This heightened attention is also warranted as the region is further away than other regions in reaching 
the Millennium Development Goals.  This should and need not, weaken donor support for other regions and 
countries, especially those with pockets of poverty.  Progress in achieving these goals in Africa should also have 
positive implications at the global level in terms of improved investment climate, greater opportunities with 
other regions and management of epidemics. 
 
 To ensure that these new aid and debt alleviation resources actually materialize and are effectively used, 
the Bank should focus on the proposed four objectives: effective delivery of commitments, strengthened focus 
on results, coordinating and leveraging of aid and improving alignment and harmonization.  To this end, the 
Bank’s Africa Action Plan is an appropriate and balanced response to calls for enhanced partnership and 
increased aid flows. We look forward to its implementation and further adaptation as conditions evolve. 
 
 The shift in the Bank's programme in Africa towards strengthening the drivers for growth, should 
enhance policies for spreading growth to the poor and giving attention to the many fragile and conflict-affected 
states in Africa. Efforts should also continue on the longstanding infrastructure gaps and on the provision of 
more access for African exports, as being negotiated at the WTO.  We look forward to more analysis to explore 
                                                 
11  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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the rationale and viability of the proposal for the establishment of a catalytic fund to meet the special needs of 
high performers, countries at turning points and regional initiatives.  
 
 The Sub-Saharan African should be the primary beneficiary of the G8 Debt Relief Proposal and rightly 
so given the magnitude of the debt burden on many of these countries. This is a major impediment to achieving 
the MDGs and hampers debt sustainability.  The G8 proposal provides a major contribution.  We appreciate the 
recent commitments conveyed to us by the G8, and look forward to speedy implementation.  As the proposal has 
potentially far-reaching implications for IDA our major concern is that the financial capacity of IDA should be 
adequately maintained.  There is also a critical need to ensure additionality, provide for firm legally binding 
commitments and ensure a robust legal framework for implementing the proposal with no resort to amendment 
of the IDA Articles and avoiding any additional conditionality. We would also emphasize the need to ensure that 
a wider range of poorer developing countries would benefit from this initiative and expect in this regard that the 
replacement donor contributions be reallocated to all IDA eligible countries according to the performance based 
allocation system of IDA 
 
 We commend the analytical work and advocacy role of the Bank and Fund in support of the Doha 
Development Agenda and for their assistance to developing countries in enhancing their export capacity and 
adjusting to the global trade liberalization.  Given that currently, the prospects for an ambitious Doha Round 
outcome seem uncertain, we urge a renewed commitment and sense of urgency.  
 
 Attention has and should remain on market access in agriculture and ensuring that domestic support does 
not distort world trade.  Despite the slow progress in the services sector, given its complexity and that of the 
negotiating brief, opportunities for potential gains remain.  A much more promising area is liberalizing south-
south trade, where trade is increasing, while facing disproportionate constraints. 
 
 We welcome the work of the Bank and Fund on exploring proposals for additional assistance to ease 
adjustment to trade liberalization and increasing the capacity of countries to take advantage of more open 
markets.  The case for Aid for Trade rests on the supply-side constraints and the success that several 
international development institutions have had in overcoming them.  However and as well recognized, this is 
not a substitute for an ambitious liberalization under the Doha Round.   
 
 The main proposal presented is the substantial expansion of the Integrated Framework, a proposal that 
should be viewed within the context of its contribution to enhancing trade and competitiveness.  It is also 
important that measures are taken to address weaknesses in the programme, as identified by the Bank’s 
independent evaluation.  Eligibility should also be extended to poorer countries.  We also endorse further Bank 
and Fund work on the means to address regional or cross country aid for trade and to look at ways of 
strengthening the framework for assessing adjustment needs that arise out of trade liberalization. 
 
 Finally, we appreciate the background documents submitted, especially the updates on infrastructure, 
conditionality review and the Poverty Reduction Strategies.  We expect that Bank involvement in infrastructure 
would be scaled up beyond the current envisaged levels and that further work on fiscal space be conducted.  We 
commend the extensive and high quality review of conditionality and encourage further attention to lessons of 
experience, customizing to country circumstances and avoiding undue complexity.  We note the progress in 
poverty reduction strategy implementation and enhanced country leadership in design and monitoring and look 
forward for adequate and predictable donor support and improved harmonization.  We also look forward to more 
active follow-up on efforts to enhance developing country voice and participation the decision making process 
going beyond measures for capacity building towards building the political consensus required. 
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Statement by Mr. Hilary Benn, Secretary of State for International Development and Mr. Gordon Brown, 
Chancellor of the Exchequer, United Kingdom 
 
 This year has been an important one for development with the fight against global poverty at the centre 
of international debate. The G8’s meeting in Gleneagles achieved a significant agreement to help poor countries 
– but it was only one in a series of international meetings this year at which practical steps were taken to move 
towards our goal of a world free of poverty.  Commitments were made to relieve poor countries of their debts, 
increase aid and make it more effective, remove trade barriers, improve governance, and build stronger 
development partnerships. 
 
 But the commitments that we have made are only the first stage. We must act on our commitments, and 
act now. As agreed this weekend, we will provide the financing for a debt deal to relieve 100% of the 
multilateral debts owed to the World Bank (IDA), AfDB and IMF by all countries that have completed the 
Heavily Indebted Poor Country Initiative. We must provide the increased aid that we have promised - some 
US$50 billion a year by 2010, compared to 2004 - in particular, the EU commitment to spend at least 0.56% of 
their Gross National Income on aid by 2010, and G8 commitments to double aid to Africa. And, as promised at 
Paris in March, we must provide this aid as predictable long-term finance so that countries can, for example, buy 
the drugs and hire the teachers needed to build their health and education systems. The commitments made to 
increase aid are very positive steps. To bring forward the delivery of these commitments we need innovative 
financing mechanisms. We urge countries to support the International Finance Facility as a mechanism for 
frontloading aid, improving its predictability, stability and efficiency, and able to deploy a critical mass of aid 
when it will have the most impact.  As a first step, on 9 September we and other countries launched the $4 
billion pilot International Finance Facility for Immunisation, which will prevent 5 million childhood deaths, and 
demonstrate the effectiveness of the IFF mechanism. Developing countries too must act on their commitments to 
improve their governance, tackle corruption and prioritise the fight against poverty. And in Hong Kong this 
December we must take action to remove barriers to trade – in particular the rich country tariffs and subsidies 
which undermine developing countries’ ability to share in the benefits of globalisation. The year of development 
is not yet over – there are many challenges ahead. Let’s work together to ensure that we achieve our common 
goals. 
 
Africa Action Plan 
 
 Things are changing on the continent of Africa. Recent years have seen improvements in economic 
growth and in governance, and African leaders are showing new commitment to tackling the problems Africa 
faces. 
 
 The Bank has a central role to play in taking forward the commitments made this year. It must do more 
itself to assist Africa and it must play a major role in the international effort to increase international 
development assistance and to make it more effective.  It must reflect Africa’s voice, and should work closely 
with the Africa Partners Forum. 
 
 We therefore welcome the Africa Action Plan, which sets out an ambitious programme. We welcome 
plans to do more to build capable states and improve governance; to play a full part in the Africa infrastructure 
consortium; and to promote the ability of poor people to participate in and benefit from growth. The Bank should 
strengthen its work in fragile states and those affected by conflict, as well as in those performing well. 
 
 We urge donors to support the proposed Catalytic Fund which provides a real opportunity to scale up 
assistance in priority areas.  We hope that the Fund will be designed so as to push the boundaries of what the 
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Bank is able to do in Africa, and in a way that increases Africa's voice in establishing the Fund's strategies and 
priorities. 
 
Debt Relief 
 
 This year, we must write off once and for all the debts owed by the poorest indebted countries.  The 
Heavily Indebted Poor Country (HIPC) Initiative has done much to relieve the world’s poorest countries of their 
debts and so free up money for health, education and other essential investments. We must all ensure that the 
HIPC Initiative is fully financed and implemented in the most generous way possible, including for those 
countries that may enter the Initiative under the extended Sunset Clause.  We will continue to urge those 
countries that have not yet completed the Initiative to establish the strong record on poverty reduction that is 
required. 
 
 But more can and should be done, and now is the time for action to free these countries of their residual 
multilateral debts, so that they can make the investments that are essential to achieve the Millennium 
Development Goals.  The G8’s proposal to cancel the outstanding International Development Association, 
International Monetary Fund and African Development Fund debt stock of qualifying countries is a crucial 
opportunity to do this. With assured financing from donors, it will not erode the financial viability of the 
International Financial Institutions, and will free up to $55 billion for spending on health, education and other 
key areas.  It is an opportunity to be seized, and we are pleased that the proposal has rapidly gained support and 
will be discussed at this Meeting.  We hope to see it agreed this weekend.  And looking forward, we would like 
to see further relief extended to all low-income countries that need - and can use - additional debt forgiveness in 
order to achieve the MDGs.  The UK will continue to unilaterally pay its share of multilateral debt service for a 
wider group of countries. 
 
Trade 
 
 Trade is an engine of economic growth and poverty reduction. It is vital that developing countries are 
able to draw on this. To do so, first, they need greater access to markets. The Doha Round can deliver this. We 
will be seeking an ambitious pro-development outcome from the World Trade Organization's ministerial 
conference in Hong Kong in December and beyond. If the Round is really to deliver for the world's poor, it will 
need to include not only greater market access but also reductions in agricultural subsidies, as well as effective 
special and differential treatment across all agreements. We believe that developing countries should also have 
the flexibility to decide and sequence trade reforms within their own plans for development and poverty 
reduction. 
 
 But greater market access alone will not be sufficient for poorer countries to reap the benefits of trade.  
For this, they need a second element: support for trade capacity building, to help them to boost their 
competitiveness and manage their international trade effectively. At the G8 summit in July, the G8 committed 
themselves to help developing countries build the physical, human and institutional capacity to trade.   We now 
need to agree swiftly how best to deliver this support. We welcome the Bank’s and Fund’s proposals in this 
regard.  We need to support countries' own priorities, through the Poverty Reduction Strategy process and by 
enhancing the Integrated Framework for trade-related technical assistance. It is vital that we are able to reassure 
developing countries that the commitment will translate into additional support on the ground.  We call on the 
IFIs to work with others to implement these proposals and to report back to our next meeting. 
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Infrastructure 
 
 Investment in infrastructure, alongside health and education, is essential for trade, growth and poverty 
reduction. The World Bank's participation in the Africa Infrastructure Consortium initiative, announced at 
Gleneagles, is especially welcome.  Given the scale of the infrastructure investment needs in Africa, we will look 
to the World Bank to secure funding from a range of public and private sources. 
 
 We also welcome the Bank Group’s proposals for innovative approaches to sub-sovereign lending for 
local infrastructure provision and the facilitation of cross-border and regional projects. 
 
World Bank Conditionality Review 
 
 Many of us have been grappling with the issue of conditionality. The UK published a policy paper this 
year calling for a new approach between donors and developing countries.  Our approach focuses on using 
agreed benchmarks to monitor progress against poverty reduction, rather than imposing conditionality on 
specific policy choices.  At Gleneagles this year, the G8 also agreed that developing countries should decide, 
plan, and sequence their own economic policies, to fit with their own development strategies. 
 
 Last year the World Bank was asked to review its policy and practice on conditionality, and the findings 
of this review have been published at these Meetings. We endorse the good practice principles set out in the 
Review. Our priority is to ensure these principles are now applied consistently across countries.  In particular, we 
place great importance on the Bank management ensuring that conditions are not used to impose particular 
economic policies on countries, especially in sensitive areas such as privatisation and trade liberalisation.  We 
are pleased that a commitment has been made to monitor the implementation of the good practice principles, and 
call for the Bank to report back at the 2006 Annual Meetings on how this has been taken forward.  We would 
like to see the Bank place a greater emphasis on assessing countries’ progress towards poverty reduction and less 
on countries carrying out specific policy actions. 
 
Aid Effectiveness 
 
 We also need to improve how aid is delivered. Progress has been made in 2005, in particular at the Paris 
High-Level Forum.  We urge all countries to agree the proposed targets on aid effectiveness. And we need to 
look at implementing the targets at the country level. The UK intends to publicly monitor our own practice 
against the targets. 
 
 We call upon all donors attending these meetings to work together to elaborate a programme for action 
on “scaling up” country led development. Developing Countries need to be able to take forward their plans to 
tackle poverty with confidence that donors will honour their commitments.  We need to look for opportunities to 
fill financing gaps in existing country and sector plans where there is scope to make faster progress now. The 
Africa Action Plan and Catalytic Fund provide a good starting point but we need to do much more to help 
deliver sustainable growth, universal access to free healthcare and primary education and better lives for poor 
people in the years to come. We look forward to discussing these issues further at the Development Assistance 
Committee meeting on Monday and we hope follow up action will be agreed so we can make rapid progress on 
scaling up in the coming months. 
 
2005 Review of the Poverty Reduction Strategy Approach 
 
 We welcome the analysis of the 2005 Poverty Reduction Strategy review, which supports our view that 
ambitious, country-led poverty reduction strategies are essential for development. But we believe that the World 



 31

Bank should suggest specific actions on how its own and other donors’ performance can better support poverty 
reduction strategies. 
 
Voice and Participation of Developing and Transition Countries 
 
 The World Bank and IMF have made good progress in improving the voice of developing countries in 
the design of programmes and projects in-country. There has also been progress on improving voice through 
reducing conditionality and increasing transparency and decentralisation. But we are frustrated by the continuing 
lack of progress in improving voice in the Bank and Fund’s governance structure. It seems that there is still no 
consensus between shareholders on these structural issues. We urge the Development Committee to come 
together on a package of proposals that can be agreed by all parties.  
 
Climate Change 
 
 Climate change poses one of the greatest threats to the world today, and could erode progress towards 
the MDGs.  At Gleneagles a consensus was achieved regarding the scale and urgency of the problem. Adopting 
cleaner technologies will help significantly. Countries vulnerable to climate variability will need assistance to 
adapt to the impact that climate change will have on the poor. The G8 agreed a programme of action to widen 
access to low-carbon energy; and on a process to continue discussions between the G8 and developing countries 
on how to tackle climate change beyond 2012.  
 
 A number of climate change initiatives require sustained World Bank leadership. We commend the 
World Bank for rapidly acting on the G8 call to put forward proposals at this Meeting on helping developing 
countries to access affordable low-carbon energy. We welcome the Bank’s work plan on climate change, and we 
look forward to a report on this work at the Spring Meetings in 2006. 
 
 A special meeting on the G8 Climate Change Action Plan will take place in the margins of these 
Meetings. The UK will co-chair this with the World Bank President. This will be an important opportunity to 
consult the growing economies of the world on the proposed Energy Investment Framework. It will be important 
that the Bank, working with regional development banks, complete work on this by the Spring Meetings in 2006.  
 
Conclusion 
 
 Many countries have risen to the challenge to make this the year of development.  We have made new 
commitments to cancel the debts of the world’s poorest countries, to increase aid dramatically and make it more 
effective, and to improve governance to allow the poor more of a say in their lives. We now must turn these 
commitments into action to ensure that we keep our promises to the world’s poor. 
 
 
Statement by Mr. Thanong Bidaya, Minister of Finance, Thailand 
 
 First of all, we would like to extend our deepest sympathy for the great loss of life and property that the 
U.S. people have recently suffered in the wake of the Hurricane Katrina. We understand what you are going 
through as our region is still recovering from the earthquake and tsunami of December 26, 2004. We hope that 
the situation will be normalized in the near future.  We also would like to join others in congratulating and 
welcoming the new President of the World Bank Group, Paul Wolfowitz, to the center stage of the international 
development community.   The World Bank Group has played a lead role in global development, especially in 
reducing poverty around the world. Achieving the goal of the world free of poverty is a challenging task, and we 
believe that you will be able to lead this great institution closer toward such goal.  With the current development 
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stages where there is only ten years before the year of 2015 and recent decision of the Gleneagles, the World 
Bank Group is now challenged with very important development responsibilities. However, under your 
leadership, this great institution will be able to sail through those obstacles, and bring a smile back to the face of 
every child around the world.  For us, we are looking forward to working closely with you and ensuring you of 
our full support for years to come. 
 
 Let me now turn to our agenda, we welcome the discussion on the issue of Following Up on Recent 
Initiatives on Development Agenda; namely the Africa Action Plan and Debt Relief. 
 
 On the Africa Action Plan, we believe that the recent changes in development environment, where aid to 
Africa is expected to increase substantively from now to the year 2010, would pave the way for an effective and 
meaningful program that would result in many African countries being able to meet the Millennium 
Development Goals target by 2015.  The Plan, which touches on every aspects of development ranging from 
creating the suitable environment for growth to strengthening partnership, is well-balanced and has responded to 
the calls from the international community.  We are specially encouraged by the way the Plan places special 
emphasis on supporting the drivers for growth, namely the greater participation by private sector and creating 
export push, which we believe are the key elements for sustainable development.  On the governance issue, we 
support for appropriate building up of absorptive capacity of key institutions in African countries, although 
actions in this area may take a long period of time before we can realize results.  In addition, the assistance 
program must be tailor-made to suit different situation in different countries to ensure best results. 
 
 We are also pleased that the Plan has included the aspects of outcome measurement in every action to 
ensure effective use of resources; however, we are concerned about the quality of data and the cost associated 
with developing appropriate data which might take up great amount of limited resources available for such 
program.  Therefore, we urge the World Bank to place more emphasis on selecting the suitable set of data that is 
cost effective and feasible for measurement of result.  This set of outcome measurement must also be transparent 
since additional resources or assistances are determined by the performance of each action. 
 
 Let me now touch on the issue of debt relief.  We welcome the opportunity to discuss the proposal for 
debt relief as proposed by the G-8 Finance Ministers. In this opportunity, we would like to convey our support to 
the initiative as we see such initiative as part of the support to low-income countries and to help them to achieve 
the Millennium Development Goals (MDGs) since debt relief could free up some of the resources needed to 
achieve the MDGs. 
 

As the deliberations of this proposal remain at a preliminary stage, there are some issues to be resolved 
prior to its implementation.  On this note, we support the cutoff date of December 31, 2004 with the target 
implementation date of July 1, 2006, should financing agreement of IDA be reached.  We also believe that the 
only conditionality of eligibility for debt relief would be at the entry point HIPCs which means that countries 
under ‘sunset clause’ would also be eligible. 
 

However, the main concern under the debt relief proposal is not the rules and regulations, but how we 
could implement debt relief without a clear picture of financing arrangement.  On this issue, we would like to 
propose the followings: 
 

• First, maintain the size of IDA at its current level for the benefit of continuing assistance to lease 
developed member countries; 
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• Second, debt relief should not jeopardize the financial viability of IDA.  If IDA financing capacity 
failed to be preserved, we believe that it would impair IDA ability in the future and IDA might loose 
its independence due to the lack of adequate resources. 

 
 On this note, we agree with the proposal that if upfront financing from donors are not available, IDA 
needs at least “legally binding commitment” instrument from donors to safeguard its balance sheet in the future. 
 

We also feel that since this proposal is initiated from the G8, the G8 should take a lead role in making 
guarantee financing commitment to ensure the success of this debt relief scheme.  Therefore, it is necessary that 
the financing issue must be resolved before discussing about other specific details of implementation. 
 
 On Doha Development Agenda, although we note the slow progress in trade liberalization, we feel that 
we could work together to speed up the progress before the Hong Kong meeting at the end of this year.  We also 
call for developed countries to listen and work together with developing countries on the difficulties and that 
developing countries have to face from the effect of trade liberalization. 
 

On aid for trade, we see the Integrated Framework (IF) of Trade-related Technical Assistance to Least 
Developed Countries as a very supportive mechanism for inter-agency cooperation in helping countries to 
mainstream trade into the national development plans. Recognizing that there have been great amounts of 
demand under current IF, we are of the view that the gap between available resources of the current IF and the 
expectations of developing countries should be realized. 
 

Therefore, we would like to express our support to endorse the enhanced IF in order to enable it in 
resulting multi-year programs of technical assistance and capacity building as well as improving project 
preparation process. Given the fact that trade assistance being delivered in a less fragmented manner would 
improve aid effectiveness, it should be ensured that stakeholders make a firm and serious commitment to 
enhanced IF. 
 

In dealing with the adequacy of existing mechanisms to address regional or cross-country aid for trade, 
we agree with the proposal to examine the opportunities offered by the enhanced IF and extension of existing 
Bank instruments as well as to explore the desirability and feasibility of multilateral fund. We are keen to receive 
the information on the possibility of effective use of this fund and possible outcome in the area of south-south 
trade.  However, we would like to express our concern on the resources for this multilateral fund, considering 
that financing for this fund should not crowd out other development financing, as well as the mechanism to 
manage this fund 
 
 With regard to addressing adjustment costs resulted from trade liberalization, we believe that multiple 
channels to facilitate this adjustment costs already exist and we should focus on strengthening the existing 
mechanisms.  On this note, we agree to strengthen framework for assessing adjustment needs so that existing 
mechanisms can be better utilized. However, but we do not believe that the analysis should be taken in the 
context of the regular staff work, instead it should be coordinated among IFIs, academic community and donors 
to ensure transparency and the quality of work.  
 
 We also have comments on some of the Progress Reports that were submitted to the Development 
Committee. 
 
 On HIPC Implementation status, it is praiseworthy that the number of completion and decision point’s 
countries are increasing, the total debt stock is reducing and its implication to poverty reduction expenditure, as 
well as economic reforms, is significant. We also note the list of possible eligible countries due to the sunset 
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clause extension and would like to see the final list of countries participate in this initiative. In addition, we are 
also concerned with the low participation of non-Paris Club members and commercial creditor’s involvement in 
the Initiative. We urge staff in the Bank and the Fund to conduct a deeper analysis especially in the part of 
commercial creditors in order to adopt the suitable approach to correct the deficiency in this matter. 
 
 On the Infrastructure Action Plan launched in July 2003, we are pleased to learn the progress that it has 
translated into an approximately $1 billion increase in lending per year for infrastructure since FY03.  With the 
current development, it is believed that the goal of achieving the level of 40 percent of total Bank’s lending in 
infrastructure is well on track.  We also would like to stress that the goal of infrastructure investment is not only 
the amount of resources allocated for such purpose, but also the quality of works and the effectiveness in 
transferring those resources into country development.  In addition, the Progress Report also noted that the 
increase in infrastructure lending also has a negative effect on the fiscal front, and we look forward for the 
Bank’s work on fiscal space for growth at the next Development Committee Meeting. 
 
 
Statement by Mr. Bohoun Bouabré, Minister of Economy and Finance and Minister of State, Côte 
d'Ivoire12 
 
 My statement will focus on items 1 and 2 appearing on the agenda for discussion. 
 
Strengthening the Development Partnership and Financing for Achieving the MDGs: An Africa Action Plan 
 
 We are very pleased with the progress made by sub-Saharan Africa in recent years, particularly in the 
areas of economic and institutional reforms, as outlined in the Country Policy and Institutional Assessment 
framework for World Bank Group members, and with the positive role played by Africa’s development partners.  
At a number of forums, these partners have pledged to increase aid to the region.  Furthermore, the World 
Bank’s Africa Action Plan submitted for our review underscores, as well it should, the progress made with 
implementation of poverty reduction strategies, under the leadership of the New Partnership for Africa’s 
Development (NEPAD) and the African Union (AU). 
 
 This progress could, however, be thwarted by the uncertainty created by the following adverse 
developments: (i) the unprecedented rise in crude oil prices; (ii) the effects of the recent expiration of the 
Multifibre Agreement; and (iii) the difficulties encountered in successfully concluding Doha Development 
Agenda negotiations. 
 
 I would also like to share with you two other observations before continuing.  The first pertains to 
regional integration.  Indeed, given its importance, we are calling on the World Bank to develop appropriate 
instruments to finance regional programs that are likely to pave the way for private sector involvement in the 
economic growth of the countries that I represent.  The second concerns capacity-building in Africa.  In this 
regard, the challenges to be addressed call for the strengthening of democracy and the improvement of 
governance.  To this end, we would like the Bank to expand its assistance programs in the area of institutional 
capacity-building. 

                                                 
12  On behalf of the following countries:  Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic, Chad, 
Comoros, Congo, Democratic Republic of the Congo, Côte d’Ivoire, Djibouti, Equatorial Guinea, Gabon, Guinea, Guinea-
Bissau, Madagascar, Mali, Mauritania, Mauritius, Niger, Rwanda, São Tome & Principe, Senegal, Togo, and Somalia 
(informally). 
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 This Action Plan is the first document of its kind in which the Bank links a framework of precise and 
specific actions, along with quantifiable objectives that can be used to analyze results, to a theoretical analysis of 
the development problems faced by Africa.  Furthermore, the Action Plan offers the advantage of tackling the 
issue of financing for development based on a proactive approach which uses development objectives to meet 
financing needs.  This represents a departure from the traditional approach, particularly within the framework of 
IDA negotiation rounds.  The new approach helps bring to the fore additional financing needs which must be 
addressed by the World Bank in order to help achieve the Millennium Development Goals (MDGs). 
 
 In my view, this Action Plan also burnishes the credibility of the Bank as it seeks to establish 
partnerships in order to increase its aid to Africa.  The expected package of additional resources amounts to 
approximately US$10 billion per year over the period 2006-2008, and 25 billion over the period 2009-2011, 
compared to an annual average of only US$4.6 billion initially earmarked under IDA-14.  Based on these needs, 
the Africa region should receive an allocation of approximately US$60 million over the period 2006-2008.  In 
the absence of this plan, budget cuts would be inevitable.  
 
 The countries that I represent at this forum firmly support this plan.  The same is true of other African 
countries.  We support, in particular, the financing mechanism called “venture capital” or “catalytic aid fund,” to 
be anchored in the Bank in order to leverage opportunities in high-performing countries, countries facing 
turnaround situations, as well as those offered by regional investments. We encourage the management of the 
Bank to provide the Africa region with the necessary human, budgetary, and financial resources for the effective 
and diligent implementation of this plan.  It is also my hope that twelve months after execution, we will receive a 
progress report from the region in order to evaluate results and ensure follow up in this regard. 
 
 I also wish to reiterate the determination of our countries to make progress in achieving the MDGs 
despite the lag noted relative to other regions of the world.  This plan serves as a true roadmap for the actions of 
the World Bank Group in Africa.  I would like to avail myself of this opportunity to make an urgent appeal to 
my colleagues around this table to lend their unqualified support to this Action Plan in order to facilitate its 
effective implementation. 
 
Debt Relief 
 
 On the subject of the debt of developing countries, particularly low-income countries, we think that a 
milestone has been reached in efforts to resolve this problem, in view of the proposal at the most recent G8 
summit to cancel all debt owed to Bretton Woods institutions and the African Development Bank (AfDB).  
Based on the report submitted for review by the Committee, of the eighteen countries eligible for this initiative, 
namely the countries that have reached the completion point under the HIPC Initiative, fourteen are African.  We 
think that this Initiative, combined with an increase in the volume of development assistance, will go a long way 
towards helping our countries achieve the MDGs. 
 
 Our concerns about this matter are in line with those of the African Governors as a whole, 
communicated two days ago to the respective Boards of the International Monetary Fund and World Bank. In 
essence, they are as follows: 
 

• Apart from requirements related to transparency and combating corruption, additional 
conditionalities should be avoided other than those tied to achievement of the completion point 
under the HIPC process; 
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• The actual debt cancellation date should take effect as soon as possible, preferably immediately 
following these Annual Meetings, so that countries can derive full benefit from this measure; 

 
• The G8 Initiative should result in a net increase in the resources provided to the countries concerned, 

and lastly; 
 

• Extension of the G8 proposal to include non-HIPC countries, in order to place the MDGs within 
their reach. We therefore recommend the adoption of more comprehensive criteria for 
implementation of this G8 proposal, to include poverty and income levels, with a view to achieving 
the MDGs. 

 
Doha Development Agenda and Aid for Trade 
 
 We are pleased to participate in this discussion on the Doha Round.  In the context of the Africa Action 
Plan, we have mentioned the uncertainty clouding the successful outcome of these negotiations, which 
nonetheless is a pressing matter. 
 
 We support fully the recommendations made in the report submitted to us.  In our view, the main issue 
in terms of the Doha Round is the dismantling of the trade barriers to agricultural products erected by developed 
countries.  Of the three main areas of agricultural protection, namely, production subsidies, export incentives, 
and market openness, the latter remains by far the biggest obstacle.  From the vantage point of African countries, 
the success or failure of agricultural negotiations will, in part, be measured by the response of the international 
community to the initiative launched a few years ago by four countries in our group: Benin, Burkina Faso, Chad, 
and Mali.  It is true that some progress has been made in recent months in this area, both in Europe and in the 
United States.  However, it is important to transform good intentions into deeds, if we wish to conclude the 
WTO negotiations successfully.  In our view, the conclusion of the Doha Round will also depend on the progress 
made in opening markets to both to non-agricultural products and services.  In addition, the degree of 
participation of all countries, both developed and developing, in the negotiation process, will also prove decisive. 
 
 We are also concerned about the erosion in tariff preferences resulting from the sudden elimination of 
trade barriers.  This concern is not motivated by a desire for these preferences to remain in place permanently.  
On the contrary, we reiterate our a priori support for the principle of liberalization. This view is rooted in the 
fundamental economic principle that unrestricted trade fosters growth.  We should not, however, lose sight of the 
fact that the process of liberalization engenders socio-economic costs that could prove high in terms of the 
restructuring of enterprises and job losses.  Experience has shown that in the short term, the costs of 
liberalization often outweigh the benefits.  Also, although in the long term this trend may be reversed, it is 
advisable to provide assistance to the enterprises and sectors affected by liberalization, at least during a transition 
period.  This can permit them to make the necessary structural changes.  Consequently, we call on all 
development partners to contribute to the financing of liberalization costs during the transition period. 
 
 In the case of Aid for Trade, we support the strengthening of the international framework proposed with 
the hope that it will continue to benefit our countries, not only in identifying needs but also in building human 
capacity with a view to formulating coherent strategies and coordinating foreign aid.  We also support the 
concept of a multilateral fund designed to meet regional or inter-regional trade financing needs and strengthen 
and complement existing financing mechanisms.  In the long term, if the international community is committed 
to making trade a driver of development, then we should invest more in improving transport and energy 
infrastructures, as well as in diversifying economies. 
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 Lastly, with the aim of facilitating cross-border transactions and minimizing costs, our countries need 
assistance with modernizing the management of ports, airports, railways, and roads.  Consequently, we are in 
favor of scaled up investment in the area of trade facilitation, both within and outside our borders. 
 
 
Statement by Mr. Thierry Breton, Minister of Economy, Finance and Industry, France 
 
 This Development Committee meeting is one of the last gatherings in 2005 devoted to development, 
along with next December's meeting in Hong Kong. In my view, the outcomes to date have been very positive. 
The international community has made very significant strides to increase its official development assistance. 
The European Union, in particular, has announced that it would devote 0.56% of its GNI to aid as of 2010, thus 
providing 70% of the projected additional effort. We launched an international finance facility for immunisation 
in London on September 9th. The cancellation of multilateral debt for the 38 heavily indebted poor countries will 
release resources for development amounting to $55 billion. On September 14th, 67 countries pledged their 
support to an ambitious declaration on the international solidarity levy. France and Chile have already 
announced that they will introduce this instrument in 2006. 
 
 These undertakings are tantamount to increased aid. They show that we have understood the terrible 
consequences of extreme poverty. The populations of the rich countries are ready to make an additional 
solidarity effort. This was already suggested by the manifestations of generosity following the tsunami that 
devastated Southern Asia. However, this solidarity has not been definitely secured, the financial effort involved 
is sustainable only if donors and recipients can show proof of the resources bearing fruit.  
 
 The recipient countries are the first to be aware of the importance of the quality of aid. During the 1990s, 
the ODA as a percentage of GDP declined by half, at the time when the end of the Cold War set a term to some 
hidden geo-political motivation.  The only way to maintain the IDA effort over the long term − and it is indeed a 
long-term effort that is required − is to show that it produces satisfactory social returns.  
 
 The World Bank and the IMF joint report on Aid Financing and Aid Effectiveness outlines their strategy 
for aid to be effective and hence sustainable. As emphasized in this joint report, the international solidarity 
contribution levied on airline tickets not only provides for additional financial resources, but also ensures an 
effective, stable and predictable budgetary support. In fact, the implementation of this innovative source of 
financing would fully comply with the Objectives 7, 8 and 9 of the Paris declaration regarding predictability, 
untying and budgetary financing. This new levy is directly inspired by the principles we set on March 1st, 2005 
in Paris. 
 
 This move towards greater predictability and harmonisation is necessary for the most innovative forms 
of aid as well as for traditional aid. In so doing, the French government pursued the reform launched last year to 
modernise its bilateral aid instruments aimed at making them more predictable, effective and transparent. In 
addition, we shall observe the objectives set out in the Paris declaration which we upheld at the New York 
Summit on September 14th.  
 
 The resources provided by the international solidarity levy will be predictable and stable. Neither a new 
bureaucracy nor a new conditionality will result from its collection and allocation.  Debt cancellation also 
contributes to reinforcing aid predictability. The resources that are no longer needed for debt service are thus 
freed up to be allocated according to country-owned priorities to fund poverty-related expenditures. The link 
between the PRSPs and the Heavily Indebted Poor Countries Initiative was at the core of the success of bilateral 
debt cancellations. The cancellation of multilateral debt proposed by the G8 further enhances the interest of the 
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HIPC arrangements. We must nevertheless ensure that this decision does not impair the financial viability of the 
International Financial Institutions and their long-term involvement in the poor countries. 
 
 I have in mind, in particular, the capacity of the World Bank and the International Monetary Fund to 
intervene in Africa. The heavily indebted poor countries in Africa must be the primary beneficiaries of the 
initiative on multilateral debt cancellation. I note, however, that the reallocation mechanism we have agreed on 
might also have an adverse effect. The gross resources allocated to countries benefiting from the initiative will 
decline significantly. Therefore, if the multilateral debt cancellation is not fully additional, the upcoming 
increase in some countries’ debt service to the International Development Association could limit the World 
Bank operations in these countries. It could result in the Bank channeling its entire assistance in the form of debt 
cancellation. This would deprive some countries of new money and also of the Bank’s unique technical 
expertise. 
 
 It would be paradoxical, just when an Action Plan for Africa is approved, to find ourselves organising 
the withdrawal of IDA from this continent. This is why I am strongly attached to the principle of additionality of 
multilateral debt cancellation.  France will be vigilant that the implementation of the initiative will abide by this 
principle.  
 
 The lesson I draw from the Review of World Bank Conditionality is in fact the need to avoid unnecessary 
disruption in the operating framework of the International Financial Institutions. Following an intense reflection 
on ownership and design last year, the World Bank modified the conditions set for the use of its instrument to 
support institutional reform in poor countries. Time will be needed for this reform to bear fruit and to be 
assimilated by recipients and donors. The best practices set out in this review must contribute to the success of 
operational policies, and not delay their implementation. In our view, the choice of continuity made by the 
authors of the review is the right one. 
 
 Similarly, the decision to focus this exercise on development policy lending appears to be wise. The 
present framework for project lending is satisfactory, as evidenced by the increase in the volume of lending for 
infrastructure. The progress report on the implementation of the Bank's action plan is also encouraging. The 
setting of a clear target for the Bank's re-engagement in the infrastructure sector (40% of the portfolio) usefully 
complements this action plan. As in the case of official development assistance, the quantitative objective has to 
be accompanied by a qualitative commitment.  
 
 In order to safeguard the quality of infrastructure projects, these have to be incorporated, like the rest of 
our aid, in the Poverty Reduction Strategy Papers (PRSPs). The 2005 review of the Poverty Reduction Strategy 
Paper Approach shows that they are, and deserve to remain, the reference framework for intervention in the poor 
countries. France will naturally align its own partnership framework documents within the countries’ PRSPs. 
 
 Unfortunately, there exist tendencies to disperse official development assistance. The development of 
vertical thematic funds should not hinder the co-ordination of development efforts on the part of the international 
community. No doubt these vertical funds give greater visibility to efforts made by the international community, 
and facilitate donors’ resource mobilisation. However, these two advantages have to be reconciled with the need 
for consistency in development strategies and aid effectiveness. I would like to stress here that the resources 
provided by the international solidarity levy, as well as the IFFIm, will help to fund policies that are manifestly 
under-financed and are among the priorities for the recipient countries. 
 
 Aid alone, no matter how effective, will not ensure the development of the poor countries. France 
therefore agrees with the priority attached by the World Bank to a swift conclusion of the Doha Round. We have 
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to place the concerns of the poorest countries, notably in Africa, at the forefront of the objectives of this round. 
France is working in this direction in order to ensure the success of the WTO conference in Hong Kong. 
 
 We should not be deluded, trade liberalisation is not a panacea for the poorest countries. There is a risk 
that its impact on many low-income countries, notably in sub-Saharan Africa, will be very limited, possibly even 
negative. This is why the European Union in its "Everything but Arms" initiative is already offering quota- and 
duty-free access to all exports from the Least-Developed Countries. In 2002, 35.7% of the LDCs’ exports were 
absorbed by the European Union, the world's largest importer of their products. 
 
 This arrangement could usefully be taken up by all developed countries and even by the emerging 
countries, since for the LDCs South-South trade is a decisive factor of integration into the world economy. In 
addition, the developed countries must engage themselves in simplifying and unifying their preferential rules of 
origin, as there are currently too many regimes in existence.  
 
 The international community has steadily assembled a wide range of operating frameworks, notably 
Poverty Reduction Strategy Papers, the Paris declaration, results-based management. The recipient countries 
have been closely associated with these approaches, although the question of the participation of the developing 
countries in the decision-making of the international financial institutions remains yet to be answered and settled. 
We are now much more aware of how to help poor countries in an effective and legitimate way. In terms of aid 
volume, the year 2005 has made it possible to follow up on the commitments made at Monterrey by setting new 
objectives and has paved the way for concrete initiatives that allow for an enhanced financial mobilization.  
 
 We therefore have our roadmap for the period to 2015. This is not a time to change direction, to take 
new turnings or turn back. What we now need to do is follow the path we have collectively traced out for 
ourselves. 
 
 
Statement by Mr. P. Chidambaram, Minister of Finance, India13 
 
 At the outset, let me; on behalf of my constituency convey our heart felt sympathies to the American 
people for the severity of death and destruction caused by hurricane Katrina. I would like to offer any assistance 
that we can provide in our modest way. 
 
 We meet in the wake of the historic Millennium plus 5 summit in New York where world leaders have 
strongly reiterated their determination to ensure timely and full realization of the Millennium Development 
Goals (MDGs). However, I am afraid that the MDGs are looking increasingly unattainable without a quantum 
increase in real ODA. 
 
Global Economy 
 
 The global economy is entering a phase of steady consolidation. Even though we witnessed one of the 
highest rates of global output growth in a quarter century in 2004, latest projections point to a moderation of the 
pace of economic expansion. The global economic outlook for the medium term contains quite a few sources of 
concern. Notable among these are the growing trade imbalances, particularly that of the US, vis-à-vis several 
emerging market Asian economies. The current pattern of global expansion also reveals a number of regional 
imbalances. While the US is spearheading global activity, followed by a resurgent Japan, and robust 
                                                 
13  Representing the constituency of Bangladesh, Bhutan, India and Sri Lanka. 
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performances by emerging market economies, particularly from developing Asia, the Euro Area is showing 
distinct signs of slowdown. Fiscal pressures are also mounting in many advanced economies as government 
debts rise to new highs as proportions of GDP. Global currency markets are also moving through a phase of 
continuing turbulence with the US Dollar maintaining its southward journey. Failure to break new ground in 
multilateral trade negotiations and growth of protectionist tendencies in some advanced nations are acting as 
serious impediments to growth of world trade. Countries displaying buoyant growth trends are thriving 
essentially on rising domestic demand, which is increasingly important vis-à-vis external trade, as a leading 
driver of global growth. On the whole, future global expansion remains contingent upon successful resolution of 
several challenges, which demand close coordination of national macroeconomic policies. 
 
 Escalating energy prices, pose one of the major downside risks to sustained expansion of the world 
economy in the coming months. This is in spite of the world becoming much less oil-intensive in terms of oil 
consumption per $ of GDP than before. Spot prices of global crude oil have touched the unprecedented high of 
$70  barrel, indicating an increase of around120 per cent in real terms, compared with their ruling levels of 
around $33 per barrel two years ago. We recall with some trepidation that every major economic downturn in the 
past half century was preceded by a sharp increase in oil prices. The two OPEC oil shocks of the 1970s and Gulf 
crisis-driven shock of the early 1990s are still vivid in terms of their damaging impacts. Needless to say, oil 
importing developing countries will be the hardest hit by such runaway prices. Since a lot of new manufacturing 
activities are being relocated in emerging market economies in view of lower wage costs, energy demand in 
these oil-dependent economies are going up, creating many new challenges for macroeconomic and social sector 
policies. 
 
Africa Action Plan 
 
 We welcome the proposals for intensifying global development partnership for helping Africa. It is 
particularly heartening to note the G-8 commitment to double aid to sub-Saharan Africa by 2010. Consolidating 
economic and social progress in Africa is a challenge for the entire international community. The last Global 
Monitoring Report had put the task in the proper perspective. Encouraging signals are emanating from the 
continent in the form of better leadership, improved economic and social performance, and reforming policies 
and institutions. The proposed Africa Action Plan represents a suitable and timely partnership framework. India 
has been proactive in supporting African nations in their development efforts and has also been sharing 
development experiences with African countries. 
 
 We understand and appreciate the renewed focus on promoting shared-growth, and partnerships in 
development. Efforts to boost growth on a sustained basis would involve, inter-alia, measures for enhancing the 
savings and investment levels and tackling the obstacles to improving agricultural productivity and primary 
product exports. Fragmented and un-coordinated interventions have been a bane of development efforts in many 
countries. We urge the Bank and all development partners to ensure that efforts are harmonized around the 
development strategies of the countries concerned. 
 
Debt Cancellation 
 
 We commend the G8 for their initiative on irrevocable Debt cancellation for the HIPC countries. The 
proposal has generated high expectations in the eligible countries. I would like to reiterate that we are supportive 
of all efforts being extended to the low-income countries (LICs), including those in Africa, where debt burdens 
are serious threats to attainment of the MDGs. However, the vast ambit of the proposal draws attention to some 
implementation issues. It is essential to ensure that no IDA recipient country is worse off post-debt cancellation. 
Moreover, debt stock cancellations should be complemented by sharp increase in ODA in keeping with the 
Monterrey Consensus. This will ensure that the financial integrity of IFIs is preserved in the larger interest of the 
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global development community. However, we must note that in the absence of further trade opportunities and 
enhanced market access to developing nations, especially in agriculture and services, the larger objectives behind 
the debt cancellation proposal will fail to materialize. 
 
 It is also essential to ensure that the financial integrity of IDA, which is a premier multilateral 
development agency, is not in any way impaired.  For this, concrete steps in terms of binding commitments 
beyond the IDA-14 period; agreement among the donors on sustainable burden sharing arrangements; design of 
a transparent and consultative implementation framework; and a participatory process to develop mechanisms to 
monitor and prevent recurring cycles of indebtedness would be critical. The present proposal of “dollar for 
dollar” compensation to IDA in lieu of debt cancelled, in the first instance, is proposed to be confined to the 
reflows during the IDA-14 period only and future compensation would be decided by the donors on 
replenishment cycle basis.  This, we feel, will expose IDA to continued uncertainties and risks.  In the event of 
the proposal not receiving full financing to the extent of debt cancelled, the reduced reflows will deplete the 
envelope size of future IDA replenishments. This may also reduce fresh allocation to other IDA recipient 
countries, thereby adversely affecting their poverty reduction and MDG oriented efforts.  We must ensure that 
this eventuality does not arise. As envisaged in the G-8 Communiqué, we also strongly support funneling of 
additionality to all IDA eligible countries on the basis of the already agreed IDA-14 Performance Based 
Allocation (PBA) framework. 
 
Aid effectiveness and Aid Financing 
 
 Recent months have seen many commitments and initiatives aimed at enhancing resources for the 
development agenda. We recognize these efforts as welcome developments. There has been some progress on 
the Innovative Financing Framework for Immunization (IFFIm) since we met last. Operationalising the IFFIm is 
particularly important, since frontloading aid will enable many recipient countries to overcome the initial critical 
bottlenecks in pursuing MDGs. As proposals for generating additional resources reach maturity, establishment of 
a robust, standardized and efficient mechanism for tracking actual ODA flows would be vital, even more so in 
the context of the recent additional debt relief initiative. However, it is a matter of satisfaction that actual 
disbursements of ODA, in recent years, have shown a welcome reversal of the declining trend that lasted for 
almost a decade since the early 1990s  
 
 The issues of aid effectiveness and aid financing have more recently been reviewed in the context of the 
Millennium Development Goals.  There have been certain issues raised regarding the centrality of country based 
approaches and the push for progress on specific MDGs.  We do not feel that there is any divergence in this 
regard.  However, the realization of the MDGs has to be a shared resolve and commitment of all nations. While 
the primary responsibility will be of the countries concerned themselves, in the case of many poor countries, this 
will require active support of the donor nations.  In this regard, it is important to realize that unless aid 
commitments translate into actual delivery, securing MDGs will remain elusive goals. We do hope that all the 
developed countries would scale up the ODA to realize the goals reaffirmed at the Monterrey Consensus. 
 
 It has also been our consistent position that additional resources for implementing the development 
agenda should be channelized through the existing multilateral agencies. Moreover, allocations must be based on 
pre-defined and transparent criteria. Our own development experience clearly indicates that, ultimately, it is the 
availability of untied additional resources for use in accordance with national development strategies, which is 
most beneficial for recipient countries.  
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Trade 
 
 After the failure of the Cancun Ministerial to break new ground in multilateral trade negotiations, the 
world is eagerly looking forward to the forthcoming Hong Kong Ministerial for putting the Doha Development 
Agenda (DDA) back on track. The progress in this regard, however, has been disappointing considering the 
hopes that were raised after the ‘July Framework Agreement’. It is imperative that the global community reaches 
a consensus on ambitious developmental outcomes at Hong Kong.  Maybe the time has come for abandoning 
well-known positions and for upholding the Monterrey view, which had recognized that international trade is an 
engine for development and cautioned against trade barriers, trade distorting subsidies, and other trade distorting 
measures. The forthcoming Ministerial must focus upon, inter-alia, negotiating modalities on agriculture and 
manufactures, and make dedicated progress on services, rules and trade facilitation. Given the difficulties faced 
in reaching consensus on ‘first approximations’ on agriculture and non-agriculture market access (NAMA), the 
Bank and the international community would have to play an intense  and proactive role at Hong Kong, if the 
Doha round is to be completed by 2006.  
 
 Countries that continue such policies, especially in agriculture which lies at the core of the Doha agenda, 
should be aware of the perilous impact their decisions would have on the food and livelihood security of millions 
of subsistence farmers in poor countries and in terms of the opportunities for progress they deny to developing 
nations. We also need to work towards ambitious outcomes in the services sector where global negotiations have 
not made enough headway: restricting the movement of professionals across the world is unnatural and, 
ultimately, to the detriment of developed countries themselves. Significant results in the services negotiations 
remain essential to achieve a balanced outcome of the Doha Round.   
 
 We feel that the Bank, given its development mandate, must in the weeks ahead, play an intensive role 
of global advocacy as a spokesman for the interest of developing countries. It must encourage developed 
countries to soften their positions and remove the barriers to development that they have erected which result in 
lost opportunities for many developing countries. 
 
 The Bank’s initiative to provide ‘aid for trade’ is laudable and will help loosen the supply side constraint 
in many developing countries. However, pursuing the initiative calls for revisiting the issue of special and 
differential (S&D) treatment and assessing what kind of S&D facilities will facilitate the goals for national 
development as well as expansion of global trade. Resolution of this dilemma is critical for arriving at a 
successful pro-development Doha package. The Bank can provide crucial support to countries to develop their 
trade-related infrastructure and ease the often painful adjustment to trade liberalization.  However, we need to 
remain conscious of the reality that there is no substitute for an ambitious pro-poor deal at the Doha Round. 
 
Infrastructure 
 
 We welcome the Progress Report on Infrastructure. The role of improved infrastructure availability and 
quality infrastructure services in enhancing growth prospects, accelerating poverty reduction and achieving the 
MDGs a point which was elaborately covered in my statement during our Spring Meetings earlier this year 
hardly requires reiteration. I would like to remind my friends about the offer made in the Spring meeting to 
remove impediments to scaling up the Bank’s infrastructure work, and urge its quick implementation.  
 
 We appreciate the commitment of Bank management and staff to the Action Plan and note that since 
Fiscal Year 2003 Bank lending for infrastructure has risen by about $1 billion per year, reaching $7.4 billion in 
FY05. Quality of investments is a concern for all and we are encouraged that this rapid increase in Bank lending 
has been accompanied by high quality. At the end of FY05, the percentage of infrastructure commitments at risk 
was 9.5%, which is below the Bank average of 13.5%. 
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 The Bank also, probably, requires to be more ambitious, given the enormous infrastructure needs of the 
developing world. While investments of nearly $8 trillion would be needed in the energy sector in developing 
countries over the next 30 years, new infrastructure investment needs will be around $223 billion per year, 
accompanied by maintenance needs worth $232 billion per year. Addressing these requirements will call for 
extended work on issues of public and private investments and public-private partnerships.  
 
World Bank Conditionality 
 
 We welcome the findings that the Bank’s use of conditions has declined sharply during the last decade 
and the simultaneous development of “good practice principles” by the Bank. We note that these principles 
include the concepts of reinforcement of country ownership; promoting a coordinated accountability framework 
in consultation with country authorities and customizing the framework for evaluating country performances; 
choosing only actions critical for achieving results as conditions for disbursement; and conducting transparent 
progress reviews conducive to predictable and performance based financial support. The Bank, as a development 
partner may also consider re-examining the need to use the word ‘conditionality’ in future documents, since 
these are essentially ‘good practice principles’. The use of these principles could be appropriately modified by 
taking into account the unique aspects of each operation and there need not be an across-the-board application of 
such principles.  Further, they should cover all stages of the Bank project and not be restricted to certain start-up 
conditions to help improve project implementation, and be equally focused on project outcomes. Since the Bank 
has adapted its policy lending to complex institutional reforms and critical actions in host countries, it should be 
careful to avoid overt inclination towards complex policy matrices particularly in multi-sectoral operations. 
 
Enhanced HIPC Initiative 
 
 We are happy with the progress in the Enhanced HIPC initiative under which now 28 countries have 
reached the decision point (including 18 countries on completion points) with likely benefit of $38.2 billion in 
present value terms and two-third reductions in their debt stock with cost to IDA standing at $9.2 billion. The 
debt relief delivered to these Decision as well as Completion point countries has had positive impact on their 
poverty reduction efforts. The Poverty Reduction Strategy Papers (PRSPs) have enabled these countries in 
producing effective poverty-reduction strategies with significantly improved country ownership through a broad 
consultative process. However, the pace of implementation of the initiative has been relatively modest as some 
countries have experienced delays in reaching the decision point. We are somewhat concerned with the decline 
in the participation of non-Paris Club and commercial donors in the initiative, though some additional debt relief 
agreements have been signed by a few non-Paris creditors during the last year. As of now, the number of 
creditors fully committed for extending debt relief is limited to 8, while 20 others have agreed to extend partial 
debt relief and the remaining 23 donors are yet to join the initiative. 
 
 We strongly favor symmetrical treatment in expansion of the list of countries eligible for assistance 
under the extended sunset clause of the initiative.  
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Voice & Participation of Developing and Transition Countries  
 
 The issue of Democratic deficit in the governance of Bretton Woods Institutions needs to be addressed 
in right earnest in order to enhance legitimacy, transparency, accountability and ownership of the decision-
making process in these institutions. The progress that has been made to address this after the  Monterrey 
compact has been limited to and distracted by peripheral issues which are not central to enhancement of ‘voice’ 
in decision making. We feel that a strong ‘push’ towards tackling the central structural issue of voting power is 
called for. The set of determinants presently used in computing the economic strength of the countries is not a 
true reflection of the global economic realities and has tilted the Fund’s and Bank’s governance structure 
towards the developed countries. We feel that a fresh look at the quota formulae will necessarily have to focus 
on an adequate weightage to GDP, far beyond what the present formulae envisage. It would be preferable to 
compute GDP on the basis of purchasing power parity (PPP), given that this is arguably the best basis for 
comparison of GDP across a wide cross-section of countries. The factor of Intra EU trade also needs to be dealt 
with in the right perspective by netting out the volume of current account receipts and payments for such 
countries that belong to a common currency area. The level of Reserves also needs to play a significant role in 
the calculation of quotas. We firmly believe that these incongruities should be set right by modifying the main 
determinants of IMF Quota and Bank’s Capital shares in GNI on PPP basis. 
 
Climate Change, Energy & the World Bank 
 
 Climate change is a global problem and requires a global solution. We must also recognize that different 
countries bear different levels of responsibility for increase in atmospheric greenhouse gases (GHGs) 
concentrations.  However, what we find is that the adverse impacts of climate change will fall disproportionately 
on those who have the least responsibility for causing the problem, in particular, developing countries, including 
India. Our own policies for sustainable development, by way of promotion of energy efficiency, renewable 
energy, changing the fuel mix to cleaner sources, energy pricing, pollution abatement, afforestation, mass 
transport, besides differentially higher growth rates of less energy intensive services sectors as compared to 
manufacturing, have resulted in a relatively benign growth path of the GHGs.  Climate change responsibility 
clearly does not lie only with developing countries. However, on the other hand it has severe adverse impacts on 
precipitation patterns, ecosystems, agricultural potential, forests, water resources, coastal and marine resources, 
besides increasing range of several diseases vectors in the developing countries.  The global community has to 
realize that immediate steps would be required for adaptation measures for climate change impacts if 
catastrophic human misery is to be avoided. 
 
 Mr. Chairman, we stand today at a decisive moment. At the dawn of the new millennium we had 
committed ourselves to the dream of attaining the MDGs and reaffirmed this at Monterrey in 2002. However, I 
must say with a sense of some remorse that the efforts to scale the summit by 2015 have been rather half hearted 
and dispirited. Millions of our fellow human beings are still struggling to acquire the basic minimum needs for 
subsistence and live with dignity. We need to act now. The Hong Kong Ministerial gives us an opportunity to 
redeem ourselves by ensuring a successful conclusion of the Doha round that leads to the establishment of a fair, 
just and equitable multilateral trading system.  We welcome the initiatives on debt relief. But these must be 
accompanied by genuine increase in ODA, so that requisite resources are available to meet the requirements of 
MDGs.  The Global community must take the initiative now and set a timetable for fulfilling the commitments 
made at Monterrey to reach the Millennium Development Goals. 
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Statement by Jean-Daniel Gerber, State Secretary for Economic Affairs Federal Department of Economy, 
Switzerland14 
 
 On behalf of our constituency, I would like to take this opportunity to extend a warm welcome to Mr. 
Paul Wolfowitz as President of the World Bank. His leadership will be crucial for the Bank to play its critical 
part in the international community’s efforts to meet the Millennium Development Goals. I am confident that 
Paul Wolfowitz will remain fully committed to the strategic directions and the wide reform agenda adopted 
recently by the Bank with the support and guidance of its shareholders. His first visits to Africa, the Balkans and 
South Asia as well as his determined start as Chairman of the Board, have clearly confirmed his strong 
commitment to the Bank’s mission. On behalf of our Constituency, I would especially like to welcome the short 
visit by President Wolfowitz to Belgrade. We also welcome the two new members of senior management 
appointed by President Wolfowitz: Mr. Vincenzo La Via, Chief Financial Officer of the World Bank Group, and 
Mr. Lars H. Thunell, Executive Vice President of the International Finance Corporation.  
 
MDG+5 Summit of the UN  
 
 We are pleased with the outcome of the UN World Summit, which has reinforced the key principles of 
democracy and human rights and set the stage for implementation of mutual commitments by the developing and 
developed countries alike. The agenda ahead is ambitious but balanced, emphasizing peace, security and 
development. The Summit has underlined the important role of the World Bank in achieving the MDG. The 
Bank needs to revisit and consolidate its specific mandates based on the principles of comparative advantage and 
value-added. 
 
Debt Relief Proposal 
 
 I welcome the initiative of the G8 countries for further multilateral debt relief. This initiative is of 
particular importance to many of the poorest countries, as it should relieve their economies from heavy debt 
burdens and free resources for human development and sustainable economic growth. However, the success of 
debt relief in making a real contribution towards poverty alleviation and meeting the MDGs will critically 
depend on finding appropriate solutions to several key implementation challenges and securing funding for the 
initiative. In this regard, I very much commend the Bank and IMF staffs in bringing the various legal, financial 
and operational issues to the fore as this allows us to make well-informed decisions. 
 
 Our constituency, with donor and borrowing countries, emphasizes the importance of safeguarding IDA, 
ADF and IMF’s long-term financial integrity and preserving IDA’s and ADF's nature as a loan-making facilities 
as anchored in their respective charters. For IDA and ADF, this calls for clear rules to monitor additionality of 
debt relief resources for the IDA 14 period and beyond. We are strongly committed to work with all other 
shareholders and Bank and Fund staff to arrive at a debt relief scheme that is sound, comprehensive, and based 
on a broad consensus. These important remaining issues have to be resolved in accordance with the rules and 
principles of the institutions concerned and within their respective governance frameworks. 
 
 It is absolutely vital to ensure the effectiveness of debt relief, as the donor community and recipient 
countries are accountable to their citizens and tax payers. Therefore, we have to make sure that resources freed 
up by debt relief are used to support countries in implementing their PRSs and in meeting the MDGs. We also 
insist on the importance of performance, which builds upon country ownership, good governance and sound 
public financial management. We must further ensure that rapid accumulation of unsustainable debt does not 
                                                 
14  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia and Montenegro, Switzerland, Tajikistan, Turkmenistan, and 
Uzbekistan. 
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reoccur without foreclosing the possibility of participating countries accessing international capital markets in 
the future. The Debt Sustainability Framework provides a good basis in this regard. Last but not least, we 
highlight the importance of fully financing HIPC, including for the additional countries that will likely be 
declared eligible based on their end-2004 debt data. 
 
Aid Financing and Aid Effectiveness 
 
 We acknowledge progress in the area of aid financing; we remain convinced that increasing ODA 
through ordinary budgetary means is the simplest and most effective way. This being said, we welcome efforts 
to explore other aid financing mechanisms and remain open to examine initial experiences by those countries 
that have chosen to go ahead. 
 
 Harmonization and alignment are key for enhancing aid effectiveness. The High Level Paris declaration 
on alignment and harmonization is a valuable achievement in this regard and its implementation requires our full 
attention. Effectiveness also means better coordination and division of tasks among donors and an appropriate 
aid architecture based on comparative advantages. This is particularly relevant in the context of increased 
availability of funds. We hence support the commitment to reinforced collaboration between OECD/DAC and 
the Bretton Woods institutions, regional development banks and the UN agencies, in particular, and invite these 
partners to present a proposal for discussion in the coming months. 
 
 We are convinced that aid can only be effective if recipient countries are fully involved in allocation, use 
and monitoring of resources. Two reviews conducted for this Development Committee Meeting confirm this 
importance of ownership. Firstly, the review of the Poverty Reduction Strategy (PRS) approach shows the 
importance of aligning aid programs with a country’s PRS. More generally, the review confirms our view of the 
key role the PRS approach is playing in domestic and development aid processes. Secondly, the review of World 
Bank conditionality shows that conditionality is most effective if it closely reflects borrower commitment to a 
reform program. The good practice principles emerging from the review provide guidance on how to further 
strengthen ownership in the use of conditionality. We welcome these principles and encourage the Bank to 
ensure their implementation in Development Policy Lending across the Bank.  
 
Action Plan for Africa 
 
 We agree with the Bank that Africa is at a turning point in terms of better leadership, economic and 
social performance and improvement in policies and institutions. The improvements in growth and human 
development observed in several African countries need to be sustained and spread to the many countries still 
lagging behind. Against this background and in light of the manifold and urgent development challenges Africa 
is facing, the special focus on Africa of this Development Committee meeting is timely and important. At the 
same time, this should not deter us from maintaining and enhancing development efforts in other regions. 
 
 The Bank's Action Plan for Africa is well-structured and builds on lessons learned as well as on 
analytical and practical efforts by the key actors, such as the Commission for Africa and NEPAD, which is proof 
of African leadership. We support the focus on results, growth and building partnerships. The Plan will be first 
and foremost implemented at the country level. The donor community including the Bank needs to better 
analyze country-specific conditions, including the binding constraints and socio-cultural aspects deeply 
entrenched in the functioning of local social, economic and political systems. This will also require more 
predictable and deeper aid commitments. 
 
 The likely scaling up of aid to Africa represents a unique chance to make big strides towards the MDGs. 
At the same time, possible negative macro- and micro-economic effects, such as Dutch disease and human and 
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institutional capacity constraints, have to be duly taken into account. Likewise, countries must step up their 
efforts in domestic resource mobilization to reduce aid dependency. 
 
 We take note of the idea of a catalytic fund. Such a fund may provide certain advantages over existing 
funding channels, yet also adds to the risks in terms of proliferation of funding vehicles, distortions vis-à-vis 
existing mechanisms, and thus possibly undermines the principle of performance-based aid allocation. 
 
 Finally, the Africa Action Plan is a good model for comprehensive approach that is tailored to regional 
specificities. Hence, it should be replicated in other regions such as Central Asia, including Afghanistan. 
 
Trade Agenda 
 
 We underscore the importance of bringing the Doha Round to an ambitious success and signal the 
urgency to reach a political commitment at the Hong Kong Ministerial in the collective interest of strengthening 
the multilateral trading system. A failure would be an enormous setback, especially for developing countries, and 
we firmly believe that trade is key to ensure long-term growth. We emphasize the significance, not only of 
agriculture, but also of non-agricultural and services market access for developing countries. A positive outcome 
requires action from the developed and the developing countries, including emerging economies. As benefits 
accruing from trade liberalization differ according to developing countries, we support the special and 
differential treatment for the poorest countries, while we do not think that a “zero round” would be in the interest 
of any developing country. Strengthened efforts in trade-related cooperation are particularly important for those 
countries that face the challenge of catching up in becoming competitive in penetrating new markets. However, 
the Aid for Trade concept should by no means be understood as a substitute for progress on the Doha Agenda, 
which remains an absolute priority. 
 
 We thank the Bank for its valuable analytical and practical contributions, including its efforts to help 
mainstream trade into PRSs and fostering more complete follow-up by governments and donors. We endorse in 
principle an enhanced IF which builds on the lessons learned so far and responds to further needs, first and 
foremost of least developed countries. We request that the Bank further elaborate on the details of an enhanced 
IF, together with the IF Steering Committee. 
 
 We take note of the idea of creating yet another specific multilateral fund or window, e.g. to address 
regional or cross-country aid for trade needs. We believe, though, that possible gaps should first be filled by 
existing schemes. The governance processes and rules regarding the IF need to be duly respected. 
 
 Trade liberalization will create adjustment costs for most if not all countries. Sufficiently long transition 
periods, especially for those countries which export only a very limited number of commodities, will allow 
different categories of countries to undertake the necessary reforms so that unexpected adjustment shocks should 
be avoided. We encourage the Bank to strengthen its work as part of its regular duties in helping countries early 
on in identifying and designing policies aimed at addressing key impacts. Possible financial assistance in 
selected cases should be provided by the IMF and World Bank under existing mechanisms. Hence, we concur 
with the Bank that a dedicated adjustment fund under the auspices of the WTO is neither desirable nor 
necessary. 
 
 In further fostering trade, economic growth and social development improved access to infrastructure 
stands out as an important element. We welcome the update on the challenges and enormous needs, which many 
developing countries continue to face in the area of infrastructure. Access to power, for example, is often quoted 
as the number one constraint in rural development where most of the population in the developing world lives.  
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Directing infrastructure development towards sustainable and environmentally clean technologies should be 
considered where ever possible. 
 
Climate Change 
 
 Recent dramatic events of hurricanes and flooding are just one additional piece of eye-opening evidence 
that major changes in our climate are taking place with devastating effects for the affected people as well as the 
local and global economy. We should not lose sight of the fact that the poorest countries and poorest people pay 
a disproportionate price in such disasters. The Millennium Ecosystem Assessment, to which a large number of 
private and public experts, including the World Bank, have contributed, is a solid piece of analysis which 
addresses the broad spectrum of environmental challenges. The awareness about the specific link between 
environmental protection and poverty has to be increased with priority areas of intervention and actions 
undertaken accordingly. Concerted action is required, not only at the global scale, but also at the regional, 
national and local level, by public and private actors. 
 
 There are a number of actions the World Bank Group and other multilateral organizations can take to 
address climate change within their own operations and policies; sector strategies and country assistance 
strategies should systematically reflect climate considerations, and green house gas analysis should be applied in 
specific operations like infrastructure and rural development. The continued leadership of the World Bank in 
developing and introducing green house gas accounting is very important, as is its role in promoting initiatives 
and practices pursued by leaders in the private sector in this area (i.e. Equator Principles). We look forward to a 
more substantive discussion of this topic at our next meeting. 
 
 
Statement by Francisco Gil Díaz, Secretary of Finance and Public Credit, United Mexican States15 
 
Comments on Recent Initiatives on the Development Agenda 
 
Strengthening the Development Partnership for Achieving the Millennium Development Goals: An Africa Action 
Plan 
 

The Global Monitoring Report 2005 (GMR2005), released during the last World-Bank-IMF Spring 
Meetings, provided the international community with a thorough analysis of how the different regions of the 
world are performing towards achieving the Millennium Development Goals (MDGs). In it, it was shown how 
Sub-Saharan Africa seriously lags behind in the achievement of the MDGs. This became the focus of many 
statements in the Development Committee (DC). 
 

Against this background, we welcome the Africa Action Plan (AAP), a document that adequately 
responds to the concerns of the DC and provides us with valuable material to explore the options available to 
scale-up the development partnership with Sub-Saharan Africa to reach the MDGs on time. 
 
 In general, we believe that the international community should take a pragmatic approach to scale-up the 
partnership with Sub-Saharan Africa and help the region to catch-up with more developed economies. We 
therefore consider that the two most relevant issues for discussion for the DC of the five suggested by staff are a 
greater focus on governance and shared growth in Africa, and the appropriateness of the monitoring indicators 
to track performance. We consider them the building blocks upon which any increase in assistance should be 
                                                 
15  On behalf of the constituency comprising also the Republics of Costa Rica, El Salvador, Guatemala, Honduras, 
Nicaragua, the Kindgom of Spain and the Bolivarian Republic of Venezuela. 
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anchored. With this in mind, we will center our comments on the priority actions of the WBG that we believe are 
not only the most important, but also the most feasible ones.  
 
Managing for Results 
 
 Around the year 2000, the World Bank started to adopt a new results-based management mechanism that 
was widely accepted by its clients because it allowed identifying development needs that are feasible to target in 
a framework of clear quantitative and qualitative indicators to measure performance, build a track record and 
evaluate results. Implicitly, it set the basis for mutual accountability among the Bank and its borrowers, thus 
transforming the relationship into a true development partnership with reciprocal commitments and continuity in 
the reforms and programs undertaken. 
 
 However, such a framework is dependent on the availability of quantitative data or comparable 
qualitative statistics that allows the setting of targets and the comparison of them against benchmarks. We are 
aware that many clients of the Bank —particularly in the Sub-Saharan African region—still do not have the 
capacity to provide accurate statistics on a timely basis due to capacity constraints. We therefore encourage the 
World Bank to continue its work on the International Partnership on Statistical Work which, in the case of 
Africa, aims to cut by half the gap in Sub-Saharan subcontinent country coverage (currently at 30 percent) of key 
MDGs and IDA-XIV results indicators which we believe should be the appropriate monitoring ones to track 
performance. 
 
 We want to bring to the attention of the DC that perhaps the most significant shift in Bank’s programs 
during the IDA-XIV period will be the intensified focus on outcome-oriented programs to increase economic 
growth in Africa. We therefore concur with the Bank’s plans to strengthen country-based, outcome oriented 
strategies which include developing national statistical capacity; developing results-based Country Assistance 
Strategies (CASs); establishing shorter-term indicators of progress in priority areas; and developing improved 
monitoring and evaluation frameworks in projects. 
 
 We are of the opinion that such results-oriented management framework will also have other positive 
spillover effects in the AAP context, such as the coordination and alignment of aid as well as facilitating the 
harmonization of actions and resources by donors. Moreover, the Bank’s example of management for results 
may also foster more accountability and better governance among recipient countries that lag behind in this area, 
anchoring thereby priority reforms. 
 
 As a final note, we want to commend the staff that elaborates the Global Monitoring Report and 
encourage the Bank to continue with its publication, since it has proven to be a useful tool to track progress 
towards the MDGs across all countries and regions to make comparisons and raise red flags, as was evidenced 
during the DC discussions in the past Spring Meetings. 
 
Building Capable States and Improving Governance 
 
 Good governance and capable institutions should be the cornerstone of any AAP to be successful. This 
has been the main lesson of the Bank’s work in the last decade, as suggested in 2002 by the publication Building 
Institutions for Markets, which has perhaps been the World Development Report with the strongest outreach. In 
the case of Africa, development strategies and development assistance have evolved from simple approaches 
based solely on financial capital and engineering capability in the 1950s and 1960s to complex ones at the end of 
the century where state institutions and good governance frameworks play a crucial role to support sustainable, 
market-oriented development. By that time, Bank and policymakers were realizing that not only the quantity, but 
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also the efficiency of development assistance (be it loans, grants or investments) are key to sustain growth: hence 
the importance of building capable states and institutions. 
 
 Recent progress in this area in Sub-Saharan Africa, as reported in the document submitted to the DC, is 
encouraging: for the last 10 years the average scores from the Bank’s Country Policy and Institutional 
Assessment (CPIA) have been rising, and the number of countries above the 3.5 “good performance” threshold 
has increased from six to twenty. However, 27 Sub-Saharan countries are still under the threshold, which leads 
us to believe that the challenge remains and that there is significant room for improvement in state capacity, 
institution-building and governance frameworks in Sub-Saharan Africa. 
 
 In fact, Bank’s work with governments to build capable states through capacity building, improvements 
in public expenditure management and heightened attention to accountability, governance and anti-corruption 
will be essential for the AAP to be succesful, especially because the direct approach to reducing poverty, 
achieving the MDGs and disbursing funds is sector-wide or through direct budget support. This means that most 
of the funds end up being channeled directly to governments. The Bank and the IMF should therefore strengthen 
countries’ capacities to absorb more efficiently the available resources through better understanding of the 
macroeconomic management and structural allocation of aid flows. Because budget support will likely play a 
much larger role in aid disbursements, we encourage the Bank to increase its assistance to Sub-Saharan African 
clients on public sector management mechanisms to enhance their absorptive capacity, from project analysis and 
budgeting through reporting, monitoring and evaluation. 
 
 The process of building state capacity is a complex one, as demonstrated by the fact that the World Bank 
has been working in the last fifteen years in partnership with countries across Africa to help build the required 
capacities, and the record is quite mixed according to the Bank’s own evaluation unit. Consequently, 
development partners must continuously learn what does —and does not— work.  
 
 At the minimum, institutions should provide a platform of credibility and conflict resolution for market 
activity, and they should provide complementary physical and social infrastructures. Experience has taught the 
Bank that such a framework needs a strong degree of country ownership to develop trust and place on firmer 
grounds the client’s commitment to certain policies, such as fighting corruption. Obviously, the Bank just cannot 
induce or impose on countries its own reform agenda in this area; however, the other side of the coin needs to be 
taken into account, too. Ownership of blatantly wrong policies destroys social capital and the Bank should, in 
our view, challenge the government stance and hold off any lending program in such cases, if necessary. Of 
course, cases of a major flawed design of institutions can be expected to be rather exceptional in today’s 
international economy, but occasional examples do come up, nonetheless, and the Bank should be very clear that 
it would only stand by sound economic and social institutions and policies. 
 
 As a final remark, it must be born in mind that only through capable institutions in adequate governance 
frameworks will the excluded groups be able to fully participate in and benefit from growth. They are the bridge 
to link the poor to the markets. 
 
New Financing Mechanisms 
 
 It would be important, first of all, to put some effort in justifying persuasively the compelling rationale 
for new funds. Specifically, the case for a "Venture Capital" or "Catalytic" Fund should be made more 
compelling for the DC. The proposal seeks to reward high performers with regional investments —the "big 
push"— as well as to provide exceptional support in turnaround situations. In our opinion, these are quite 
different objectives, and we think that potential donors should only be approached on the basis of well-targeted, 
unambiguous funds to be managed under more specific criteria. 
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 Since IDA has a proven track record of 45 years of collecting resources to channel them for 
development in a concessional financial framework that rewards good performers —the CPIA, or the 
Performance-Based Allocations of IDA-XIV— we are of the opinion that any new multilateral proceeds for 
development should continue to be channeled by the mechanisms and instruments currently in place rather than 
creating new bureaucracies. 
 
 Furthermore, the World Bank’s IDA window demonstrates why Multilateral Development Banks 
(MDBs) must remain financially strong through active lending to be able to generate income, which, in turn may 
be transferred to facilities such as IDA for grants and concessional financing. It follows that MDBs need to 
remain active with credit-worthy Middle-Income Countries (MICs) with large absorptive capacity. From this 
point of view, the work on innovative and flexible financial products and the ability to provide high quality 
technical assistance and advisory services, in the case of the World Bank, remain essential to keep it attractive to 
MICs. 
 
 We consider that the World Bank’s proposal to expand opportunities for the use of its derivative and 
hedging products has been the most significant response to such a concern since the past DC Spring Meetings.16 
In fact, we believe that the proposal, as written originally, did not crowd-out the private sector, but rather turned 
the Bank into a facilitator to accelerate transactions by bringing MICs of different sizes and capacities closer to 
private markets. However, depending on how the approved document is applied in practice, it might add 
additional due-diligence measures that could affect the time-sensitivity of transactions.17 We are convinced that 
these additional tools for debt management in MICs have significant development relevance as they are useful to 
reduce volatility, complement the further development and deepening of MICs’ financial sectors and anchor 
their insertion into international markets and global finance. In turn, this will create new business opportunities 
for private financial institutions and crowd-in private sector activity.  
 
 This type of initiative allows the World Bank to use its credit quality and its understanding of sovereign 
risk (and its appetite for it) to facilitate MICs their access to derivatives markets in order to improve their debt 
profile at competitive costs. 
 
 Sound government debt management is critical to ensure macroeconomic stability in developing 
countries and for overall financial system development. Since we believe that the World Bank is in a unique 
position to assist in all aspects of liabilities management, we recommend the DC to further encourage the work 
of the Bank’s Finance Complex on such innovative products that should be available to Bank’s clients under the 
same principles that apply to loans and other products, without additional due diligence or burdens. 
 
 These measures will contribute to keep the MDBs relevant for MICs, which in turn will help to keep 
facilities such as IDA financially healthy. Such has been the spirit of the World Bank cooperative over the past 
half-century, and we should continue to strengthen this development partnership. 
 

                                                 
16  See Expanding Opportunities for Client’s Use of IBRD Hedging Products, R2005-0113, elaborated by the BCFBD unit 
of the World Bank’s Finance Complex. 
 
17 See Expanding Opportunities for Client’s Use of IBRD Hedging Product: Corrigendum, R2005-0113/1. 
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Debt Relief 
 
 We share the spirit of the G-8 debt relief proposal, which seeks to deepen debt relief to Highly-Indebted 
Poor Countries (HIPCs) to help them reach the MDGs, while safeguarding the financial capacity of concessional 
financial windows such as IDA, and welcome a thorough analysis of the options proposed to implement it. 
 
 We would however like to wait for further progress in the consensus-building around the initiative to 
express our final position on the proposal and its financing options, as we believe that there are some concerns 
that need to be addressed first before proceeding with the implementation. 
 
Burden Sharing and Legal Issues 
 
 We consider of particular importance to find a solid arrangement for full donor compensation to IDA for 
any lost reflows due to the debt relief and welcome the G-8’s pledge for a “dollar-for-dollar compensation” to 
the Association. 
 
 Since the birth of the proposal, we have been concerned about its impact on IDA’s balance sheet (up to 
43 percent of its assets are at stake). In our opinion, any debt-relief proposal that results in a material adverse 
effect on the financial situation of the Association harms all its stakeholders, including the beneficiaries of the 
initiative and therefore is contrary to the cooperative spirit of the WBG. Furthermore, the G-8 proposal to 
provide a “dollar-for-dollar” compensation to IDA for debt-relief following the structure of IDA-XIII shows a 
financial gap of almost 30 percent to fully cover its costs, as G-8 contributions covered only 70 percent of that 
replenishment. 
 
 We are left with the question of how and when to finance the initiative. The donor countries of the 
constituency we represent —Spain and Mexico— are carefully analyzing the options set forth in the document 
submitted to our consideration. Some donor countries face important budgetary constraints that limit their 
capacity to commit additional contributions to IDA which could even impede their participation in the financing 
of the G-8 proposal. These constraints need to be taken into account in the implementation process. 
 
 We concur with the view that IDA’s Board of Executive Directors can interpret the Association’s 
Articles of Agreement to allow the cancellation of debt of its client countries only if it holds legally binding 
commitments for full financial compensation to the Association. Without such commitments, action by the 
Board of Governors and members of the Association would be required and, as of today, we see no consensus in 
moving towards an amendment of IDA’s Articles of Agreement. 
 
 We agree that the financial compensation for debt relief should be additional to donors’ regular 
contributions to the Association, and an agreement should be reached for transparent follow-up mechanism (the 
“benchmark”) of these additional contributions. However, we consider that fair and voluntary burden-sharing 
amongst donors should also be one of its guiding principles. 
 
Moral hazard 
 
 Experience has shown that moral hazard is the most significant risk that any debt-forgiveness initiative 
bears. This should be kept in mind throughout the implementation of the G-8 debt relief proposal in order to 
avoid rewarding bad performing countries in detriment of good performers. Of the three financing options for 
debt-cancellation, we consider that the second and third are the only ones capable of mitigating such a risk: since 
debt relief under them is progressive as resources become available, suspension of it is always possible when a 
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country deviates from agreed commitments on structural reforms and coherent policies. These two proposals put 
debt-relief in a monitoring framework of mutual accountabilities. 
 
 Moral hazard issues are important to address in order to avoid harming good performers. We consider 
that any new proceeds for development —including debt relief— should not alter the essence of the current 
development framework, which is defined by principles and practices that have proved their effectiveness and 
are well accepted. The relevance of country ownership, the consideration given to implementation capacity, 
good performance, transparency, fiscal space and sustainability, and the efforts to achieve balanced 
conditionality and harmonization and alignment should not be set aside by the existence of additional funds for 
development.  
 
 Another moral hazard that may arise from the proposal is the unequal treatment of beneficiaries of the 
cancellation of debt across regions. If fully implemented, Latin American HIPCs —including two members of 
our constituency— will end-up with a heavier debt-stock as compared to African HIPCs after the relief because 
the Inter-American Development Bank (IDB) was not included in the initiative and the African Development 
Bank (AfDB) was.  
 
 We should bear in mind that former HIPC countries that will have a new start after an international 
approval of their “clean slate of debt”—assuming a successful implementation of the G-8 proposal— are quite 
likely, with improved credit ratings, to become extremely attractive to underwriters, financial institutions, and 
other international suppliers of goods and services, all of whom will compete to offer credit. Sudden 
accumulations of debt may occur before our analytical tools have even had the opportunity to identify them. We 
therefore believe that a successful implementation of the G-8 proposal should go in hand with the 
implementation of the Debt-Sustainability Framework (DSF) and its planned review in the spring of 2006. 
 
Trade and Foreign Direct Investment 
 
 Large increases in aid and debt forgiveness now, if coupled with weak trade liberalization policies, are a 
damaging combination, according to one of the papers submitted to the consideration of the DC: they increase 
the risk that countries receiving the largest aid increases and debt forgiveness —the African countries, 
essentially— will suffer the greatest discouragement of their labor-intensive, export and import competing 
industries through Dutch-disease linkages. 
 
 Debt-forgiveness should therefore be linked to coherent, sustained-growth strategies to avoid another 
HIPC episode in the future. Since trade is an engine of growth, the debt relief proposal would benefit if it is 
complemented with calls for more open markets and freer global trade, with developed countries leading by 
example and moving forward first. 
 
 Moreover, it is crucial that the debt relief proposal considers HIPC countries to make progress on 
reforms and policies that enhance their ability to attract non-debt non-aid capital flows, especially Foreign Direct 
Investment (FDI), so they are able to fully benefit from progress in the trade agenda. In turn, the global private 
sector should be encouraged to take more risks and invest in good-performing HIPCs that are implementing 
coherent structural reforms. 
 
 As a final remark, we consider that HIPC countries would benefit more from open markets and the 
elimination of trade barriers than from debt forgiveness. The continuous extension of the coverage and deadline 
of the original initiative —Enhanced HIPC in 1999, Sunset Clause extension in 2000, and Topping-Up cases in 
2004— because of poor growth rates and vulnerability to external shocks in qualified countries shows that debt 
cancellation is not the appropriate way to break the vicious circle of HIPC debt. What the international 
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community should do instead is to provide HIPC countries with the development tools to grow and trade to 
insert themselves firmly in the global economy. The DC should therefore subscribe the objectives of the Doha 
Development Round and push for advancing in the opening of markets and for assisting poor countries in trade 
reforms, infrastructure and other adjustment costs to let them capitalize the growth benefits of freer trade. 
 
Doha Development Agenda and Aid for Trade 
 
 The effect of international trade on economic growth has always been one of the most passionately 
debated subjects of development economics. Comparative advantage suggests that free trade is a win-win 
proposal, the reason being that the production possibility frontiers and overall welfare of each participant are 
expanded the more trade there is.  
 
 Since according to this view trade is an engine of growth, it follows that multilateral, reciprocal and non-
discriminatory trade liberalization could very well be the best foreign policy for any country. In a development 
context, moreover, it also means that freer trade alone can bring more benefits to poor countries under stress —
like HIPCs— than other initiatives such as debt cancellation. Market access, coupled with sound economic 
policies to trigger and sustain growth will enable such countries not only to trade, but also to return to 
international financial markets and the global community as well. In this sense, international trade and trade-
related assistance, in the lines of the Doha Development Round, offers these countries an escape to their poverty 
trap and the international financial community a break to the vicious circle of debt forgiveness and moral hazard. 
 
 Yet today’s world is riddled with all kinds of barriers to trade. Despite the efforts of comprehensive 
global trade liberalization after the Doha Round, trade barriers of varying intensities remain the norm rather than 
the exception, and this is precisely what the document submitted to our consideration reports. For example, the 
gap between bound tariffs and applied rates and the disagreement over the multiplicity of formulas to cut tariffs 
hamper meaningful increases in market access for manufactured products. The situation is even worse for 
agricultural products, as they are considered “sensitive” by countries and are often subject to domestic support 
and price distortions —usually in the form of subsidies. Moreover, with the exception of the financial sector, the 
services negotiations are reported to be proceeding disappointingly slow. 
 
 Against this picture of political realism where sovereign entities may technically be convinced of the 
gains from trade, but are having practical discrepancies on how to liberalize and increase it further, we agree 
with the report’s main recommendation that a meaningful Doha Development Round will require action by all 
WTO members, both industrialized and developing ones. In fact, in the past DC Spring Meetings we stated that 
high-income countries should lead by example because of their capacity to do so, but that it is in the self-interest 
of developing countries not to wait for them to make the first step, but rather proceed with the reforms needed to 
open their economies and insert themselves into globalization. 
 
 While the benefits of trade liberalization for development are widely recognized and accepted, we 
acknowledge that it may take time for countries to reap them to increase wealth. For trade to become a stronger 
lever for growth, trade-liberalizing policies need to be part of a larger package of physical and social 
infrastructure, institutional development, technical assistance and, especially, structural reforms that build state 
capacity, enhance the investment climate and raise productivity. Factor productivity growth, driven by the 
modernization of the tradable sectors, is central to trigger economic growth and lift living standards on a 
sustainable basis. Only thereby may the uncertainties of globalization be transformed into opportunities. 
 
 From the above follows that while trade is an engine of growth, it certainly does not substitute it. Trade 
is not a growth panacea, but rather an element —a key one, perhaps— to achieve sustained growth. Although 
economic growth alone is not the magic prescription to reach the MDGs and eradicate poverty around the world, 
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it certainly should be the main pillar to build the path towards achieving them: growth alone reduces poverty 
directly (1st MDG) and expands resources and capacities for other human and environmental development 
targets (rest of the MDGs). As we have stated before, we are aware that there is not a simple recipe to achieve 
sustained economic growth; however, experience from the past half-century shows that the overall recipe must 
include several crucial ingredients beyond trade reform and liberalization such as monetary stability, a well 
functioning judicial system, a sufficient and modern infrastructure, openness to foreign investment, no restricted 
areas for private investment, free capital movements, a competitive tax structure, an educated labor force, 
flexible labor laws, an adequate regulatory environment and a strong inhibition of monopolistic behavior. 
 
 On these grounds, we paraphrase the report’s recommendation that developing countries should use the 
opportunity of the Doha Round not only to lower the barriers that sap the productivity of their economies, but 
also to take advantage of its transition provisions that allow for longer implementation periods to proceed with 
the structural reforms needed to enhance productivity and competitiveness for a successful opening of the 
economy. Moreover, such an action may induce industrial countries to dismantle trade policies that harm 
emerging economies.  
 
 Gains from trade will not fully materialize without the adequate reforms, and this applies to high MICs 
and Low-Income Countries (LICs) alike. However, the latter may experience higher adjustment costs and 
certainly will need even more critical reforms. The report is therefore right about increasing international 
assistance for poor countries in these areas, especially on the supply-side because trade as a global public good is 
not always adequately internalized. Trade infrastructure such as ports and customs, and policy reforms such as 
lowering tariffs may have significant externalities in LICs that call for technical assistance and capacity-building 
to incentive them to undertake further commitments under the Doha Round. 
 
 In this respect, we are pleased to read that the Bretton Woods Institutions (BWI) are providing an answer 
to these concerns, as requested during the past DC Spring Meetings. The World Bank scaled-up its trade-related 
activities and doubled lending for trade in the past three fiscal years. IFC developed a Global Trade Facility 
(GTF) to meet trade-related financial needs of the private sector in developing countries,18 and the IMF designed 
the Trade Integration Mechanism (TIM) to assist member countries to meet balance of payments challenges 
from trade liberalization. We endorse BWI cooperation in the Integrated Framework of Trade-related Technical 
Assistance (IF) for Least-Developed Countries (LDCs), and agree with staff to enhance it with more resources to 
scale-up the mainstreaming of trade and growth into Poverty Reduction- (PRS) and Country-Assistance 
Strategies (CAS). Moreover, we are of the opinion that every new effort to address adjustment concerns from 
Doha should be handled within the IF and not with the creation of new multilateral funds, an opinion that we 
share with joint Bank/Fund staffs. 
 
 There is a case for “Aid for Trade” (A4T) in LICs which we endorse;19 however, while it may be a key 
complement to ambitious liberalization under the Doha Round, it is important to remember that it is not a 
substitute for it and for other needed structural reforms in them. We believe that developing countries should not 
postpone their structural reform agenda since they might be postponing potential gains from trade even further. 
 

                                                 
18  World Region: Report and Recommendation for a Proposed Investment in Global Trade Finance Program (GTFP), 
IFC/SecM2004-0213. 
 
19  A4T comprises technical assistance, capacity building, institutional reform, investments in trade-related infrastructure, 
and assistance to offset adjustment costs such as fiscal support to help countries make the transition from tariffs to other 
sources of revenue. 
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 While trade can be an important engine of growth, growth alone must be substantially accelerated in 
developing countries to reach the MDGs, and a healthy financial sector plays an important role to channel 
savings into investment and make the real economy grow. The trade agenda should therefore include the 
financial sector as well. We thus call on the BWI to continue their work in developing, strengthening and 
deepening financial markets in developing countries. 
 
Infrastructure and the World Bank: A Progress Report 
 
 We are fully supportive of the engagement of the Bank in infrastructure and welcome therefore the 
analysis and information provided in this report. We concur with most of the views expressed throughout the 
document and the recommendations summarized in the conclusions. We only would like to briefly emphasize 
some of the issues and signal some reservations on others. 
 
Subsidies 
 
 The delivery of public services is primarily a function of the State, and the quality of the delivery is 
usually the yardstick by which an electorate will measure the performance of its government. Subsidization is 
therefore a sensitive political issue, and governments should be left to decide on how, to whom and in what 
amounts should subsidies be paid. 
 
 Providers of public services must generate the necessary cash-flow to keep investment in maintenance, 
expansion and technological improvement of them to guarantee a quality and disruption-free delivery. This leads 
to the settlement of tariffs at levels that allow for full cost recovery; however, low-income groups in developing 
countries often cannot afford their market price, which makes a case in favor of social subsidies that fill the gap 
between affordability and service delivery. Bank and policymakers should be careful, nevertheless, about the net 
effect of such measures, as subsidies may shrink fiscal room for social spending and other current expenses. 
 
Fiscal space 
 
 We would like to raise a word of caution with respect to the suggestion to increase deficit targets to 
make room for growth-inducing investments since in our view the prime objective of macroeconomic stability 
should not be undermined. On the one hand, public investment, especially in infrastructure, may improve 
economic efficiency and promote additional private investment.  On the other, the presence of an increased 
deficit target without proper institutions, fiscal responsibility laws, and adequate project-evaluation 
methodologies will only crowd-out private investment, reduce long-term economic growth, and risk economic 
sustainability.  
 
Sub-national support 
 
 Serious practical problems are likely to emerge if the Bank decides to expand its loan portfolio by 
directly accessing governments at sub-sovereign levels. We have strong reservations about the Bank’s 
convenience of moving forward in this direction because of the implications that non-guaranteed sub-sovereign 
lending might have for public debt management in client countries and the complexity it would add to the 
Bank’s relationship with them. 
 
 Moreover, such a proposal opens the door for new legal and portfolio risks that need to be further 
analyzed. We therefore believe that management and the Executive Board should carefully weight these 
concerns before taking any additional steps. 
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 In contrast, we are supportive of market-based solutions and innovative financial products to address the 
infrastructure needs of sub-sovereign entities such as bond structuring, credit enhancements and financial 
engineering that involve partnerships with the private financial sector or where the risks are transferred to the 
markets and entities are led into a market discipline environment. An example of this can be found in the 
guarantee syndicated by the International Finance Corporation (IFC) to improve the rating of a municipal bond 
issuance for a water project in Mexico.20 Such public-private partnerships offer financial sub-sovereign market-
based solutions without interfering with the spirit of IBRD’s sovereign guarantee lending and thereby do not 
pose risks to sovereign debt management and crowd-in the private sector in infrastructure projects. We therefore 
encourage the Corporation’s municipal team to continue its work on such innovative finance. 
 
 
Statement by Mr. Ralph Goodale, Minister of Finance, Canada21 
 
 As we meet here in Washington this weekend, it is a time to reflect on how we can work together to 
make positive change in our world.  Our focus must continue to be on the poorest countries.  But the ravages of 
Hurricane Katrina felt in the southern United States last month reminds us that we are all vulnerable to loss and 
in our darkest moments we rely on each other for strength, support and above all, hope.  It is a lesson that must 
guide us in all our efforts, this weekend and beyond.  I would like to take a moment to express my sincere 
condolences to those Americans who have lost so much over the past several weeks.  Canada offers you our 
friendship and support as you begin the difficult process of rebuilding. 
 
Efforts must continue 
 
 Five years ago world leaders laid out a development vision with the Millennium Development Goals 
(MDGs) that set clear targets for eradicating poverty.  This was followed in 2002 by the Monterrey Consensus, 
which stressed the mutual accountability of developed and developing countries in achieving these goals.  With 
only a decade left to meet these MDG targets, current stocktaking suggests their achievement will require a 
significant scaling up of actions. As was made clear just a few days ago in New York at the UN Summit, without 
faster progress we risk not achieving the MDGs. 
 
 Certainly, progress has been made.  We have seen developing countries improve their policies and 
governance with the result that they have experienced acceleration in their economic growth.  Developed 
countries have increased aid and introduced actions to make it more effective, including the reduction of 
transaction costs, increased emphasis on partner-led development and the rationalization of donor effort.  As 
well, initial steps have been taken towards reducing trade barriers to the poorest countries. 
 
 And we know that in some areas of the world – in particular, East Asia, Latin America and the 
Caribbean – real gains have been realized.   Indeed, global poverty rates are falling, led by Asia. 
 
 But in other parts of the world, we are quite simply not making the progress that we hoped.  This is 
especially the case in Africa, where many countries are off track on all the MDGs and where more than 300 
million people still live in abject poverty, where education for all remains a dream rather than a reality, and 
where two million people will die this year from HIV/AIDS. 

                                                 
20  Mexico: Report and Recommendation  for a Proposed Investment in Tlalnepantla Municipal Water Conservation, 
IFC/R2003-0018. 
 
21  On behalf of Antigua and Barbuda, The Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, Ireland, 
Jamaica, St. Kitts and Nevis, St. Lucia, and St. Vincent and the Grenadines. 
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 This challenge provided the rationale for the work of the Commission for Africa.  The Commission 
emphasized the underlying principle that development – and the achievement of the MDGs – must be led by 
Africa itself.  And it also laid out concrete actions where donors could support African initiative. 
 
 We must continue our efforts toward the attainment of the MDGs.  An agreement on debt cancellation 
will be a significant step forward.  We welcome the World Bank’s Africa Action Plan as a concrete contribution 
to support the countries of Sub-Saharan Africa in scaling up their efforts towards accelerating growth and 
achieving the MDGs. 
 
A development strategy 
 
 No amount of aid will have a meaningful impact on countries that do not work to improve their domestic 
institutions and create an environment that allows enterprise and human initiative to flourish.  To this end, we 
must continue to work to strengthen Poverty Reduction Strategies (PRS) by broadening their policy content, 
strengthening their pro-poor focus and improving the effectiveness of the participatory processes through which 
they are prepared and implemented, including greater involvement of parliamentarians and civil society.   Where 
conditions are appropriate in terms of policy frameworks, capacity and governance, developing partner countries 
may wish to develop credible, costed PRSs that scale up to achieve their MDG targets and that can serve to 
attract greater levels of support. 
 
 We must put countries in a position where they can help themselves escape poverty. In particular, more 
concentrated efforts must be made to level the playing field and to ensure that developing countries become 
better integrated into the global trading system.  A successful Doha round that lowers tariffs and non-tariff 
barriers, for example, could lift more than 100 million people out of poverty by 2015.  This was a key message 
of the Commission for Africa report, supported by the Bank’s own analytical work.   And for those countries not 
able to immediately benefit from the elimination of trade barriers due to various constraints, we welcome the 
work of the World Bank and IMF on “Aid for Trade”. 
 
 We must ensure that scarce development funds are used effectively.  It will be important to continue 
discussions on capacity building to ensure that developing countries have the capacity to employ the increased 
flow of resources effectively.  It is particularly important that aid delivery mechanisms are in place.  Hence, the 
increasing emphasis on mutual responsibility and accountability between donors and recipients for results. We 
know that a combined focus on higher aid volumes and aid efficiency and effectiveness is critical in ensuring 
that commitments actually translate into action and positive outcomes that improve prospects of the poorest 
countries and poorest people.  To this end, we strongly support the Bank’s direction to enhance its framework for 
monitoring, reporting and follow-up on the delivery of aid commitments.  We are also encouraged by the World 
Bank’s efforts to deepen the harmonization and alignment of aid resources, including through taking steps to 
implement the Paris Declaration on Aid Effectiveness and to modernize and simplify its own internal processes.  
To further progress on effective aid delivery and use, it will be critical to ensure that our commitments with 
respect to untying aid are met, including greater use of local procurement mechanisms in developing countries.  
We welcome the initiative by the OECD-DAC to move this forward. 
 
 Aid budgets must keep pace with ongoing development challenges.  Recent commitments made by 
donor countries mean that total annual ODA flows in 2010 will be around US$50 billion more than in 2004.  
Significantly, at least half of this increase will be directed to Africa – resulting in a doubling of ODA to that 
continent.   In 2005, the Canadian government budgeted funds necessary to double Canadian aid to Africa by 
2008.  And consistent with our commitments to the United Nations, we will also double our overall international 
assistance by 2010.  As announced in New York last week, Ireland has set out a firm plan to achieve the United 
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Nations (UN) target of 0.7 per cent of gross national income by 2012.  Ireland’s official development assistance 
has doubled since 2000, and will triple over the next seven years. 
 
 Our focus has been on the poorest countries.  Canada this year announced a plan to focus our bilateral 
assistance on 25 countries – 14 of them in Africa – where the need is great and the conditions exist to implement 
effective poverty reduction programs.  With strong support from Canada, Ireland and other donors, IDA has 
been able to increase funding for its programs by 25 per cent over the previous replenishment – the largest 
expansion of IDA resources in two decades.   Canada’s contribution increased by almost 40% under IDA14, 
while Ireland increased its contribution from about SDR 35 million to over SDR 58 million, representing a two-
third increase. 
 
 But there is an international consensus that additional financing is needed, whether from budgetary 
resources or ‘innovative financing’ proposals.  Certainly, there are no “silver bullets” among alternative 
proposals, but as they do not require unanimity for implementation, donors can choose to act based on their own 
circumstances and preferences.  Canada and Ireland continue to emphasize the importance of traditional sources 
of aid.  However, we welcome the further exploration of Advance Market Commitments, which stand out 
because they address a critical market failure.  The failure to sufficiently produce vaccines for diseases primarily 
affecting developing countries affects millions of people, and has tremendous social and economic 
consequences.  We would also consider financing proposals that would harness private contributions – Canada 
already offers fiscal incentives for charitable donations. 
 
Debt relief 
 
 Debt relief is another key component of our development strategy. By sharply reducing their debt 
service payments, poor countries have more resources to invest at home.  For more than a decade, Canada has 
been a leader in fighting for greater debt relief.  We have contributed more than $2.3 billion to this cause to date, 
and we are committed to a further $1.3 billion in further and better debt relief.  And it is important to keep the 
momentum going. 
 
 This past summer, G8 Finance Ministers proposed to cancel 100 per cent of the debts owed by Heavily 
Indebted Poor Countries to the International Development Association, the African Development Fund and the 
IMF.  The new debt proposal provides additional resources for poor countries, ensures that poor countries are 
treated equitably, maintains the financial capacity of international financial institutions and provides the proper 
incentives toward better performance, good governance, transparency, the end of conflict and the reinvestment 
of resources into constructive new initiatives.  Canada and Ireland will do our share to implement this initiative. 
 
 There remain many issues to be resolved – both policy and technical, but we have the momentum to 
move forward.  It is our hope that we can come to an agreement this weekend to push ahead with this proposal.  
With their debts gone, these countries will be able to redirect more of their precious financial resources to 
productive investments in better health care, education, social development and economic growth for their 
people. 
 
 But if we want to ensure that poor countries have the fiscal flexibility to promote macroeconomic 
stability/growth and implement poverty reduction strategies, we also need to be sure that the more vulnerable 
countries do not slide back into a debt trap.  And debt sustainability is about more than the ability to repay debt.  
It also must ensure the ability to maintain an adequate level of expenditure on services and investment in health, 
education, agriculture, water supply and sanitation, roads and other infrastructure, without which, growth, 
development and poverty reduction are impossible.  It is essential that the measures we implement to ensure debt 
sustainability do not result in a reduction of resources for countries judged to be at risk for debt distress.  To this 
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end, the strategic provision of grants is a key tool in ensuring that a new build-up of unsustainable debts does not 
occur.  We are pleased with IDA’s grant allocation framework, which is based on debt sustainability 
considerations.   And we look forward to working together with the IFIs to ensure that appropriate mechanisms – 
compatible with a forward-looking Debt Sustainability Framework – are put in place to meet these goals. 
 
The development challenges faced by small states 
 
 It has been five years since the creation of the Commonwealth Task Force on Small States, and we 
believe that we will find much progress has been made.  However, our efforts to advance the development 
agenda must continue to take into proper account the special challenges of small states, including those in the 
Caribbean.  And the importance of regional approaches cannot be emphasized enough. 
 
 We are pleased with action that the Bank has taken on this front.  We welcome the decision of IDA to 
increase its financial support by raising the minimum IDA allocation to small states by 10 per cent from SDR 3.0 
million to SDR 3.3 million during the IDA14 period.  In future, to ensure small states remain a priority, we 
would recommend fixing the minimum as a percentage share of future replenishments. 
 
 We know these states are particularly vulnerable to natural disaster.  To this end, the World Bank’s 
efforts to study possible insurance schemes for public assets and the IFC’s work to find new mechanisms to 
insure private dwellings are critical.  We will continue to support the Bank’s development of this new approach 
to comprehensive catastrophe insurance in the Caribbean and other small states, and call upon other donor 
governments and the private sector to also support these efforts. 
 
Working together for a positive change in our world 
 
 Today I have addressed some of the issues that our constituency feels need to be the focus of our 
attention.  But there are others – in particular, World Bank conditionality, HIPC, climate change and voice and 
representation – that will need our continued attention over the coming year.  We would like to thank Bank staff 
for giving us a strong basis from which we can explore these issues further. 
 
 A decade remains until 2015.  Poverty on a global scale is falling, but the challenges of meeting the 
MDGs in Africa remain.  This weekend we are discussing how we can make achieving the MDGs in all parts of 
the world a reality.  The only way to do so is to work together.  The importance of the Bretton Woods 
Institutions in this effort cannot be overstated.  During our discussions on their future direction, we need to 
ensure that they maintain their ability to contribute to the development effort.  At the same time, it is critical that 
the governments of developing countries work together with all their development partners, including the private 
sector and civil society.  Only with the strength of a truly collaborative effort will we be able to make tomorrow 
better for all people. 
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Statement by Mr. Duck-Soo Han, Deputy Prime Minister and Minister of Finance and Economy, 
Republic of Korea22 
 
 Since the April 2005 meeting of the Development Committee, developing countries have continued to 
grow at about twice the rate of high-income countries and sub-Saharan Africa is continuing its welcome 
acceleration of growth.  There are, however, wide disparities between developing countries.  Following strong 
growth in 2004, the global economy during 2005 has exhibited more moderate growth, while inflationary 
pressures remain subdued.  However, the downside risks are increasing with wide growth divergences and 
increasing global imbalances, against a background of record-high oil prices and gradually rising short-term 
interest rates.  At the moment when we want to accelerate progress against poverty, the global growth 
environment may become less helpful.  This should encourage us to think again about how to increase and 
sustain growth in the developing world. 
 
One-third way towards 2015: a sense of urgency 
 
 Since leaders endorsed the millennium development goal (MDGs) in 2000, the world is now one-third of 
the way towards the target date of 2015. The MDG of halving poverty is likely to be met at the global level, but 
goals for gender outcomes in education, and for improved maternal and child health are likely to be missed in 
many regions. Most MDGs may be missed in most of Africa, notwithstanding the strong per capita income 
growth in reforming economies such as Benin, Burkina Faso, Cameroon, Ghana, Mozambique, Rwanda, 
Senegal, Tanzania and Uganda. 
 
 We must redouble our efforts to reform policies and institutions, improve governance, open up trade 
opportunities and improve aid flows and debt management.  Only higher sustainable economic growth in 
developing countries can accelerate progress towards the MDGs. Because of the compounding nature of growth, 
any step-up in sustainable growth countries can achieve early in the remaining 10 years to 2015 will achieve 
much more poverty alleviation than a similar increase closer to 2015. 
 
Strengthening the development partnership for achieving the MDGs 
 
 Aid effectiveness 
 
 Real growth in ODA has approached 5% per annum in the last few years, and there have been recent 
pledges of some 60% real growth over the next 5 years.  If the G-8 proposal for debt forgiveness is implemented, 
some US$40 billion (depending on final decisions on details) that would have gone in debt repayment by heavily 
indebted poor countries will instead be left with HIPC governments (especially in Africa).  These are very large 
financial resource increases that will constitute large portions of government budgets and GDP in many of the 
poorest countries. 
 
 Managing and absorbing such financial increases will require careful management and coordination to 
ensure they do not trigger price increases, real exchange rate appreciation and loss of competitiveness in the 
tradeable sectors of the economy (so-called ‘Dutch disease’), and undesirable declines in governments’ revenue 
self-reliance and accountability to their citizens.  It is apparent from research into experience over the last 40 

                                                 
22  On behalf of the constituency comprising Australia, Cambodia, Kiribati, Korea (Republic of), Marshall Islands (Republic 
of), Micronesia (Federated States of), Mongolia, New Zealand, Palau (Republic of), Papua New Guinea, Samoa, Solomon 
Islands and Vanuatu. 
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years that these adverse consequences of heavy reliance on aid too often detracted from the ability of ODA to 
cause a sustained increase in the rate economic growth. 
 
 We therefore welcome progress towards implementation of the 12 indicators suggested in the Paris 
Declaration on Aid Effectiveness, which will improve recipients’ financial management and procurement 
systems, better align aid to recipient priorities, better coordinate donor effort (including in analytical work) and 
improve aid predictability. Signatories to the declaration in this constituency pledge to work to achieve its 
targets, and are already applying its principles. We endorse the findings of the Review of World Bank 
Conditionality, and encourage the implementation of the improved practices it outlines.  Progress requires that 
the streamlining of conditionality should not now lead to an increase in ‘triggers’ which may undo the benefits of 
streamlining. The 2005 Review of the Poverty Reduction Strategy Approach usefully updates on this vital 
initiative, which can enhance country ownership and accountability, and help facilitate donor coordination.  
 
 The Infrastructure Progress Report shows improvement of the World Bank’s performance in this vital 
area, and it is pleasing that increased volumes of lending have been achieved while maintaining good project 
quality.  Further improvements will be vital, as carefully-selected infrastructure investments not only improve 
productivity, but can be part of a strategy to minimize ‘Dutch disease’ through lowering the costs of the traded 
goods sector, and moderating upward exchange rate pressure through the import content of infrastructure 
projects, which is often higher than for social projects. 
 
 New financing initiatives 
 
 We are interested in the exploratory work on Advance Market Commitments for new vaccines. 
 
 As notified at earlier Development Committee meetings, our donor economies do not wish to participate 
in any IFF-type mechanism at this time.  Nor do we see any attractions in various international taxation options, 
which we regard as having problems of accountability to taxpayers, and of governance. 
 
 We note the preliminary study of additional international aviation taxes.  We are concerned that 
additional aviation taxes would hinder tourism and trade. An international aviation tax could threaten the 
survival of some airlines in a very competitive industry, currently facing high fuel costs.  For the small and 
remote economies represented in this constituency who seek to develop their tourism industries, airlines taxes 
would be very undesirable.  In our view, aviation tax proposals do not have sufficient support to warrant further 
work by the Bank or Fund. 
 
 G-8 debt relief proposals 
 
 The Heavily Indebted Poor Countries (HIPC) Status of Implementation Report shows welcome progress 
since the last report in September 2004 in the take-up of the HIPC scheme, with 28 countries now having 
reached the decision point, of which 18 have gone on to reach the completion point.  But examination under the 
newly-agreed Debt Sustainability Framework of those countries that have reached completion point and received 
enhanced HIPC treatment, suggests they still have large debt stocks. 
 
 Consequently, we support the broad principles of the June 2005 G-8 proposals for 100% forgiveness of 
loans from the International Development Association, the IMF and the African Development Fund to HIPCs 
successfully reaching completion point. For the proposal to deliver its benefits, we consider it is essential for the 
countries concerned to allocate the resources freed from debt servicing to poverty reduction, and for donors to 
supply funds to IDA to make good the foregone reflows from HIPCs, additional to existing ODA commitments.  
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We especially welcome the G-8 proposal that those additional funds should be allocated on the basis of 
performance across all IDA-only developing countries. 
 
 It will be vital to monitor the operation of future lending from all sources to avoid the re-accumulation of 
unsustainable debt in the HIPCs, and to ensure equitable access to IDA finance for both former HIPCs and 
others.  Accordingly, we welcome the timely review next year of the Debt Sustainability Framework. 
 
 We urge endorsement of the G-8 proposal, and the prompt finalisation of important financial, legal, 
accounting and auditing details that are necessary to put the proposals into effect through all three institutions.  
Our IDA donor members are prepared to pay their share of the G-8 proposal’s costs to IDA. 
 
Africa Action Plan 
 
 We welcome the formulation of the Bank Group’s Africa Action Plan, with its emphasis on a results 
framework for specifying, measuring and managing to achieve specified outcomes, and its efforts to 
strengthening the private sector drivers of growth. While we wholeheartedly wish the successful implementation 
of the Africa Action Plan, we note that the challenge now will be to convert the 25 proposed priority actions for 
the region into sensible action at the level of the 47 very diverse countries of sub-Saharan Africa. 
 
 We suggest several World Bank Group priorities for action to assist those African countries most at risk 
of missing most of the MDGs.  First, the plan must address the distinctive challenge of Africa:  the higher 
prevalence than in any other region of fragile states.  The Bank’s Low Income Countries Under Stress (LICUS) 
initiative has sought to establish new ways of working with such fragile states, including the important sub-set of 
post-conflict states. We urge that the LICUS initiative should now be properly financed and placed centrally in 
the Bank’s work in all fragile states.  There will be some instances where political failure will preclude Bank 
involvement by any means, but properly resourced work with LICUS approaches should allow improved 
performance in many other fragile states. 
 
 LICUS or fragile states in Africa and elsewhere suffer such intractable and chronically weak governance 
that their development challenges can not be addressed through the IDA performance-based aid approach.  We 
would be supportive of focussed Bank work to find new ways of appropriately financing and staffing Bank 
engagement with LICUS. We consider that exploration of new ways should look to the LICUS challenge 
globally. 
 
 We believe, more fundamentally, that with launching the Africa Action Plan, African countries 
themselves should scale up their efforts to improve governance, transparency and accountability. Without self-
effort to change the old systems, no external assistance can bear fruit. Doing business in 2006: Creating jobs 
shows some success stories in this regard. Rwanda, among others, has achieved the highest level of economic 
growth in the region since it made it easier to start business by reforming its regulations. 
 
The Doha Development Agenda and ‘aid for trade’ 
 
 Doha and real resource transfer to development countries 
 
 The Development Committee is the “Governors of the Bank and the Fund concerned with the transfer of 
real resources to developing countries”.  Trade is a principal means by which the financial resources from aid 
and debt relief are converted into the real resources that combat HIV/AIDS and malaria, that build infrastructure, 
and globally competitive and productive industries in the formal economy.  It is those formal-sector industries 
and their employees, which pay taxes and allow governments to deliver vital services. 
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 Increased ODA and debt forgiveness are being implemented quickly.  But it takes time to convert those 
financial resources into real resources through creating, formal-sector businesses and gaining world markets for 
exports from developing countries. To reduce that lag, we need a comparable sense of urgency in achieving the 
Doha Development Agenda as has driven the commitment of increased aid and debt forgiveness. 
 
 If we substantially increase the financial resources to developing countries but do not increase the trade 
opportunities for them to increase their real resources, we risk much worse than wasting aid.  We risk worsening 
the uncompetitiveness of the formal sectors in developing countries, inflicting the worst damage on the weakest 
economies receiving the most aid and debt forgiveness. 
 
 Because of these concerns, we agree with the proposals of the Trade Progress Report:  Rich countries 
must make ambitious market openings in agriculture; and poor countries and middle income countries must also 
participate. 
 
 When developing countries lower their own trade barriers, their access to lower cost imports obviously 
increase their inflow of real resources. But sustainably paying for those imports requires export growth, which is 
facilitated by reducing protection in others’ markets. Just as importantly, openness to trade helps development by 
raising productivity.  It improves competition, reduces corruption and rent seeking, lowers input costs to 
business even outside the tradeable sector, and improves the capacity of local business. 
 
Aid for trade 
 
 Behind a successful trade round, ‘aid for trade’ offers improved supply-side opportunities for developing 
countries to realize new trade opportunities.  We warmly support the Trade Progress Report’s proposals to 
enhance aid for trade, and note the proposed expansion of a reformed Integrated Framework of Trade-Related 
Technical Assistance.  We note the governance problems which have hindered the past effectiveness of the 
Integrated Framework, and emphasise that correcting those problems is an important step to greater 
effectiveness, which also requires more focus on outcomes, expanded country coverage, better targeting and 
timeliness, and more responsiveness to partner needs.  We support the Bank continuing its useful trade-related 
assistance under the Pacific Enterprise Development Facility. 
 
 Expanding trade is closely related to expanding the formal sector of the economy, and in this context we 
again stress the potential of Doing Business in 2006:  Creating Jobs  to lower the ‘behind the border’ barriers to 
trade.  The previous edition of Doing Business included all our constituency members in its database for the first 
time.  The June 2005 meeting of the Pacific Island Forum Economic Ministers in Tuvalu committed the Forum 
states to work towards halving, by FEMM 2007, the time it takes to start a business, the cost of registration, the 
time to go through insolvency and the cost of enforcing contracts.  This is an example of how good analytical 
work by the Bank can inform and motivate reforms ‘behind the border’ in a way that can improve business 
climate, and strengthen capacity to trade. 
 
Climate Change and the World Bank Group 
 
 We welcome the short background paper Climate Change, Energy and the World Bank, and the actions 
it details for the Bank to take up a facilitating role for developing clean energy and sustainable development, in 
response to the requests from the G-8.  While the Bank must remain focused on poverty alleviation, we respect 
the expertise it has built on sustainable development, carbon markets, and ways to ensure developing countries 
can both enjoy economic growth and facilitate environmental protection in ways that are mutually advantageous 
to all. 
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 In that context, we would encourage the Bank’s engagement with the Asia Pacific Partnership on Clean 
Development and Climate.  This is a collaboration between Australia, China, India, Japan, the Republic of Korea 
and the United States, to address energy, climate change and air pollution issues within a paradigm of economic 
development.  These partners together account for about half of the world's GDP, population, energy use and 
greenhouse gas emissions.  The Partnership focuses on practical action to develop and deploy low-emissions 
technologies which complement economic development and energy security goals.  It will not set arbitrary 
targets and will focus on developing and deploying new technologies that will put economies on low-emissions 
trajectories. 
 
Voice and Participation 
 
 There has been some progress within the Bank Group in enhancing the voice and participation of 
developing and transition economies since we last met.  In particular, the secondment arrangements to give 
representatives of developing and transition economies greater exposure to the work and governance of the Bank 
have been put in place, with the first two rounds of candidates selected and moving through the scheme.  We 
know from our constituency’s involvement in the scheme that it is appreciated, and that it builds capacity in 
member governments to understand and influence the Bank. 
 
 However the deeper structural challenges to properly reflecting the influence of fast-growing economies 
await resolution.  IMF work on quota review remains crucial in our view to the legitimacy and influence of the 
Bretton Woods institutions.  We urge its speedy completion.  
 
 
Statement by Mr. Eero Heinaluoma, Minister of Finance, Finland23 
 
Introduction 
 
 The Nordic and Baltic countries welcome the progress made at the UN Summit in New York last week.  
It is now time for the Development Committee to give direction for implementation of those decisions that 
involve the World Bank.  In addition to the major issues on the DC agenda, The Africa Action Plan, including 
Aid Financing and Aid Effectiveness, Debt relief, and Trade, we will also touch upon three other important 
documents, the Reviews of WB Conditionality and the Poverty Reduction Strategy Approach, and the 
Infrastructure Action Plan. 
 
 We would like to emphasize the following key messages: 
 

• We strongly support the Bank’s efforts to expand assistance to Africa in partnership with other 
donors to support every African country in reaching the Millennium Development Goals (MDGs) by 
2015. 

 
• We welcome and support the G8 proposal to cancel 100% of outstanding debt of eligible Heavily 

Indebted Poor Countries to the IMF, IDA and African Development Fund, and to provide additional 
resources in a predictable manner to ensure that the financing capacity of International Financial 
Institutions (IFIs) is not reduced. 

                                                 
23  On behalf of Denmark, Estonia, Finland, Iceland, Latvia, Lithuania, Norway, Sweden. 
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• Recognizing the great significance of international trade in helping countries to reduce poverty we 

underline the increased need for trade related assistance and endorse further exploring alternatives to 
this end, such as an enhanced role of the Integrated Framework.   

 
The Africa Action Plan  
 
 The Nordic Baltic constituency welcomes the Africa Action Plan outlining the priority actions for the 
World Bank Group to support, together with other development partners, the African countries in their efforts to 
achieve the MDGs. We agree with the main elements of the outcome-oriented Action Plan.  
 
 In our view, good governance, participation of the poor in the development processes, broad-based 
economic growth and strong institutional framework are key elements for equitable and sustainable 
development. However, as empowerment of women and girls is necessary to achieving sustainable development, 
the issue of gender should be given more weight in the Action Plan. Greater priority should also be given to 
ensuring progress in the area of sexual and reproductive health.  
 
 We commend the Bank for its commitment to enhance its support to African initiatives such as the 
NEPAD and other regional integration efforts, which we consider fundamental elements for sustained 
development in the long term. We are pleased to note the encouraging progress in Africa’s performance and the 
reinforced efforts by many of Africa’s leaders in the continent’s development. However, special efforts are 
needed to improve governance and institutions in poorly performing economies, fragile states, and states affected 
by conflicts, so that they, too, may benefit from the increasing ODA to Africa.  
 
 The key to successful implementation of the Africa Action Plan lies in the wide partnership between 
developing country governments, the World Bank Group, the UN agencies, and other donors.  Coordination and 
coherence among the leading multilateral donors and regional organizations, is crucial for ensuring eficient use 
of development resources.  The Action Plan rightly emphasizes the World Bank's role in strengthening 
partnerships and coordination especially at country level to ensure increased effectiveness of additional aid. The 
leading role in building partnerships, aid coordination and monitoring must, however, remain in the hands of the 
developing countries themselves. 
 
 The Action Plan reflects the Bank’s commitment to move forward with the harmonization agenda agreed 
upon at the Paris High Level Meeting. The emphasis on enhanced cooperation between the Bank, the UN 
agencies and, in particular, the OECD DAC on monitoring the delivery and the quality of aid is commendable. 
We believe that the Action Plan’s monitoring framework with quantitative indicators of results will contribute to 
effective implementation by providing a clear and transparent basis for following up the progress made.  
 
 We welcome the plans for further decentralization of staff responsible for the implementation of the 
Action Plan.  In our view, decentralization is a prerequisite for the Bank to play a stronger role in areas such as 
harmonization, governance and capacity building. 
 
Aid financing 
 
 We are all aware that more aid is needed to reach the MDGs.  It is our conviction that the most credible, 
reliable and durable approach to financing the funding gap for the MDGs is through increasing aid budgets and 
raising official development assistance (ODA) towards the UN target of 0.7 percent of GNI.  We therefore urge 
those donors that have not done so to make concrete efforts towards this target.  The much-needed pledges for 
increased aid levels that have been presented during the year are indeed very welcome.  In order to ensure the 
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efficient use of these increased funds for development, issues regarding governance and absorptive capacity 
must be given due attention. 
 
 On new sources of financing we welcome the pilot project of the International Finance Facility for 
Immunization, which is to be implemented on a voluntary basis, as a channel to contribute to the achievement of 
the ODA target.  We also recognize efforts to implement a contribution on airline tickets on a voluntary basis. 
 
Debt relief 
 
 The Nordic and Baltic countries are strong supporters of the HIPC initiative and we are pleased that debt 
relief under HIPC continues to aid poor countries to increase fiscal space for poverty reduction. We welcome the 
G8 proposal on further debt relief as a clear demonstration of strong political commitment to make further 
progress towards the MDGs. The proposal has our clear support. However, it is vital that debt relief does not 
lead to reductions in traditional ODA flows. 
 
 The Nordic and Baltic countries regard the International Financial Institutions as cornerstones of 
multilateral development efforts to assist poor countries, with IDA and IMF as important vehicles for advice and 
financial support. This should not be jeopardized and it is therefore important to ensure the robustness of the 
financial capacity and viability of the institutions in order not to undermine their role.  Therefore, as stated in the 
G8 communiqué, additional resources must be provided to the institutions. 
 
 The G8 proposal raises a number of fundamental issues in relation to International Financial Institutions, 
especially with regard to their long-term financial capacity but also to the recently agreed debt sustainability 
framework.  While we can immediately agree with the objectives of the proposal, we should consider those 
questions carefully and take time to get the technical details right. We consider it vital to find an arrangement for 
full donor compensation for lost reflows due to the debt relief.  This compensation must be additional to donors´ 
replenishment contributions. Fair burden sharing amongst donors must be the guiding principle and, in order to 
ensure this, we need a transparent mechanism to follow-up on contributions.  
 
 We fully support the G8´s emphasis on good governance, accountability and transparency as being 
crucial for realizing the potential benefits of debt cancellation. We recognise that by providing further debt relief 
to those countries that have reached the HIPC Completion Point, the inherent conditions of the HIPC framework 
continue to serve as means to ensure that debt relief is provided to countries with a track record of sound 
policies. Clearly, countries receiving further debt relief must be current with their repayment obligations to the 
IFIs and must not have experienced serious lapses, also with regard to governance, such that their IMF programs 
are at risk.  
 
 We would also like to see further elaboration on various approaches to strengthen incentives for eligible 
countries to maintain good performance. There is also a need for donors to complement debt cancellation by 
supporting country-owned efforts to strengthen governance, build capacity and fight corruption. 
 
 We agree that it is important to design debt relief in a way, which ensures that countries do not return to 
unsustainable debt positions. Hence the G8 proposal makes the recently agreed upon Debt Sustainability 
Framework (DSF) become even more important.  While we agree that a revision of the DSF eventually will be 
necessary, we believe that it is premature to consider modifications to the DSF prior to the IDA mid-term 
review.  
 
 We would also need to look at the regional impact of redistributing compensated resources with a view 
to ensure equal treatment of all HIPCs in all regions. 
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Trade 
 
 International trade is crucial for increased economic growth and thereby to poverty alleviation.  The 
ongoing WTO negotiations, under the Doha Development Agenda, can make an important contribution to this 
end by placing the interests of the developing countries at the core of the negotiations in order to reach a pro-
development outcome. We recognize the need to increase financial and human resources in the developing 
countries in order for them to make further use of opportunities in international trade as well as handling 
adjustments in connection to trade liberalization.  Therefore, now is the time for action and agreement to make 
the Doha round a success. 
 
 We commend the Bank Group for its analytical work of high quality and progressive advocacy for 
further trade liberalisation and a pro-development outcome of the Doha Round.  We welcome the Group’s strong 
support to the further integration of developing countries in the international trading system and their efforts to 
overcome supply side constraints. 
 
 We welcome the progress to date on the Aid for Trade agenda and are pleased with the Bank’s scaling 
up of trade-related activities, which is well in line with the Bank Group´s re-engagement in infrastructure 
projects.  However, more needs to be done in this field and we agree that this year marks a crucial time for 
increasing aid for trade.  In our view, it is important to avoid overlap by using existing and effective mechanisms 
where possible. 
 
 We remain strong supporters of the Integrated Framework (IF) for trade related technical assistance and 
emphasize the importance of the Bank, and other donors, working through the IF. Therefore, we would like to 
voice our support to an enhanced Integrated Framework, including making the facility available to a larger group 
of low income beneficiaries. We believe that by boosting the IF, we will increase its contribution to 
strengthening South-South trade, mainstreaming trade in PRSPs and translating diagnostics into implementation, 
thereby increasing the benefits from trade. 
 
 At the same time, we call for further discussion on how to secure long-term financing to deal with severe 
supply side constraints in a well co-ordinated manner.  In addition, as various regional impediments to trade 
often exist in developing countries, we find it worthwhile to consider mechanisms to address regional/cross-
country trading issues, as suggested by the Bank.  Furthermore, we see a need to explore the possibilities of more 
efficiently supporting developing countries through adjustment processes due to potential adverse effects of 
trade liberalisation in the short term. 
 
Reviews of the WB conditionality and PRS Approaches 
 
 The principle of country ownership is key, both in the PRSP approach and in the Bank’s use of 
conditionality.  We continue to be concerned that ownership remains relatively weak in some countries. We 
therefore welcome the Review of World Bank conditionality and thank the Bank for the manner in which they 
have conducted this exercise. We also very much welcome the PRSP-review and feel assured that the Bank 
remains committed to further improve the approach. 
 
 The good practice principles that have been developed from the findings in the Conditionality Review 
accord very well with those developed by our constituency and we see them as an important step in the right 
direction.  Implementation of these principles is going to be crucial.  We believe that there is a need for an 
ongoing dialogue on how these principles are applied in reality in the specific circumstances of individual Bank 
operations. 
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 Country ownership is critical to successful development.  It requires that countries lead in setting 
program objectives and in determining critical reforms.  In its dialogue with countries the World Bank must 
ensure that it includes domestic stakeholders and supports processes for domestic accountability.  Assessing 
country ownership is a complex task.  In our view, it is necessary to look beyond the track record of reform of 
the government and address aspects such as participation and social cohesion, which are key elements for 
improving governance and building capable states. The PRSP, the national budget, as well as the CPIA and 
PSIA indicators are useful tools for these reform processes. 
 
 Furthermore, it is our belief that harmonization is central to increase development effectiveness and to 
reduce the burden of conditionality.  This requires moving towards more common frameworks for conditionality 
and accountability as support is aligned to country strategies and systems. 
 
 While we strongly support increased results-orientation, we believe that the emphasis should move 
towards the use of outcome indicators. Further work could be done in this area, in particular, by strengthening 
in-country capacity and country systems for such monitoring. 
 
Infrastructure Progress Report 
 
 The Nordic and Baltic countries fully support the Bank’s infrastructure agenda and welcome the Bank 
Group's re-engagement in infrastructure.  We encourage the Bank to continue its efforts in sustaining the high-
quality of the projects financed by the Bank Group. As lending volumes augment, we would, however, like to 
reiterate our view that the enhanced focus on infrastructure must be born out of country priorities, be aligned to 
PRSP objectives and support the positive inter-linkages between infrastructure and economic and social 
development. 
 
 The issue of partnerships and donor coordination is in our view at the core of improved effectiveness of 
development interventions, including in infrastructure. Also, we believe that the Bank’s enhanced focus on 
infrastructure should emphasize policy advice for institutional building and lending to sectors and regions where 
its financing is additional and catalytic to both private and public financing.  We welcome the increased 
involvement of IFC and MIGA in this field and support efforts made by the Bank Group to help mobilize larger 
private capital flows. We acknowledge, however, that the Bank is facing particular governance and anti-
corruption challenges connected to infrastructure projects and support efforts to overcome these.  We note the 
ongoing work on managing for results, which we believe necessary to further improve the development impact 
of infrastructure projects.  Furthermore, it is important to focus specifically on the poor in developing countries 
and their access to basic infrastructure in order to reach lasting poverty reduction. 
 
 We welcome the emphasis on the energy sector and agree that the Bank must scale up its efforts in the 
field of renewable energy in order to facilitate access to energy services in the developing countries and improve 
the environment. We particularly welcome the World Bank’s commitment to increase its lending for renewable 
energy with 20% annually over the next five years. This is especially acute now, when the current situation in 
the world energy markets raises concerns for the situation in the energy-poor developing countries. We also 
welcome the expansion of investments in information and communication technology as a means to improve 
governance and to create significant productivity gains.  
 
 To conclude, we give our full support to Mr. Wolfowitz, as the President of the Bank, in carrying out the 
particularly challenging agenda of the World Bank.  We look forward to working with you in the coming years 
to advance the important mission of the Bank Group. 
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Statement by Mr. Jin Renqing, Minister of Finance, People’s Republic of China 
 
 We welcome the discussion by the Development Committee on the issues closely related to the 
attainment of the MDGs by developing countries, African countries in particular, namely Strengthening the 
Development Partnership for Achieving the MDGs: An Africa Action Plan (AAP), Debt Relief for HIPCs, and 
Doha Development Agenda--Aid for Trade. I would like to take this opportunity to share with you some of my 
observations on these issues.   
 
Strengthening the Development Partnership for Achieving the MDGs: An Africa Action Plan (AAP)  
 
 Reducing poverty and promoting development in Africa are of extreme importance to achieve the MDGs 
globally. During the past 20 years, the number of poor people in Africa doubled with many social indicators far 
behind the MDGs. Nevertheless, we should note that African leaders are committed to poverty reduction and 
economic growth by pressing ahead with structural reform and governance improvement. At present, the 
economic and social indicators of many African countries have turned around with growing economic recovery 
and enhanced institutional capacity. It is therefore imperative for the international community to grasp this prime 
opportunity to help the African countries achieve the MDGs at a faster speed.  
 
 It is our view that prompt and sufficient development assistance by the international community is 
critical to achieving the MDGs in Africa. We therefore welcome the G8’s commitment to doubling its aid to 
Africa, from around $25 billion in 2004 to $50 billion in 2010, and expanding debt relief for the HIPCs. Despite 
the increasing commitment by the international community to assistance from Monterrey to Gleneagles, more 
actions are still needed to materialize the pledges, to which the World Bank and other IFIs should continue to 
give a big push. 
 
 We appreciate the AAP, which emphasizes on supporting the economic growth in African countries. 
Two issues ought to be addressed in this regard, namely infrastructure development and advantageous industry 
nurturing. Strengthening infrastructure will build primary foundation for and alleviate “bottleneck” of economic 
growth, while cultivating advantageous industries is the driver of economic development, and has a positive 
bearing on long-term competitiveness. It has been calculated that Africa needs at least US$20 billion of 
investment in its infrastructure every year to maintain the 7% growth rate needed for achieving the MDGs. 
Apparently the pledged financing in the AAP is far less than being adequate. A large amount of additional 
financial resources are needed for developing infrastructure and nurturing advantageous industries. 
 
 Economic growth is the physical prerequisite for poverty reduction. Various growth modalities will 
bring about different social and economic consequences. We advocate fair, coordinated and universally-
beneficial growth. A balanced and coordinated development strategy should be adopted to gradually build an 
equitable distribution system, protect the vulnerable groups, allow all the population benefit from growth, and 
continuously lift up people’s living standards, while keeping sustained economic growth. 
 
 We believe that the capacity building of public governance is a key factor to Africa’s economic 
development. The international community has the responsibility to help African countries gradually build and 
improve their governance in accordance with their own national conditions. Given that the political, economic 
and cultural backgrounds as well as the development stages of countries are different, the specific approaches 
and means to public governance would be various. As for the World Bank, improving governance should be a 
country-led and long-term process, where no size fits all feet. We believe that strengthening governance is an 
integral part of a country’s overall development process. It can neither be separated from economic 
development, nor be treated in an artificial sequence of development following governance. It is only in the 
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process of social and economic development, will a country be able to improve its governance. Therefore, the 
Bank’s assistance in helping economic development and enhancing management skills of the developing 
countries is a substantial contribution to their governance improvement. 
 
 Development experience also shows that country-ownership is the foundation of aid effectiveness. 
Country-owned and country-led poverty reduction strategies should be the guidance in the Bank activities. The 
Bank’s country assistance strategies should always be in close alignment with the countries’ own development 
priorities. Based on this consensus, the Bank should encourage other donors to get familiar with the recipients’ 
circumstances, make use of the country systems and give support to the country strategies. 
 
Debt Relief for HIPCs 
 
 The G8 Finance Minster’s new debt relief initiative presents a very good opportunity for the HIPCs, 
particularly for those in Africa, to achieve the MDGs. We therefore welcome the proposal. 
 
 What is critical for the materialization of the G8’s initiative is that the donors should provide additional 
resources to fully compensate the foregone debts by IDA and AfDF. We urge the donors to reach agreements on 
cost sharing at the earliest date. In the meantime, we hold that maintaining financial integrity and sustainable 
operation of IDA is not only the important prerequisite for low-income countries to continue receiving support 
from IDA after the debt relief, but also a guarantee to their long-term interests. Therefore, we are not in favor of 
any IDA Article amendment to the provision of prohibiting debt exemption. 
 
 We support the African countries to follow their own way of development and oppose to any 
conditionality attached to the new debt relief program, for the sake of African independent growth and the 
fulfillment of the MDGs.   
 
Doha Development Agenda--Aid for Trade  
 
 Trade is essential for development. Both economic theories and history have demonstrated the key role 
of trade in boosting growth. Developing countries in particular can have a leap-frog growth by combining 
advanced technologies and management skills embedded in trade flows with their comparative advantages.  In 
recent years, national economies have been increasingly integrated into the global market, with trade playing the 
most crucial role in this inter-relationship. However, the irrational international trade system and various kinds 
of trade barriers have prevented developing countries from reaping the economic fruits and giving full play to 
their comparative advantages. The poor ability of market access has also hindered their development. 
 
 The Doha Round of trade negotiation should be an opportunity to promote equitable and fair trade, so 
that it can be a real Development Round and lay a solid foundation for the MDGs. Therefore, the developed 
countries should exert their utmost efforts to ensure the success of the Doha Round negotiation, and make sure 
that the results of the Doha Round can be integrated with their commitment to the MDGS. The developed 
countries should expand market access, especially for the developing countries in agriculture and labor-intensive 
industries, abolish agricultural subsidies and establish a fair and equitable international trade system, so as to 
facilitate the economic development of developing countries, the low-income countries in particular, and achieve 
the MDGs.  
 
 The Doha Development Round should take into full consideration the difficulties of developing 
countries in trade liberalization. The developed countries should provide the developing ones with more 
effective special and differential treatments (SDTs), distinguish the SDTs from trade protectionism aiming at 
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protecting the sunset industries and help developing countries nurture advantageous industries with long term 
competitiveness.  
 
 Increasing aid for trade is an integral part to help the Least Developed Countries (LDCs) enter the global 
market. The IFIs should strengthen cooperation, expand the size of the trust fund under the Integrated 
Framework (IF), and create a long-term and stable source of funding. We suggest other low-income countries 
also be included in the IF to enhance the effect of aid for trade. The Bank and Fund should actively coordinate 
with the developed countries to contribute adequate financing and strengthen cooperation with regional 
development institutions in this regard. 
 
 To attain the MDGs, developing countries need to formulate country-owned development strategies, 
advance reforms and create a sound domestic environment for sustained and stable economic growth. It is 
equally important for the international community to reach consensus and provide support in terms of 
development aid, debt relief and open trade system. Five years have elapsed since the MDGs were first initiated 
in 2000. The international community has reached a series of consensus on achieving the MDGs and developed 
countries have made political commitments to financial resources and debt relief.  Nevertheless, we believe that 
opening market to all the developing countries is crucial and will become one of the most effective measures to 
achieve the MDGs. 
 
 We look forward to a successful conclusion of the Doha Round negotiation and hope the WTO 
ministerial meeting in Hong Kong in December will bring the desired outcome for developing countries and the 
international community as a whole.  
 
 China is a medium-and-low-income developing country, facing a multitude of difficulties and challenges 
on the road to development. Nevertheless, we will do our utmost efforts to support and assist other developing 
countries in speeding up their development. China has extended preferential tariff treatment to over 30 LDCs, 
while writing off or forgiving debts owed by some countries. At China’s initiative, such cooperation mechanisms 
as the Forum on China-Africa Cooperation and the China-Arab Cooperation Forum were established. China has 
also made contributions to the China Regional Cooperation and Poverty Reduction Fund within the Asian 
Development Bank. Last May the China International Poverty Reduction Center, an organization devoted to 
poverty eradication across the world, was formally launched in Beijing. In order to increase assistance to other 
developing countries, President Hu Jintao announced a series of measures at the UN High-Level Panel on 
Financing for Development on September 14. 
 
 First, China has decided to accord zero tariff treatment to certain products from all the 39 LDCs having 
diplomatic relations with China, covering most of the China-bound exports from these countries. 
 
 Second, China will further expand its aid programs to the HIPCs and LDCs and, working through 
bilateral channels, write off or forgive in other ways, within the next two years, all the overdue parts as of the 
end of 2004 of the interest-free and low-interest governmental loans owed by HIPCs having diplomatic relations 
with China.  
 
 Third, within the next three years, China will provide US$10 billion in concessional loans and 
preferential export buyer’s credit to developing countries to improve their infrastructure and promote 
cooperation between enterprises on both sides. 
 
 Fourth, China will, in the next three years, increase its assistance to developing countries, African 
countries in particular, by providing them with anti-malaria drugs and other medicines, helping them set up and 
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improve medical facilities and training medical staff. Specific programs will be implemented through such 
mechanism as the Forum on China-Africa Cooperation as well as bilateral channels. 
 
 Fifth, China will help train 30,000 personnel of various professions for developing countries within next 
three years so as to help relevant countries to speed up their human resources development. 
 
 China’s development is closely bound up with the development of the whole world, and China is ready 
to work with all other countries to make the 21st century truly “the century of development for all”. 
 
 
Statement by Aleksei Kudrin, Minister of Finance of the Russian Federation 
 
Strengthening the Development Partnership and Financing for Achieving the MDGs: An Africa Action Plan 
 
 We welcome the fact that the international community is paying increasing attention to the task of 
development in Africa, and we also share the general concern that Africa is off track to achieve the Millennium 
Development goals.  In this connection we strongly support World Bank’s Africa Action Plan that forms an 
integral part of recent international initiatives to spur development in this region. 
 
 We note with much satisfaction the recent shift of emphasis towards greater reliance on economic 
growth as the main engine of lifting these countries out of poverty, a change in attitude that Russia has been 
advocating for some time.  We believe it is time to identify development paradigms that could realistically put 
Africa on a better growth trajectory.  Successful examples in South-East Asia and Latin America suggest that 
such paradigms should be based on building a socially oriented industrial society with massive job creation.  
Needless to say, increased labor productivity should be the cornerstone of this model.  In this respect it is 
particularly instructive to reflect that labor productivity in Africa has been falling for the last 50 years. 
 
 Against this background we particularly welcome the renewal of attention to investments in 
infrastructure, a topic that has been neglected by the multinational institutions for too long.  We are happy to see 
that the Plan envisages doubling infrastructure investment in Africa, which can form an important step on the 
road towards self-reliant growth.  In practical terms this would mean investing up to 20 billion dollars a year in 
African infrastructure projects, up from the current level of about 10 billion a year.  We hope that the bulk of the 
promised increase in aid to Africa will go towards improving the continent’s productive potential, because 
otherwise we risk wasting this historic opportunity. 
 
Debt Relief 
 
 Russia has already stated its view of the debt problem by signing the G8 Declaration in Gleneagles.  We 
believe that this bold step will offer a new chance to the most vulnerable, and as such it is an act of humanism 
and international solidarity. 
 
 We are happy to note that this initiative has met broad international support.  At the same time we 
realize that putting this momentous proposal into practice requires serious and detailed analysis reflecting the 
interests of all concerned parties and forming the foundation of true multilateral consensus.   
 
 The idea of writing off all the debt owed to the multinational financial institutions is a logical 
progression of the Enhanced HIPC Initiative, so we can use the experience and mechanisms of the Initiative for 
complete debt relief. 
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 There is a general consensus that the G8 debt relief proposal should be seen as a package of interlinked 
components.  In this respect it is important to be cautious in using the time remaining under the HIPC Initiative 
to broaden the number of its participants, both in its original format and in the enhanced framework under the G8 
proposal.  We must acknowledge the obvious fact that adding new participants at the final stage of the Initiative 
would create a number of serious problems, namely, in terms of effective use of released funds.   
 
Aid Financing and Aid Effectiveness 
 
 Since the Monterrey Conference the question of donor accountability for providing timely aid resources 
of adequate amount and quality has been at the forefront of the Development Committee agenda.  There is no 
doubt that the quality and quantity of aid are closely linked: improving the quality of aid could raise the 
effectiveness of development assistance even at constant aid levels.  It is also clear that the existing structure of 
aid flows is not optimal, and its continued replication would not bring us nearer to achieving the MDGs.  
Unfortunately, existing modalities of aid makes it difficult to judge to what extent any increase in nominal aid 
volumes is translated into real improvement in resource transfers.  We therefore support the proposed action plan 
to enhance the World Bank’s role in the global monitoring of development assistance. 
 
 At the same time we would like to caution against a simplistic view of what would constitute an 
improvement in the structure of aid.  For example, we believe it would not be useful to equate it with an 
increasing share of budget support.  Direct budget support is only justified when we can be sure that recipient 
countries have adequate capacity to use these resources effectively, in terms of both sound public resource 
management and maintaining reasonable macroeconomic framework.  An important aspect of this decision is the 
distribution of aid flows between investment and consumption as well as between productive and social sectors. 
 
 We welcome the progress achieved in developing new mechanisms of aid mobilization, in particular in 
the area of vaccines.  We are however cautious with respect to new proposals on taxation, such as proposals to 
introduce airline ticket surcharge.  At the same time we would like to point out that any tax proposal would be 
much more effective if it played the dual role of mobilizing resources for aid and rectifying structural imbalances 
in international trade that prevent the developing countries from taking full advantage of the international 
division of labor.  In this respect it would be useful to discuss the feasibility of taxing agricultural subsidies in 
industrialized countries. 
 
 Focusing on tangible and measurable results is a major instrument of enhancing aid effectiveness.  We 
welcome the Bank’s efforts in this area.  However, given the complexity of this issue, the Bank must make sure 
that these efforts do not lead to additional bureaucratic procedures, delays in project preparation or any other 
negative developments that could undermine the recent trend of containing the costs of doing business with 
international development institutions. 
 
 Finally, as regards the problem of donor coordination, we believe that the best way of overcoming it 
would be to channel an increased share of external aid through multilateral agencies, such as IDA. 
 
Infrastructure and the World Bank 
 
 We are particularly gratified to see World Bank’s return to infrastructure financing because Russia has 
been a long-standing proponent of this historic shift.  It seems that only recently the primacy of infrastructure 
financing for development seemed debatable; yet today, this idea once again enjoys global support. 
 
 One important example of this shift is that Africa Action Plan gives priority to infrastructure financing.  
It is well known that infrastructure projects help overcome key obstacles to economic growth, meet crucial 
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demand for basic services, including by the poorest strata of population, and promote export and diversification.  
In addition, infrastructure projects can be an effective vehicle of improved governance and catalyst of civil 
society development. 
 
 The Bank should focus its efforts on developing mechanism of sub-sovereign support without the 
sovereign guarantee.  Clearly, instruments of such support should be used sparingly, only where there exist 
adequate institutional and macroeconomic conditions.  Initially these conditions are most likely to be met in 
middle income countries.  This sub-sovereign support could complement ongoing efforts of these countries to 
improve fiscal federalism, manage urbanization and achieve economic and environmental balance in major 
urban conglomerations.  
 
Review of World Bank Conditionality 
 
 We welcome continuing World Bank efforts to improve lending conditionality in view of experience and 
extensive research.  It is encouraging that this research seems to confirm some long-standing beliefs of Bank 
borrowers, namely, that conditionality works best when it is least intrusive and does not disrupt country 
ownership.  In this respect we are certainly encouraged by the gradual shift in World Bank attitude to 
conditionality and hope that it will lead to substantial improvements in aid effectiveness. 
 
 One of the main outstanding issues in this respect is the balance between country ownership and aid 
effectiveness in designing conditionality.  While we all agree that ownership is essential, it would be misleading 
to suggest that the World Bank and the international community would support any reform a client government 
may attempt.  It is the Bank’s role as an international development institution and as the “Knowledge Bank” to 
make sound judgment with respect to the viability of development programs, and to support only those programs 
that have a good chance of success.   
 
 This role of the “Knowledge Bank” is extremely valuable and should not be underestimated, both in the 
input the Bank can provide through its analytic work, and through focusing conditionality on those aspects of the 
country program that are most likely to lead to growth and poverty reduction.  In practical terms it means, among 
other things, that the Bank should be able to continue to attract and retain staff able to make these sorts of 
complex judgments.  
 
 We are happy to see the steady decline in the number of binding conditions attached to Bank loans.  At 
the same time we note that the numbers of “benchmarks” are increasing, begging the question of whether what 
we see is a real “un-cluttering” of conditionality, or merely an exercise in re-labeling. Indeed, the paper itself 
suggests that the borrowing governments often do not see any difference between “conditions” and 
“benchmarks”, so it is not clear whether this re-labeling is very useful from their point of view. 
 
 We agree that existing policy provides adequate foundation for good judgment on conditionality.  The 
policy is permissive and flexible enough to accommodate a wide variety of country circumstances, and good 
practice notes provide useful design guidance to Bank teams.  There seem to be systematic differences in the 
way judgments are made in different regions, or even within the same region.  Clearly, equal treatment cannot be 
assured at the policy level, so it must be achieved through institutional means.  We urge the Bank to review and 
implement appropriate mechanisms for ensuring equal application of Bank policies to all clients, including on 
setting loan conditionality. 
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2005 Review of the Poverty Reduction Strategy Approach:  Synthesis and Balancing Accountabilities and 
Scaling Up Results 
 
 We welcome this detailed report and find the evidence on practices in implementing the PRS approach 
very illuminating.  Nevertheless, we hope that future analysis would focus more on the link between growth and 
sustained poverty reduction on the one hand, and policies and approaches that are likely to bring it about, on the 
other.  After all, the proof of a strategy’s success will be in whether or not it brings about the development 
results it was designed to attain.   
 
 In this respect we regret that the substance of poverty reduction strategies did not get enough attention in 
the paper.  It would be important to know whether most countries following a PRS approach in fact have a viable 
strategy to achieve sustained growth and poverty reduction, particularly in view of a worrying statement in the 
paper that “quality of growth strategies generally remains weak”.   
 
 We are also surprised that the long term goal of reducing aid dependency was not given any prominence.  
The call on the donor community to increase aid can only make sense if such increase leads to a permanent 
improvement in the recipient countries’ growth path, and thus to an eventual drop in reliance on aid.  Without a 
clear sunset clause and a viable withdrawal strategy, increased predictability of budget support flows creates a 
serious danger of deepening aid dependency and creating unsustainable debt burdens. 
 
 We share the view expressed in the document about the importance of country ownership.  Indeed, we 
believe that ownership is essential to any strategy that has a chance of success.  We also believe that ownership 
is impossible without greater reliance on country systems.  In this respect we particularly support the appeal to 
the donor community to ensure that aid “reinforces, rather than detracts from, national accountability”. 
 
 The Bank and other donor agencies can do a lot to help create analytical foundations for sensible policy 
choices, and to focus complex country strategies on a manageable set of key actions.  The Bank and the Fund 
can help their clients focus on the steps that are most important and most likely to achieve the twin goals of 
sustained growth and poverty reduction in their specific country circumstances.  With this, the PRS approach can 
indeed spell a breakthrough in effective aid. 
 
Voice and Participation of Developing and Transition Countries 
 
 We attach much importance to the work on strengthening the voice and participation of developing and 
transition countries in decision making at Bretton Woods institutions.  We therefore welcome the practical steps 
taken in this area since the last DC Session in spring 2005.  We would like to take this opportunity to reiterate 
our long-standing position that any further actions on voice should not politicize decision making in the Bank 
and the Fund or jeopardize the tradition of governance by consensus.   
 
 The fact that so far we have not made any tangible progress on the proposed structural measures, both in 
relation to the re-allocation of shares and changes in voting rules, is a clear indication of the many difficulties 
associated with such proposals.  In addition, as we have stated on previous occasions, we do not believe such 
structural changes to be the most efficient vehicle of improving the voice of developing and transition countries.  
We see much more promise in the steps to ensure better representation of all nationals among the Bank and Fund 
management, as well as in further efforts to anchor assistance strategies and lending operations in client 
countries’ own programs and priorities of development.  We suggest focusing our efforts on these practical steps, 
leaving the discussion of the structural measures until after the next IMF Quota Review in 2008. 
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Statement by Mr. Roberto Lavagna, Minister of Finance and Production of Argentina24 
 
Financing for Achieving the MDGs, Debt Relief and the Africa Action Plan 
 
 We welcome the efforts made by the G8 to present an ambitious package both in terms of doubling aid 
to Africa by 2010 and providing debt relief to heavily indebted countries, as well as the new financing initiatives 
brought to the table by other countries. We are also glad to see growing consensus among development partners 
to spare no effort in order to accelerate convergence toward the Millennium Development Goals in Africa and 
elsewhere. 
 
 As discussions on the best way to implement these proposals continue, we are confident that 
stakeholders will agree on a formula and on specific procedures that will preserve IDA financial integrity while 
debt relief is provided. In that respect, a prudential approach is necessary in light of the huge impact of 
irrevocable debt cancellation on IDA balance sheets. 
 
 Ensuring equity and uniformity of treatment among IDA borrowers is important. We have noted that 
“blend” countries would not benefit from replacement donor resources, even though their development needs 
may increase in the years to come. In that respect, it would be important to ensure additionality also for these 
countries in order to achieve the MDGs. We would like the G8 to also consider the possibility of funding 
themselves the reduction of the entire debt with international financial institutions of the Latin American and 
Caribbean countries being part of the scheme. In other words, we are concerned that implementation of the plan 
as it is so far will end up reducing Latin America’s share of concessional funds. 
 
 We find the Action Plan for Africa both ambitious and realistic. While it is important to maintain 
ambitions high in order to reach as many MDGs as possible, we believe that the real objective should be to make 
solid and steady progress and sustain it far beyond 2015. The focus on drivers of growth, infrastructure, and 
human development seems appropriate. It is by investing in infrastructure and empowering its people that the 
region will unleash its great productive potential. 
 
 The increasing aid flows will help Africa if used wisely, although the risk of generating aid dependency 
can not be discarded. Degrees of freedom and dependency are opposites and every policy maker is aware of how 
important these concepts are. In that respect, the developed world has the means to help Africa and other 
developing countries to regain the degrees of freedom that they need to create wealth and embark themselves in 
a self-sustained growth trajectory. A Doha Development Round would provide more resources to developing 
countries than any conceivable aid package. 
 
 
Breaking with Aid Dependency:  The Case for a DOHA Development Round 
 
 “The persistence of discriminatory and inequitably policies in international trade is included in this list 
of impediments to development, both for the poorest nations and for middle income countries such as my own”.   
President Néstor Kirchner, UN Summit, September 14, 2005. 
 
 “Although we are doing our job and keeping our house in order, although we can say that we have 
embraced the good governance model endorsed in Monterrey, when we go into the world, we are confronted 

                                                 
24  Representing Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
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with barriers obstructing our growth … agricultural subsidies”. President Ricardo Lagos, UN Summit, September 
15, 2005. 
 
 “The purposes of the Bank are … to promote the long-range balanced growth of international trade ” 
Articles of Agreement, Article I,  para. iii. 
 
 Gunnar Myrdal, the Swedish Nobel laureate, made a seemingly odd prediction in 196825: there would be 
little hope for Asia in the years to come, whereas Latin America and Africa would grow and catch up with the 
developed world. 
 
 As a matter of fact, some of the things that went wrong later for Latin America and Africa were not 
obvious or inevitable facts by the time Myrdal wrote his acclaimed book. In that respect, we must underscore the 
declining trend of their terms of trade and a reduced regional share of world exports. Agricultural products 
account for at least 25 percent of exports from Africa and Latin America. For instance, between 1980 and 2000, 
real prices of wheat and rice dropped about twofold, prices of cocoa more than threefold, and sugar about 
fivefold. 
 
 According to the World Bank26, African non oil-exporters had cumulative terms of trade losses that 
amounted to120% of GDP in 1970-1997 and offset cumulative aid flows (125% of GDP in 1974-1997). These 
losses, combined with interest payments, remittances and capital outflows, resulted in a net transfer of resources 
from Africa to the rest of the world. Also, the erosion of Africa World Trade’s share represented an annual 
income loss of $68 billion in 1970-1993, the annual equivalent to 20% of the regional GDP. 
 
 Without fully subscribing to the endowment thesis -as solid institutions, good governance, and sound 
macroeconomic policies are also essential for growth-, it is apparent that the huge decline in terms of trade took 
a heavy toll and severely undermined growth performance both in Africa and Latin America. 
 
 Among the causes of the declining trend of the terms of trade, we must mention the many distortions in 
agricultural markets and other primary commodities markets caused by subsidies, tariffs, and non-tariff barriers 
in the developed world. 
 
 It is noteworthy that, contrary to what is commonly believed about preferential treatment, rich countries 
give in fact an adverse preferential treatment to poor countries, whereas developing countries impose fewer 
restrictions on imports from high income countries than on those from the developing world. 
 
 The World Bank has developed an index of overall trade restrictiveness (OTRI) that factors all trade 
restrictions and preferences and takes them into an overall consolidated equivalent tariff rate. The analysis27 
reveals that high-income OECD countries impose more trade restrictions on imports from low-income countries 
than on imports from all countries. In particular, the second largest world economy stands out from the OECD 
group for having an OTRI for low-income countries that almost doubles restrictiveness for all countries. 
 

                                                 
25 “Asian Drama, An Inquiry into the Poverty of Nations”, 1968. 
 
26 “Can Africa Claim the 21st Century?”, 2000. 
 
27 Global Monitoring Report, 2005. 
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Importing income group / 
country 

OTRI for all 
countries 

OTRI for low-income countries 

High Income OECD 12 14 
European Union 13 15 
Japan 14 24 

 
 It should not be surprising that OECD trade policies discriminate against poor countries since the latter 
mainly export primary products, which are also the most heavily protected commodities in the developed world. 
 
 Agriculture market access liberalization is by far the most critical trade issue on the Doha negotiating 
table from a developing country perspective. In that respect, the World Bank estimates that two- thirds of the net 
gains for developing countries derived from a full elimination of tariffs and subsidies would come from 
agriculture28. Moreover, if we take into account that 70% of the world poor live in rural areas, the liberalization 
of agricultural products and the elimination of subsidies could have a poverty reduction impact even on poor 
countries that are net importers of agricultural products. 
 
 It is important to bear in mind that there will not be a development round unless there is a meaningful 
liberalization of agricultural products. The devil will be in the details because even large cuts in bound tariffs 
will do little if exceptions for sensitive products are allowed. In that respect, the World Bank estimates that 
classifying 2 % of six digit harmonized system agricultural tariff lines as “sensitive” in developed countries and 
subjecting them to just a15% tariff cut would shrink global welfare gains from agricultural reform by three-
fourths. 
 
 Trade is an engine for growth and development. Therefore, when the World Bank engages in trade 
issues, it fulfills its mandate. We encourage the Institution to keep producing high quality and independent 
research on this critical field. 
 
 We also believe that the Development Committee should use its advocacy role and make the wording of 
the communiqué clear that, unless the playing field is leveled by an ambitious Doha Round, the rules that govern 
international trade will remain as they are now: unfair, uneven and biased against the interest of the developing 
world.  There is a concrete way to start reverting aid dependency, and that is a Doha Development Round. 
 
 
Statement by Ms. Ngozi Okonjo-Iweala, Minister of Finance, Nigeria29 
 
 This meeting takes place at the most auspicious moment in recent history. This is a year in which the 
world has witnessed a number of major initiatives aimed at accelerating the momentum created at Monterrey 
towards scaling up of aid and the quality of aid to help poor countries achieve higher rates of economic growth 
as well as the MDGs. Following the significant increase in resources under the IDA 14 framework, we have 
welcomed the initiatives under the Commission on Africa Report, the G8 Summit and two weeks ago, world 
leaders met in New York for the Millennium Summit to review the MDGs. All these events underline the 
urgency needed to create a fairer world in which all peoples can live in peace and prosperity. The increasing 

                                                 
28  Global Monitoring Report, 2005. 
 
29   On behalf of Angola, Botswana, Burundi, Eritrea, Ethiopia, The Gambia, Kenya, Lesotho, Liberia, Malawi, 
Mozambique, Namibia, Nigeria, Seychelles, Sierra Leone, South Africa, Sudan, Swaziland, Tanzania, Uganda, Zambia and 
Zimbabwe. 
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focus on Africa is therefore timely and it reflects the fact that the challenges facing the continent are the most 
daunting. 
 
 Africa is at a turning point, both in terms of its improved economic growth prospects and performance as 
well as an emerging resolve by the current political leadership to adopt homegrown solutions to the political and 
social challenges the continent is facing. According to the World Economic Outlook, growth in Sub Saharan 
Africa is expected at 4.6 percent in 2005. While lower than the 5.4 percent expansion in 2004, the economies in 
the region continue to benefit from strong global recovery. 
 
 Progress is also under way on many fronts, as countries push on with their national programs aimed at 
improving governance, public accountability and strengthening their public expenditure management. These 
initiatives are evidenced across many countries by increasing delivery of basic services, with more children and 
girls in particular attending school.  
 
 This recent positive economic performance in Sub Saharan Africa is yet to translate into poverty 
reduction. The situation is further exacerbated by increased protectionism in developed countries, uncertainty 
over the Doha development agenda, as well as challenges to contain the spread of diseases such as HIV/AIDS, 
Malaria and TB.  
 
 African leaders are committed to continue to improve market competitiveness, foster responsible public 
spending, increase social service delivery, and strengthen the fight against HIV/AIDS and other communicable 
diseases. Indeed, as reflected in the GMR, many more countries have improved their CPIA scores. However, 
strong support of the international community will continue to be critical for Africa’s development. In this 
regard, the recent global initiatives are timely and should make a significant contribution to pushing forward the 
global development agenda.  
 
The Africa Action Plan 
 
 For Africa to achieve a higher growth path that is substantial enough to reduce poverty and help many 
countries attain the MDGs, more needs to be done. Nearly five years have passed since the Millennium 
Declaration was adopted. Current stocktaking as highlighted by the GMR indicates that without scaling up donor 
assistance, Sub Saharan Africa will be off track in meeting the MDG targets. We therefore welcome the World 
Bank’s Africa Action plan. 
 
 We are pleased to see that the plan focuses on four main objectives that can enhance growth in SSA; 
namely, (i) effective delivery of aid commitments, (ii) strengthened focus on results, (iii) coordinating and 
leveraging aid and (iv) improving alignment and harmonization. We fully support these objectives but we wish 
to underline the importance of addressing the infrastructure backlogs currently evident within the continent and 
tackling trade and private sector development issues. 
 
 While we welcome the progress report on the implementation of the Bank’s Infrastructure Action Plan, 
we note with concern that infrastructure investment in Sub Saharan Africa still lags far behind. In this respect, 
we note the low private and public sector participation in infrastructure in SSA, and that the share of ODA 
support for infrastructure has dropped significantly. 
 
 Africa’s huge infrastructure deficit is one of the most critical impediments to accelerating and sustaining 
high rates of private-sector-led growth as well as to achieving the MDGs. In this connection we welcome the 
Bank’s projected increase in investment lending to SSA for infrastructure of US$2.4 billion, although total 
requirements are currently estimated at about US$20 billion a year. Given such a large financing gap, we very 
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much welcome the proposed venture / catalytic fund, which amongst other things, will finance regional projects. 
We believe that this fund will complement the existing window under the IDA 14 framework. We call upon our 
development partners to support the innovative “Catalytic Fund” being proposed, to help the World Bank deliver 
on the action plan. We further call on the Bank to move with a sense of urgency towards making the creation of 
this fund a reality. 
 
 We further hope that the various initiatives that the Bank is engaged in, such as the Africa Infrastructure 
Consortium and the Africa Partnership Forum, will ensure greater coordination with external partners so as to 
increase delivery on the ground. In this connection, we call on the World Bank Group to lead by example, by 
ensuring a better coordination of its agencies in supporting private sector participation in infrastructure 
investments and in designing appropriate instruments to finance regional programmes and projects to the level 
required, if Africa is to become competitive in the global trading arena. 
 
 Trade represents untapped opportunities of economic growth in SSA and a means to accelerate 
achievement of the MDGs. We cannot for instance, see how agricultural diversification and the transformation 
of the rural sector as well as poverty alleviation will succeed, if Africa continues to face high tariffs for 
processed agricultural products in the markets of developed countries. Also without the necessary investment in 
technological transfer, Africa will continue to loose out on the production of high value agricultural products. 
 
 We therefore support the proposed Bank initiatives to ensure delivery of capacity building and technical 
assistance necessary to facilitate countries’ abilities to mainstream trade into their PRS processes as well as 
looking at the establishment of a regional or cross country multilateral funding window for trade-related 
infrastructure projects. We call on the Bank Group to coordinate better, so as to ensure complimentarily of 
efforts and we look forward to concrete details of the proposed multilateral fund in the spring of 2006. 
 
 Development of the private sector will need to target those sectors that would produce quick turn-around 
growth possibilities for the continent. It is a well known fact that the informal sector in many African economies 
contributes significantly to many countries’ economic growth. Recent diagnostic work from the Doing Business 
Report 2006 indicates how changes in policies that affect the business environment, can add significantly to the 
creation of new local businesses that will create jobs. Indeed the turn around time of reforms cannot be 
underestimated, with some African countries already emerging as fast reformers on the reform path. 
 
 The results of the doing business 2006 report presents the World Bank Group with a unique opportunity 
to quickly engage countries in a meaningful dialogue on how to improve the business environment and to 
develop joint solutions. Linked to that, would be a concerted effort by the Bank to help countries improve 
domestic resource mobilization, which has the potential to fill the funding gap currently existing for the 
financing of MSME’s in particular. 
 
 The World Bank Group should consider setting up within the IFC, equity funds to help the private sector 
further invest in high impact sectors as well as finalize its work on the proposed creation of a concessional non-
sovereign window to support small and medium sized enterprise. We further urge the Bank Group to explore 
mechanisms for providing long-term financing in local currencies for small and medium enterprises in Africa. 
 
 We welcome the importance that the Africa Action plan puts on developing a results framework, so that 
we can all assess on an annual basis, whether or not the plan is delivering on its promises. 
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G8 Debt Cancellation Proposal and Aid Effectiveness and Financing Modalities 
 
 We would like to express our profound commendations to the G8 for their historic proposal to cancel 
100 percent of debt owed by eligible HIPC countries to the Bank, the IMF and the African Development Fund. 
We very much welcome the political leadership that the G8 countries have demonstrated to scale up aid towards 
helping countries to meet the MDGs. We would like to urge other donors to join hands with the G8 and to ensure 
early implementation of the proposal. 
 
 As announced by the G8, this debt cancellation will represent additional development resources to the 
poorest countries while ensuring full compensation to IDA. With guaranteed additionality and irreversibility of 
debt cancellation, the development impact of the proposal will be substantial as more resources are channeled to 
pro-poor expenditures in an environment of improved macroeconomic management and good governance in the 
management of public resources. Thus, the debt cancellation proposal could not have come at a better time in the 
process of scaling up efforts aimed at helping poor countries achieve higher rates of growth that will enable them 
to attain the Millennium Development Goals. 
 
 We wish to underline that for the G8 proposal to achieve its objectives, ensuring additionality of 
resources and irreversibility of debt cancellation is of paramount importance. In this regard, we would like to 
note that by netting out debt relief from IDA performance based allocations, the proposal will result in decreased 
future IDA commitments to eligible countries. We would therefore like to request the Bank to come back a year 
after implementation of the proposal with a report on IDA’s commitments to the eligible countries. 
 
 Notwithstanding the foregoing, we fully agree with the proposed framework for implementation of the 
debt relief proposal. In particular, it is important that all outstanding and disbursed debt be covered and that all 
countries that qualify under the sun-set clause should become eligible for debt relief. 
 
Doha Development Agenda and Aid for Trade 
 
 The report under discussion highlights, in our opinion, the significance of this Doha round and addresses 
the disappointing state of play, as countries prepare for the meetings to be held in December in Singapore. We 
fully identify with its findings and conclusions, that capacity constraints as well as market distortions caused by 
subsidies and import barriers in developed countries have so far prevented Africa from reaping its due share of 
trade benefits. We welcome the report’s sense of urgency that all parties must be prepared to undertake broad 
trade liberalization, if the Doha development agenda is to be realized. 
 
 We consider the forthcoming Doha round as offering an unprecedented chance to free up trade and 
contribute to poverty reduction on a global scale, and that action will be required on all fronts and by all WTO 
members. We agree with the report that critical to the successful conclusion of the Doha round is an agreement 
being reached on the three key pillars, namely, (i) improved market access, (ii) domestic support; and (iii) export 
competition. 
 
 However, improved market access is by far the most important pillar in the agricultural negotiations. We 
also believe that for trade to become a strong lever for growth, good trade policies typically need to be 
accompanied by complementary reforms, capacity building, technical assistance, and investments in 
infrastructure. In this area we welcome the continued involvement of the World Bank and IMF in helping 
countries to mainstream trade into their PRS processes and we would welcome further progress in this regard. 
 
 We agree that the majority of developing countries will gain more from a successful Doha round that 
opens markets and reduces subsidies than from the aid for trade package alone. Nonetheless, we cannot under-
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estimate the economic and financial implications which poor countries suffer, as they adjust to a more open and 
competitive global trading environment. It is in this spirit, that we very much welcome further discussions on the 
proposed Aid for Trade initiatives; in particular, we think that the proposed Aid for Trade initiatives should be 
discussed in the context of enhancing instruments towards assisting countries to deal with the impact of 
exogenous shocks. 
 
 We support the proposal to extend the Integrated Framework beyond Least Developed Countries (LDCs) 
to cover other low income countries. While there is concern that this might lead to a dilution of benefits for 
LDCs, we believe that this points to the need to mobilize additional resources, if all developing countries are to 
be assisted. 
 
 The notion that opening up markets and removing subsidies will not help countries since they do not 
have the capacity to export goes against the principles of free and fair global trade. We therefore support the 
Bank’s on-going analytical work and engagement on trade policy issues, which has assisted developing countries 
to have a sense of appreciation of the sometimes technical analysis and providing them with necessary diagnostic 
tools to address impediments and blockages to enhancing trade opportunities. 
 
Aid Effectiveness and Financing Modalities 
 
 The report presents in our opinion, a fair coverage of progress to date on aid flows and aid effectiveness. 
A large proportion of the aid continues to go towards technical cooperation, debt relief and emergency aid. All 
these initiatives have of course significant value, however, they are not designed to assist countries towards long 
term development and they are unlikely to help countries meet the MDGs. Nevertheless, we believe that the 
increased volume of aid is clear evidence that substantial scaling up of aid is possible, provided the necessary 
political will is harnessed. 
 
 While aid flows have increased, they still fall far short of the 0.7% of GNI target and what is needed to 
meet the MDGs.  This point highlights the urgent need to mobilize substantial additional resources if aid is to 
make a significant difference in poor countries. We wish to highly commend the countries that have already 
committed themselves to a clear timetable for scaling up official aid towards meeting the target of 0.7% of GNI. 
We support the proposed actions aimed at strengthening mechanisms for monitoring aid flows, including a 
tracking process that would draw on data reported by recipient countries. The proposed collaboration between 
the World Bank and OECD / DAC in this venture is therefore a welcome move. 
 
 We agree that prospects for additional aid flows call for speeding up progress in building capacity at 
country level for measuring, monitoring and managing for results. We welcome the proposed actions aimed at 
supporting country efforts to prioritize, monitor and evaluate development programs, as well as help them build 
the necessary capacity for doing so. 
 
 Demand for effective monitoring and evaluation continues to increase at country level in the context of 
the PRSP process. As we have said many times, there is urgent need to expedite and scale up Bank and donor 
country support for producing, analyzing and using data better. We therefore concur with the identified priorities 
and proposed actions to carry forward the results agenda. 
 
 The second High Level Forum on Aid Effectiveness held in Paris at the beginning of the year, marked in 
our opinion, a major step in our joint effort to improve the delivery and impact of aid and therefore to help 
developing countries achieve their development objectives. We continue to hear concerns from our 
constituencies regarding lack of coordination and too many missions, which inhibits effective delivery. We want 
to urge development partners to invest their time and effort in outreach work to their officials on the ground, so 
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as to ensure that the Paris declaration becomes a living document, and to also make all concerned accountable to 
the commitments they made. 
 
 
Statement by Mr. Fathallah Oualalou, Minister of Finance and Privatization, Kingdom of Morocco30 
 
 The 72nd Meeting of our Committee is taking place at a time when the global economic growth rate 
continues to be fairly high, albeit slightly less so than in 2004, supported by accommodative macroeconomic 
policies and low real interest rates.  According to IMF projections, global growth is expected to reach 4.3 percent 
in 2005 and 4.4 percent in 2006, led primarily by growth in the United States and China, while economic activity 
in Europe is expected to slow somewhat. 
 
 In developing countries, growth is projected to remain at approximately 6.4 percent in 2005, as a result 
of a sustained growth rate in the South and East Asian countries.  The growth rate in sub-Saharan African 
countries is projected to be close to 5 percent.  However, it should be noted that these rates, which are mere 
averages, should not mask the significant disparities existing among developing countries, among them, non-oil 
producing countries which have been hard hit by the surge in oil prices. 
 
Strengthening the development partnership, financing for achieving the MDGs (An Africa Action Plan), and debt 
relief for heavily indebted poor countries 
 
 We are all aware that the challenges linked to the achievement of the MDGs by developing countries, in 
particular, those faced by the African continent, can be addressed only through joint, concerted, and urgent 
action by the international community. 
 
 Consequently, we support the efforts of the World Bank and the development community as a whole to 
implement an action plan for a strengthened partnership with Africa. 
 
 Against this backdrop, we share the view that this action plan should be based on the principles of aid 
effectiveness, coordination, and catalytic aid, using IDA14 as a forum for aligning aid with the development 
priorities of the countries concerned. 
 
 This action plan should also be based on the principles of harmonization and simplification of donor 
procedures, as well as on results-based management, thereby transforming the Paris and Marrakech Declarations 
into concrete action. 
 
 In light of the foregoing, as well as the fact that the 2015 deadline agreed upon by the international 
community for achievement of the MDGs is less than ten years away, we are urging the Bank to scale up efforts 
aimed at the rapid implementation of this action plan. 
 
 Rapid implementation is all the more urgent given that the deficits of African countries in the areas of 
education, health, the provision of potable water, and sanitation are reaching alarming proportions, while the 
progress of these countries towards the MDGs is woefully inadequate. 
 

                                                 
30  On behalf of Afghanistan, Algeria, Ghana, Islamic Republic of Iran, Morocco, Pakistan, and Tunisia. 
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 Such an action plan is highly desirable given that it would facilitate capacity-building among the poor 
and marginalized segments of the population, and in so doing, permit them to be active participants in promoting 
growth as well as in reaping its benefits. 
 
 In this regard, we call on the World Bank and the donor community to ensure consistency among all 
mechanisms in place to benefit Africa, in particular, with the initiatives of African countries themselves such as 
the New Partnership for Africa’s Development (NEPAD). 
 
 In fact, we hold the view that African countries themselves bear a significant share of the responsibility 
for implementing this strengthened partnership. 
 
 With the assistance of the international community, these countries should step up efforts to implement 
the appropriate macroeconomic and structural reforms, strengthen democracy and good governance, and 
implement appropriate infrastructures that pave the way for the achievement of robust and equitable private 
sector-led economic growth. 
 
 In parallel with these efforts, these countries are urged to develop a stronger results-based management 
culture and, in particular, to communicate the results achieved in the area of the MDGs and development 
objectives in general. 
 
 Developed countries have a major role to play in supporting actions that redound to the benefit of the 
African continent, in keeping with the Monterrey commitments.  To that end, we are pleased with the initiative 
taken by the G8 countries during the Gleneagles Summit pledging to double aid to African countries by 2010.  It 
is our hope that this initiative will be quickly transformed into reality. 
 
 The doubling of aid to Africa will pave the way for an increase in the overall volume of aid, which, 
according to preliminary estimates for 2004, amounted to a mere US$78.6 billion or 0.25 percent of the GNP of 
donor countries, a figure well below the target of 0.7 percent set by the international community. 
 
 In the same vein, we must point out that a major portion of aid has been granted in the form of debt 
relief rather than an infusion of new financial resources aimed at directly executing development programs. 
 
 Moreover, an increase in the volume of aid should go hand in hand with the enhancement of its 
effectiveness and predictability, inasmuch as the latter are also essential for achievement of development 
objectives. 
 
 In that context, we reiterate our support for initiatives aimed at rapidly increasing the volume of aid 
through the implementation of innovative financing mechanisms, such as the International Finance Facility 
(IFF), an airline ticket tax, as well as the blending of aid with other flows. 
 
 We think that the implementation of these mechanisms is one preferred way to generate considerable 
resource flows that offer a significant degree of predictability. 
 
 We call on the Bank to cooperate with all partners in order to ensure adequate follow up regarding 
implementation of the commitments made by donors as well as the progress made by developing countries 
towards achievement of the MDGs. 
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 This follow up should take place on a systematic and regular basis, using quantitative indicators that are 
tied to results expected and risk assessments, thereby facilitating objective analysis of the progress made by 
stakeholders. 
 
 We think that the efforts under way to provide greater debt relief and to ensure the sustainability of the 
debt of heavily indebted countries should also be pursued, while ensuring that MDG-related needs do not morph 
into a new debt burden. 
 
 In this context, we support without reservation the initiative of the G8 countries for 100 percent 
cancellation of debt owed by heavily indebted poor countries to the IDA, the IMF, and the African Development 
Fund (AfDF), which we think is likely to enhance the sustainability of the medium and long term debt of these 
countries, and increase resources for financing the MDGs. 
 
 We also underscore the need to preserve the financial positions of IDA and AfDF and to avoid a decline 
in official aid flows to developing countries as a result of this relief. 
 
Doha Development Agenda and Aid for Trade 
 
 At the same time, and perhaps even more so than strengthening partnership and aid to developing 
countries, the promotion of trade is a true driver of development and a mechanism for achieving the MDGs. 
 
 We must, however, acknowledge that despite the work done, progress made thus far in the context of the 
Doha Round, in fact, remains limited, particularly with regard to achievement of the development component, 
which we consider to be the cornerstone of these negotiations, in view of the end-2006 deadline set for these 
negotiations. 
 
 For this reason, every effort should be made by the parties to conclude the Doha negotiations quickly 
and successfully, with the WTO Ministerial Meeting scheduled to take place in Hong Kong, December 13-18, 
2005, being used as a forum to further this objective. 
 
 During these December negotiations, we urge developed countries to work towards expediting 
international trade liberalization by improving access by developing countries to the markets of developed 
countries, in particular markets for agricultural products, through the lifting of tariff and non-tariff barriers to 
exports from developing countries and the elimination of subsidies for agricultural products and exports. 
 
 As the recent talks in Geneva demonstrated, the provision of a higher volume of international aid to 
developing countries through the appropriate mechanisms is essential in order to permit these countries to scale 
up their production factors so as to take advantage of the new opportunities offered by the Doha Round. 
 
 This international aid for trade is also likely to help developing countries to defray the short-term 
adjustment costs associated with trade liberalization. 
 
 We call on international financial institutions to step up their efforts to build trade-related capacity in 
developing countries and to allow them to participate actively in multilateral trade negotiations. 
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Implementation of the Infrastructure Action Plan 
 
 In view of the fact that infrastructure is a key factor in economic growth and poverty reduction, and 
taking into account the vast needs of developing countries in this area, it is imperative for all developing 
countries to redouble their efforts to put in place an efficient infrastructure by mobilizing the necessary public 
and private financing. 
 
 In this regard, we support the work being done by the World Bank to implement the Infrastructure 
Action Plan which will help scale up financing for this sector and tackle the ever-increasing investment deficit 
posted by developing countries. 
 
 The World Bank Group is urged to play a major role in this area on behalf of developing countries, 
particularly middle income countries, through financial support, technical assistance, sector analyses, and 
specialized interventions so as to build the capacity of developing countries to put in place efficient 
infrastructure that meets their economic and social development needs. 
 
Review of World Bank Conditionality 
 
 We support the work being done by the Bank to review its policies and practices with respect to 
conditionality to which its financing is tied.  This review should seek to improve the effectiveness of its 
interventions and thus pave the way for expediting implementation of the programs financed by our institution, 
in particular, those linked to the MDGs. 
 
 In this regard, we call on the Bank to step up its efforts to relax and streamline this conditionality, 
drawing on good practice principles in this area, particularly those related to enhancing the ownership by 
countries of their programs, bearing in mind the specificities of the countries concerned and the limitation of 
disbursement-related conditionality to those actions that are essential to achieve the results of programs financed. 
 
Enhancing the Voice and Participation of Developing and Transition Countries in the Bretton Woods 
Institutions 
 
 We are convinced that the effective participation of developing and transition countries, home to close to 
four-fifths of the global population, in decision-making within the Bretton Woods institutions is contingent on 
the establishment of structural measures targeting, in particular, the strengthening of the voting powers of 
developing and transition countries within these institutions. 
 
 We hope that a consensus can be reached rapidly among member countries with a view to implementing 
structural measures that are likely to strengthen democracy and governance within our institutions in order to 
facilitate achievement of the MDGs. 
 
Status of debt relief initiatives for heavily indebted poor countries and the poverty reduction strategy paper 
 
 We support the work done by heavily indebted low–income countries in partnership with the Bank and 
the IMF; this has permitted 28 countries to reach the decision point and 18 countries to reach the completion 
point, thereby qualifying for debt relief within the HIPC framework. 
 
 The extension of the closing date of this initiative to end-2006 has allowed the Bank, the Fund, and other 
stakeholders to continue efforts to expand this initiative to include other countries. 
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 We call on the Bank and the IMF to take advantage of this period to identify new countries that may be 
eligible for this initiative. 
 
 We call on all donors and creditors to participate in the financing of the initiative and to provide the 
resources necessary for its implementation. 
 
Climate change and energy 
 
 Climate change is one of the major concerns of the international community.  Global warming, in 
particular, is affecting our ecosystem more and more and is increasing the frequency of endemic diseases, food 
shortages, and natural disasters. 
 
 In that regard, we support the appeal made to the Bank by the G8 countries to assume a leadership role, 
in conjunction with other actors, in establishing a framework for clean energy and sustainable development. 
 
 In that regard, the Bank should expand its partnerships and step up efforts with a view to the rapid 
implementation of policies and the development and use of appropriate technologies to address climate change. 
 
 The energy issue, coupled with climate change, also constitutes a major source of concern for many non-
oil producing developing countries. 
 
 As a result of the spike in the price of hydrocarbons, which is emerging as a long term phenomenon, the 
enterprises affected are seeing a substantial increase in costs as they struggle to adapt to the demands of global 
competition. Also, the purchasing power of citizens is being eroded, balance of payments positions are 
weakening further, inflationary pressures are increasing, and budgetary difficulties are worsening, given that in 
many countries, the State cannot pass on all price increases to users. 
 
 For these reasons and in the interest of preserving the work done by the countries concerned to reduce 
poverty in line with the MDGs and to foster sustainable and healthy growth, the international community should 
explore resourceful ways to alleviate the energy-related burden on non-oil producing developing countries.  
Indeed, in addition to adopting the measures necessary to enhance the functioning and, in particular, the 
transparency of the oil market, the developing countries affected need assistance to cope with oil shocks and 
palliate their effect on the balance of payments, budget, and prices, including through the appropriate 
compensatory financing.  In the longer term, the World Bank Group should help countries formulate an energy 
policy that targets energy savings and the development of alternative resources. 
 
 
Statement by Mr. Antonio Palocci, Minister of Finance of Brazil31 
 
 We are now at a critical juncture since the creation of the Bretton Woods Institutions and the GATT 
which has since become the WTO.  The IMF, the World Bank Group, and the WTO, were created to promote 
financial and monetary stability, growth and sustainable development, and greater integration of countries 
through trade, respectively. Under the leadership of the G-8 countries, these institutions have done their 
respective roles in addressing the challenges of globalization. Today, we are confronted with three new 
challenges: 
 
                                                 
31  On behalf of Brazil, Colombia, the Dominican Republic, Ecuador, Haiti, Panama, the Philippines, Suriname and Trinidad 
and Tobago. 
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• First, growing global imbalances threaten the current global growth cycle.  There is a need for a 
more coordinated global effort to balance global savings, investment, and consumption. Without this 
coordination, exchange rate and interest rate volatility will continue to the detriment of financial and 
monetary stability, and at a high developmental cost. 

 
• Second, is how to ensure that official development assistance commitments translate into adequate 

and predictable flows. There is a continuing concern on the predictability of ODA flows, particularly 
for low income countries with no or little access to private capital flows.  We need to progress 
towards implementing the Monterrey Consensus.  In the absence of stable, adequate, and predictable 
ODA resources, low-income countries may lose an incentive for improving governance and policies. 
While the G-8 debt proposal is a welcome step for increasing ODA flows in the years to come, there 
are still important issues that remain to be addressed, such as its financing plan, how to address its 
impact on the financial stability of both the IMF and IDA, how to avoid free-riding, and issues 
pertaining to the selection process for countries to be made eligible. 

 
• Third, is the slow progress in the Doha Round. Despite impressive growth in trade, today, there are 

difficult unresolved issues between developed and developing countries to conclude the Doha 
Round.   If little or no progress is made, all parties involved may fail to capture the benefits of one of 
the strongest variables that explain long term sustainable growth. 

 
 We need a comprehensive approach to the solution of these challenges. The answers we provide today 
represent intertwined benchmarks to guide our actions, and help us assess our progress.  Having provided the 
overall context, allow me now to go into more detail, the two topics chosen for our discussion today: (1) the 
Africa Action Plan (AAP) and the G8 Debt Relief Proposal, both within the context of Strengthening the 
Development Partnership for Achieving the MDGs; and (2), the Doha Development Agenda and Aid for Trade. 
 
Recent Initiatives on Development Agenda 
 
Strengthening the Development Partnership for Achieving the MDGs: 
 
 It is gratifying to observe that the international community has managed to reduce some of the tensions 
between the need for additional and more predictable aid on one hand, and the doubts about its effectiveness on 
the other hand. Progress on the aid effectiveness agenda was derived from both developing countries’ effort to 
strengthen policies and institutions and advances on the donor’s side to rely more on performance-based 
allocation, results-oriented framework, and increased harmonization. Prospects for a substantial increase in ODA 
over the next years are favorable, but we still face important challenges, if we are to meet the MDGs. In the first 
place, whichever measure is used, we are still witnessing a financing gap for low-income countries. Moreover, in 
addition to the intrinsic inter-temporal inconsistency of aid – which produces results only in the medium to long 
run – ODA is highly dependent on donor political economy cycles, which brings about excessive volatility and 
unpredictability of flows, and consequently reduces aid effectiveness. Therefore, more positive prospects 
prevailing today have yet to materialize in the actual delivery of aid. 
 
 The current situation contrasts excess savings going to finance current account deficits of mature 
economies with insufficient savings going spontaneously to finance development needs in low-income countries. 
In this circumstance, the work on innovative financial mechanisms is still a promising avenue to be further 
explored. We are engaged in, and supportive of the efforts being made on this area, albeit understanding that this 
is not a consensual issue in the Committee. Even for those of us which favor such proposals, there remains 
hurdles, legal or otherwise, that make things unduly difficult to be implemented as timely as one would expect. 
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We are glad to see the progress made toward the implementation of the promising pilot initiatives of the 
International Finance Facility for immunization, and the airline ticket solidarity tax, despite the obstacles. 
 
 What we have learned so far on this debate makes us comfortable to go along with the idea that the 
creation of new aid agencies should be resolutely avoided, and the proceeds of new financial mechanisms for 
development should be directed to existing multi-purpose and flexible channels, provided that accountability and 
monitoring requirements are met. 
 
An Africa Action Plan 
 
 Our Constituency has consistently supported initiatives targeted to improve living conditions in Africa. 
In this regard, we welcome the Africa Action plan as an integrative framework that coordinates the World 
Bank’s actions, and helps leverage additional resources to foster economic growth and development in the 
continent. 
 
 We commend the World Bank staff for a well balanced, comprehensive document that translates at the 
operational level, the guidelines embedded in the Africa Action Plan. We were pleased to learn that the Plan is 
firmly rooted in nationally owned and nationally driven strategies, which prevented the Bank from elaborating a 
Plan divorced from national realities and political contingencies. It is promising that recent documents submitted 
to the Board of Directors (CAS, PRSPs and projects) already reflect the guidelines that emerge from the Plan.  
 
 Its high quality notwithstanding, we believe that the Africa Action Plan could be improved in a number 
of aspects, with trade being the most import of those aspects.  We find it extremely opportune to discuss the 
Africa Action Plan and the Doha Development Agenda at the same time, during this Development Committee 
meeting.  We refer to a number of Bank’s documents which conclude that trade is an important engine for 
growth, such as the Global Economic Prospect 2004, for example, which is particularly eloquent about this 
point. We noted that the fastest growing countries in Africa are precisely those most open to trade. Indeed, we 
are convinced that trade – and access to markets – are more important to the region than external aid.  While the 
AAP refers to the need to enhance domestic policies to support trade, we think these are not the “key reasons” 
that prevent trade from dramatically increasing in Africa. Trade barriers to agricultural and other basic products, 
and domestic subsidies in developed countries cannot be ignored. According to the 2005 Global Monitoring 
Report, as much as two-thirds of the estimated global gains are related to the reform of agricultural trade. This 
implies a boost to the GDP of low-income countries of about 2 percent, and that of Sub-Saharan Africa of 1.3 
percent.  
 
 Other trade related issues in the AAP would also profit from a broader appraisal. We read with concern 
that, according to the Plan, multilateral liberalization would erode the benefits of preferential access already 
granted to many African countries. Extensive research has indicated that the benefits of multilateral 
liberalization far surpass the artificial, precarious gains of preferential treatment agreements. Thus, we think that 
the AAP should reflect these research findings. Moreover, the AAP should advocate a stronger linkage between 
trade facilitation and infrastructure investments. The impact of the US$ 530 million dedicated to trade 
facilitation would be greatly magnified if synergies with projected investments in infrastructure were explored. 
Finally, as we commend the Plan’s focus on regional integration, we note that the trade dynamics generated by 
such a process is a goal in itself and not merely a second best choice, derived from the existence of land-locked 
countries.  
 
 Another aspect of the AAP that deserves greater attention is aid effectiveness. For example, the Plan 
covers actions targeted to secondary education in 12 countries without explicit mention to the related financing 
of recurrent costs. This Constituency has long highlighted the critical importance of stability and predictability of 
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aid flows in order to finance these costs. Little can be achieved in projects in health and education, if recurrent 
costs, especially salaries, cannot count on stable and predictable financing beyond the horizon of the projects’ 
implementation. In our view, the AAP would gain in robustness and effectiveness if recurrent costs financing are 
incorporated in Annex A of the AAP. 
 
 A third aspect concerns the fight against HIV/AIDS, one of the four actions within "Scaling Up Human 
Development". While acknowledging that other international bodies might be better equipped to deal with the 
epidemic (UNAIDS), the HIV/AIDS problem can rapidly turn into the single largest obstacle to development in 
the region. The Bank’s urgent action is needed, given that a number of African countries already point to 
statistics of contagion that are above 20% of their populations. In our view, prevention is of the essence, and it is 
imperative that educational projects in the region incorporate information on the disease.  
 
 The last aspect of the AAP which deserves closer scrutiny is the venture capital / catalytic fund. The 
document mentions that Africa could effectively absorb from US$ 14 billion to US$18 billion per year over the 
period 2006 – 2008, and from US$ 24 billion to US$ 28 billion until 2015. It then concludes that "the 
international community appears to be well on track to match the proposed increases in development finance 
arising from the Monterrey and Gleneagles processes to the ability of African economies to use additional 
resources effectively, to boost growth and reach the MDGs". If this is the case, additional resources in a catalytic 
fund should not only compensate for adverse situations, but should also support initiatives in better performing 
countries, thus contributing to the investment climate and private sector development. Multi-country projects 
would particularly benefit from such a fund, as these projects are often neglected by CAS and PRSPs due to the 
lack of fiscal space, and to conflicting priorities. As we look forward to examining further details of the idea, we 
understand that the catalytic fund would not interfere with the performance based allocation system. In our view, 
the articulation of such a venture capital fund and the African Development Fund is very promising. Innovative 
ideas, such as the use of biofuels in urban transport and exportation of its excedents, could also be spurred by a 
fund of that nature. 
 
G8 Debt Relief Proposal 
 
 We welcome the G-8 debt relief proposal as a concrete step toward achieving the MDGs. It however 
needs further refinement to ensure that it becomes not only a powerful tool to foster development in HIPCs, but 
also strengthens international solidarity as we celebrate this Year of Development. We see this initiative as part 
of the progress towards implementing the Monterrey Consensus.  While the G-8 debt cancellation proposal is an 
important step, it does not yet adequately answer important issues such as its financing plan, how to address its 
impact on the financial stability of both the IMF and IDA, how to avoid free-riding, and issues pertaining to the 
selection process for countries made eligible.  In our view, to fulfill its objectives, the proposal needs further 
refining to ensure IDA financial sustainability and adequate burden sharing of the associated costs, and more 
work to identify the financial instruments that will make it a tight and legally binding agreement. 
 
 With respect to IDA’s financial sustainability, we associate ourselves with those who believe that 
additionality is at the very core of the proposed debt relief. In our view, additionality would be seriously 
jeopardized if IDA’s financial health was negatively affected by the proposal. The maximum cost of US$ 73.1 
billion would be equivalent to nearly 53 percent of IDA’s cumulative credit reflows over 40 years prior to any 
debt relief, based on outstanding credits as of end-December 2004. It is for this reason that we express our 
serious concern of any initiative that changes the current revolving fund financing mechanism into a purely grant 
disbursing system. We urge all concerned to carefully examine not only the replenishment of IDA equity, 
reduced by the proposed debt cancellation, on a dollar-for-dollar basis, but also the destination of IDA resources 
after the proposal is implemented. We hope that the proposed debt relief to HIPCs will put IDA in a position 
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where a balanced mix of grants and loans will continue to flow to member countries, even as donor countries 
honor the expected reflows cancelled by the G8 initiative.  
 
 With regard to a fair burden sharing of the associated costs, we believe that the G8 debt relief proposal is 
linked to the commitments made in Monterrey, especially to the targets mentioned in paragraph 42 of the 
Consensus, (0.7% of GNP as ODA to developing countries and 0.15% to 0.20% of GNP of developed countries 
to least developed countries). We stress that Monterrey established a tripartite partnership among developed 
countries, developing countries, and international financial institutions with differentiated responsibilities. The 
same shared – but differentiated – responsibilities should thus emerge from the G8 proposal. The IDA 
Management presented three alternative options to properly finance the expected reduction in IDA’s equity, 
derived from the G8 initiative. It could be done either by frontloading firm resource commitment by issuing 
three Promissory Notes over the IDA14 period, or by progressive irrevocable cancellation of the debt over the 
next four IDA replenishments, as Promissory Notes are received, or also by financing commitments over four 
decades. Whichever financing option is selected, contributions will represent an addition to donors’ existing 
financing commitments under IDA14. The international community welcomes the effort made by the G8 
countries to provide additional resources to debt relief beyond the 0.7% of GNP target. However, within the 
framework agreed upon in 2002, developing countries were not supposed to increase their ODA to other 
developing countries, since such an increase would materialize to the detriment of developing donor countries’ 
own need for fighting domestic poverty. In this sense, we underline that IDA donors’ membership range from 
developed countries with the highest incomes per capita to some developing countries that harbor pockets of 
poverty, where living conditions resemble those in IDA recipients. Such disparity among donor countries, which 
is reflected in IDA’s voting rights, is not yet embodied in the financing options. If the spirit of Monterrey 
prevails, developing donor countries should not be expected to increase their contributions beyond the point as 
reflected by their commitments already made on the occasion of the IDA replenishment rounds, that balances, on 
one hand, international solidarity , and on the other hand, the need to reduce their own domestic pockets of 
poverty. Therefore, developing donor countries should not share the additional financial burden beyond those 
linked to their current voting rights. 
 
 I would like to further explore the sensitive, domestic, and political economy issue of middle income 
donors, which may be severely affected should there be a further and untimely increase in their contributions to 
IDA, to face debt cancellation costs. A number of MICs have managed to create fiscal space for IDA by both 
reducing and prioritizing their own expenditures, sometimes diverting resources that would otherwise be 
employed in programs targeted to their own poor. Creation of fiscal space is often the result of a delicate 
domestic political negotiation aimed at two competing objectives, namely, to increase the volume and 
effectiveness of social programs to reduce poverty while maintaining commitments to IDA funding, even when 
contributions are well above the level compatible with their per capita income. The introduction of an additional 
burden sharing created by a new debt relief initiative negatively affects that domestic political negotiation, 
especially as middle income countries are not part of the Group that has put forward the proposal. 
 
 We also want to highlight that all financing options call for a tight legally binding agreement to ensure 
that additional contributions, over and beyond the benchmark, would preserve IDA’s financial health. Although 
we believe that the interpretation of the Articles of Agreement risks to stretch the competency of the Board of 
Directors, this Constituency is willing to examine any alternative, including the reform of the Articles, which 
could establish a sound legal basis for the replenishments to take place over the next years, even decades. 
Moreover, a decision on the financing options should be made only in tandem with a solution to bridge the 
structural gap of 9.42%. We point out that the possibility of widening this gap in the context of the proposed debt 
relief is a real threat, and in which case, IDA’s financial sustainability would be seriously jeopardized. We 
remind that a similar gap arose in 1996, when the Board approved the HIPC initiative. The very feasibility of the 
G8 initiative depends on filling that gap to cover the debt cancellation.  
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 Additionally, we believe that the conditionalities embedded in the HIPC initiative are sufficiently strict 
and comprehensive to prevent those countries from contracting excessive debt once the G8 initiative achieves its 
goal. The HIPC initiative’s conditionalities have been carefully designed and calibrated to ensure debt 
sustainability beyond completion point, and therefore, we do not see a need for further conditionalities. 
However, we express our concern with two aspects involved in the G8 initiative, which affect aid effectiveness. 
The first aspect is the critical importance of good governance and accountability in countries where debt 
cancellation will represent, in fact, a budget support operation. When we welcomed the adoption of the set of 
indicators of aid quality approved in the Second High Level Forum on Aid Effectiveness, held in Paris in early 
March, we indicated that budget support or sector-wide programs are appropriate in some cases as countries 
make progress in programs to improve public expenditure. Since governance is a fundamental element of CPIA, 
it is of utmost importance that the G8 initiative does not affect, by any means, the performance based allocation 
that has been a key to a successful IDA role as a development promoter. Secondly, we think that the cancellation 
of fully disbursed loans should be the sole object of the proposed debt relief, in order to avoid paralyzing 
ongoing projects. Moreover, debt cancellation should not affect the stability and predictability of aid flows, 
especially those aimed at financing recurrent expenses. On the contrary, by assuring both IDA’s financial health 
and HIPCs’ debt sustainability, the proposed initiative should create better conditions for more stable and 
predictable flows. 
 
 Finally, we regret that only four out of the 38 countries that will benefit from the initiative are in Latin 
America. We remind that poverty has no geographical preference, and that IDA blend countries harbor the 
largest number of the poorest in the world.  
 
Doha Development Agenda and Aid for Trade 
 
 We receive with satisfaction the well balanced Trade Progress Report on the Doha Development Agenda 
(DDA) and Aid for Trade. In our view, the document reflects the broad perspectives on the issue in an objective 
manner that presents the several building blocks to be dealt with in the negotiations. Although not intended to be 
a basis for negotiation, the text records viewpoints and interests of all parties involved on Agriculture, Non 
Agricultural Market Access (NAMA), Services, Trade Facilitation, Development Issues and Aid for Trade, and 
is a strong reminder of the critical role of trade in fostering growth. The effects of trade liberalization are 
complex and therefore not necessarily captured by the static analysis of comparative advantages. We look 
forward to the WTO Ministerial Meeting to be held in Hong Kong in December, when an agreement on 
negotiating modalities for agriculture and manufactured products, and concrete progress on services, rules, trade 
facilitation, and on the dimension of the Round would constitute a historic benchmark for the closure of this 
Year of Development. 
 
 Staff has rightly pointed out the expected outcomes of the Doha Round, which are consistent with what 
is needed for an effective development agenda. This Development Committee has incorporated the widely 
accepted concept that trade can no longer be seen as an isolated matter. We concur with the view that trade 
issues are to be considered within the broader context of an evolving international architecture for development. 
The gains derived from the successful conclusion of the Doha Round of around US$ 250 billion per year by 
2015, with more than one third of the global gain accruing to developing countries, could offset the committed 
0.7% GNP to ODA agreed upon in Monterrey. We therefore associate ourselves with the World Bank’s position 
that the fight against poverty requires the introduction of a bias in trade negotiations to advocate in favor of 
increased market access for the developing countries. We fully agree with the document when it cautions that “if 
all countries stick to minimalist positions, there is little chance that the Doha Round will make significant 
contribution to reducing global poverty. And an investment in a successful Doha Round is an investment in the 
future of a strong and effective multilateral trading system”.  
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 The importance that we attach to the Doha Round that potential gains by no means belittles the 
fundamental role that can be played by the proposed Aid for Trade package. This Constituency expresses its 
gratitude for the joint efforts of the Ambassadors of Sweden and Rwanda in facilitating the consultations. 
Although increased market access and reduction of subsidies would, by far, offset the benefits embedded in the 
Aid for Trade package, we fully support the initiative. In this sense, we wholeheartedly welcome the Enhanced 
Integral Framework of Trade-related Technical Assistance (IF), including a predictable multi-year financing of 
US$ 200 million to US$ 400 million over an initial 5 year period, as we agree to grant a mandate to the staffs of 
the Bank and Fund to explore the desirability and feasibility of a multilateral fund to address regional or cross-
country aid for trade needs, and we concur with a strengthened framework for assessing adjustment needs so that 
an existing assistance mechanism can be better utilized. 
 
 Despite its relevance, we caution all players involved that excessive focus on the Aid for Trade agenda 
would diminish the trade liberalization agenda, diverting attention from critical issues such as the phasing out of 
agricultural subsidies and ample market access, as well as other important issues such as infrastructure and 
logistics as major barriers for competitive emerging markets industries, and the movement of natural persons as 
service suppliers. In our view, discussions on infrastructure, logistics and market standards are thus inevitably 
linked to the DDA. Moreover, we believe that the Aid for Trade discussion should not focus almost exclusively 
on the least developed countries, as one may infer from the fact that the IF and TIM initiatives fall short from 
assessing the requirements of countries that already have competitive industries in the world markets, but are 
adversely impacted by exogenous factors. Finally, we emphasize that the Aid for Trade initiative is not to be set 
as a compensatory agenda for the LDCs, in lieu of supporting the increased competitive capacity of those 
countries on all markets.  
 
 We recall the 2005 Global Monitoring Report’s assertion that trade policy in high-income countries is 
more than seven times as restrictive in agriculture as it is in manufacturing. A dramatic change in the agricultural 
trade policy of high-income countries conducive to a sharp reduction in market access barriers is key in a 
multilateral, reciprocal, and non-discriminatory trade liberalization process. The elimination of export subsidies 
in developed countries could yield a double dividend, by increasing budgetary resources channeled to external 
aid, by adding those previously earmarked to trade subsidies, and by allowing trade gains for developing 
countries derived from wider market access. We underline that the agriculture sector in the emerging markets is 
labor intensive, which helps explain the positive impact of access to developed markets on poverty alleviation.  
 
 
Statement by Mr. Didier Reynders, Deputy Prime Minister and Minister of Finance of Belgium32 
 
 We salute the first 100 days of Paul Wolfowitz’ tenure as President of the World Bank Group, and the 
continuity that he has ensured with James Wolfensohn. We look forward to helping him build further on this 
strong record. 
 
 These Annual Meetings follow on the heels of the momentous meeting of heads of state and 
governments at the United Nations in New York. We reiterate our support for the main messages that came out 
of this meeting, and the broad goal of seeing all countries achieving the Millennium Development Goals 
(MDGs). We look forward to reaching a consensus in DC to show the Bank’s commitment to the MDGs, and 
support the Bank’s implementation strategy. 
 
                                                 
32  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovak Republic, 
Slovenia, Turkey. 
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Background 
 
 Poverty is both the expression and the cause of much human suffering. Recent famines in Africa remind 
us of the catastrophic effects of natural disasters on the most vulnerable, setting back the meaningful progress of 
the past years. In the affected areas, malnutrition has increased and jeopardizes the health of many. Income has 
dropped precipitously along with the dwindling number of animals and grain stocks. The economy is debased by 
the necessary humanitarian aid. The education system is in turmoil and illiteracy is spreading. And last but not 
least, cultural identity is imperiled by brutal changes in livelihoods. 
 
 The challenge is not so much in designing the right policy response. It is universally accepted that basic 
education is key in helping the poor help themselves; primary health care is the frontline in public health policy; 
macroeconomic stability is the underpinning of broad-based economic development; market-based incentives 
help allocate resources efficiently; and social safety nets have been adopted in various forms to ward off the 
effects of income volatility. The extent to which the State should take the lead in providing infrastructure 
(including water and energy), economic regulation, education, and health care, among other public goods, is not 
as controversial as it used to be. This growing consensus is reinforced by the common understanding among 
policy experts that there are various practical approaches to carry out policy options, and that ownership is more 
important than adopting the “first best” recommendation. 
 
Identifying the Challenge 
 
 Today’s problems are mainly about implementation – there are as many operational challenges as policy 
areas, each of which has an important role to play in reaching the MDGs: enforcing the law, paying the teachers, 
maintaining the roads, dispatching the vaccines, controlling contingent liabilities, mobilizing resources 
predictably.  
 
Addressing the Challenge 
 
 Implementation Rooted in the Ownership of Locally-Developed Strategies 
 
 The international community has made strong progress in recognizing that the promotion of ownership 
lies squarely beyond its mandate and abilities. Its choice of a Poverty Reduction Strategy Paper (PRSP) to 
establish a policy dialogue with the authorities has entrenched a sound arms-length relationship that better 
reflects the respective roles of the client country and donors. When capacity in the client country is weak, and 
the PRSP requires more detailing, the donors have learned to pause, and take the time to support policy 
formulation – especially since donor advice often takes a preeminent role when filling a void, and risks 
compromising country ownership.  
 
 More Ownership with Practical Donor Harmonization and Alignment 
 
 Solid PRSPs have gone a long way to increase the effectiveness of public spending, including 
interventions financed by external aid. Governments that have grasped the practical use of PRSPs have realized 
that PRSPs offer a unique platform with which they can discuss with donors their selective interventions in a 
harmonized and integrative fashion. The results, as in Ghana and Mozambique, are significant: donors agree a 
common monitoring framework to track the results of the PRSP’s implementation; they agree to streamline aid 
delivery mechanisms to facilitate control of the cash; and they provide a predictable flow of resources linked to 
performance. 
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Reaffirming the World Bank Group’s Role 
 
 The World Bank Group has a prominent role to play in fostering ownership, building capacity and 
sharing international best practice. It has a unique ability as global multilateral institution in developing best 
practice policy advice, and supporting it flexibly with important amounts of resources in the form or loans, 
grants, guarantees and equity investments. Its stewardship will be necessary over many more years, if only 
because reaching the MDGs will probably take longer than originally foreseen. 
 
Additional Financing through Budget Support to Scale Up Aid 
 
 With the awareness of the importance of ownership, and without prejudice to sustained levels of 
investment lending, financial support will increasingly take the form of budget support when adequate fiduciary 
standards are in place. It will take the form of program based lending over the medium term, or one-off budget 
support operations for specific structural reforms. 
 
 We welcome the recent commitments that have been made by the international community and trust that 
these commitments will be faithfully translated into a practical framework. One of them pertains to a particular 
way of mobilizing additional resources for the poorest countries in their pursuit of the MDGs: debt relief. We 
welcome the G8 debt relief proposal and their commitment to provide additional contributions to IDA and the 
AfDF, based on agreed burden shares, and to offset dollar for dollar the forgone principal and interest 
repayments of the debt cancelled. 
 
 Additionality matters, and to ascertain it we will need to develop appropriate measurement mechanisms. 
The debt relief proposal and the sustainability of IDA are two interlinked aspects of a global discussion to ensure 
a scaling up of ODA. The implementation of the G8 proposal cannot therefore be allowed to jeopardize IDA’s 
unique role as multilateral financing institution. We will need IDA beyond 2015 and, consequently, we need to 
ensure its ability to extend increasing amounts of new loans over the long-term. Indeed, the task that IDA has 
undertaken since 1960 is far from over. 2015 is only one step in the long march that is development. 
 
Conditionality to Confirm Understandings Between the Bank and its Clients 
 
 The increasing role of budget support reinforces the need for complementarity between policy advice 
and financial support, and increases further the prominence of conditionality in the Bank’s relationship with its 
clients. 
 
 Budget support must be the outcome of a successful policy dialogue, and the associated conditionality 
should do no more than reflect the Government’s commitments in a sequencing of mutual obligations between it 
and the Bank. This is little more than the expression in time of the fundamental principle of checks-and-
balances. 
 
 Other key principles have been clarified by the Bank’s recent review of conditionality, all of which we 
support. For maximum country ownership, conditions should be derived from the set of objectives that the 
Government set for itself, and that the Bank finds acceptable (rather than “first best” practice), with a view to 
ensuring adequate fiduciary standards. To be meaningful, conditions need to be focused on actions within the 
Government’s control that will tip momentum toward the Government’s reform objectives. For maximum 
flexibility, conditions should be appreciated as a whole, so as to accommodate changing circumstances.  
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A Comprehensive Strategy to Engage African Countries 
 
 The Bank’s increasing focus on Africa is welcome. The Africa Action Plan (AAP) is a comprehensive 
and logically structured document. It manages to integrate seamlessly various relevant documents, including the 
Strategic Framework for IDA in Africa and the Africa Strategy. However, its added value will be measured in 
the Bank’s ability to be responsive to changing circumstances, thanks to its improved results focus and coherent 
measures to strengthen the outcome orientation. 
 
 The prominence of the theme of governance in the AAP is welcome. Corruption has all too easily taken 
hold in Africa, and needs to be addressed vigorously at the systemic level. Reforms in public expenditure 
management, financial management, procurement, resource mobilization (including donor coordination) and 
civil service reform are urgent matters in the fragile states of Africa. These reforms will form the backbone of a 
capable state, and addressing them constructively is both a fiduciary responsibility of the Bank, and a sine qua 
non condition for the effective implementation of development policies over the long term. 
 
 Building capable states is a challenging task, particularly in a post-conflict environment. In this 
connection, I wholeheartedly appreciate that the AAP has taken the issue of capacity building as one of its core 
objectives, and I look forward to the upcoming recommendations of the Task Force on Capacity Development 
that should inform the Bank’s capacity building strategy. 
 
 The AAP also takes stock of one of the early findings of the 5 year old PRSP approach by recognizing 
that infrastructure spending has been orphaned, and is in need of much attention. PRSPs have built a strong case 
to show that existing aid flows, even when efficiently allocated, fall short of the needs. Resource constraints 
have typically penalized large infrastructure projects, since existing resources are necessary to cover current 
expenditure. As a result, infrastructure at the local, national and regional levels has suffered from crippling 
underinvestment. Careful consultations should help guide policy decisions in allocating scarce resources to the 
most urgent infrastructure projects. 
 
 Open lines of communication with the client and with the donor community will remain central to the 
Bank’s ability to play a constructive advisory and coordinating role. The Bank has made great strides in 
decentralizing key positions. While decisions to decentralize further need to be made flexibly, I do not yet know 
that the Bank has adopted a strategic staffing framework to fulfill the promise of the AAP 
 
Aid for Trade to Tap Global Trade Opportunities 
 
 Trade will remain an important opportunity for all countries to increase the welfare of their citizen. The 
important background work by the Bank on trade policy will provide sound arguments for client countries during 
the Doha-round negotiations. These negotiations, held under the auspices of the WTO, are predicated on the idea 
that trade liberalization is good for all. From the outset, we support a well thought-through approach to the 
manner in which liberalization takes place, with the understanding that some countries’ production sectors will 
have to undertake substantial and irreversible adjustments. The Bank’s practical proposals to help client 
countries’ manage their integration in global markets therefore has our support.  
 
Mainstreaming Climate Change in the Bank’s Work 
 
 Human activity is causing the climate to change. These changes, compounded with the variability of the 
weather, affect the poor with disproportionately negative effects. The international community has accepted this 
premise, and has agreed that it should work to slow the pace of climate change. We therefore support the 
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evolution of the Bank’s role from being a forum to discuss climate change, to a mainstreaming of climate issues 
in policy advice and financial support. 
 
 
Statement by Mr. Giulio Tremonti, Minister of Economy and Finance, Italy33 
 

At the outset, I wish to express my deepest appreciation to Minister Trevor Manuel, outgoing Chairman 
of this Committee, for providing precious leadership and insightful contribution to the Committee’s work during 
the past four years. I would also like to salute Paul Wolfowitz as the new President of the World Bank Group, 
and to welcome him at his first meeting of this committee.  President Wolfowitz is taking on his new 
responsibilities at a very crucial juncture for the progress of the world development agenda, at a time when the 
need to speed up the fight against poverty is ever more pressing. 
 

Five years ago, the turn of the millennium prompted our nations to confront the greatest challenge of our 
time: ensuring the sustainability of a global world where half the population has limited or no access to an 
unprecedented power to create wealth.  We saw a dramatic reality in front of us, which we felt responsible to do 
something about before the costs of inaction would become unbearable.   
 

Our response gave rise to hope.  The United Nations’ Millennium Development Goals (MDGs) that we 
agreed upon, and the consensus that we reached on how to implement them, gave renewed impetus to the grand 
mission of ridding the world of poverty.  We have indeed achieved some real progress since, in terms of how we 
have organized ourselves for the task at stake, and in terms of attaining encouraging results which show that the 
path we took is the right one.   
 

Yet, five years into the mission reveal also that we are still far from where we should be.  At the current 
trends, almost no single MDG will be achieved globally by the year 2015, as originally envisaged.  Some 
countries will even show regress. 
 

Any delay or missed objective means that we are losing precious opportunities to assist real people with 
real needs, and to help human beings to get the means to a better existence.  Failing to attack mass poverty keeps 
our world exposed to increasing risks of instability and insecurity.   
 

The reports to the Development Committee from the Bank’s and the Fund’s staffs on the items for 
today’s agenda show that our institutions are striving to do their part.  This Chair commends the continuous 
efforts made by the Bank and the Fund to intensify their action.  
 
Agenda Items for Discussion 
 

The proposed Africa Action Plan strikes a balance between ambition and realism.  In implementing it, 
priority support should be given to countries showing strong leadership, a resolute drive to reforms, and a 
commitment to participatory governance.  Prioritization should aim at allocating scarce aid resources on the 
basis of each country’s own priorities.  We support the plan’s objective to include capacity building analyses and 
programs in each Bank’s country assistance strategy document, and we urge that special attention be devoted to 
areas of public sector management, where African countries need considerably to improve their capacity to 
manage resources and curb corruption.  Given the presence in Africa of many small states, we recommend that 

                                                 
33  On behalf of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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the plan addresses the specific vulnerabilities affecting small state economies, as identified by the recent review 
of the small states agenda set out in the Commonwealth/World Bank Joint Task Force Report of 2000. 
 

A major boost to economic growth and poverty reduction in Africa, and elsewhere in the developing 
world, would derive from broader trade opportunities, both through greater access of developing country 
producers to the markets of the rich countries and through lower trade barriers among developing countries 
themselves.  Furthermore, trade liberalization, as part of the Monterrey compact, would be crucial to translate the 
benefits of increased aid and debt relief into higher growth.  A successful WTO Hong Kong Ministerial meeting 
would pave the way for an ambitious Doha Development Agenda (DDA) outcome.  We need to cooperate to that 
end. 
 

Yet, even if an ambitious DDA outcome were to prevail, many developing countries—especially least 
developed ones—would not be in a position to fully benefit from broader trade opportunities, due to a number of 
domestic structural impediments.  We underscore the importance of “aid for trade,” not only to address supply-
side constraints to developing countries’ trade capacity, but also to facilitate their participation in the multilateral 
process of trade negotiations. 
 

Debt relief is another core element of the Monterrey consensus on fighting global poverty, since it frees 
domestic resources that developing countries can devote to growth-promoting and poverty-reducing investments.  
The proposal from the Group of Eight currently on the table should be supported by the whole community of 
donors. It would thus complement the ongoing Heavily Indebted Poor Countries (HIPC) Initiative by providing a 
major relief of multilateral debt, while generating substantial resource flows for all the countries eligible for 
concessional financing from the World Bank, the International Monetary Fund and the African Development 
Bank.  The final definition of the proposal will ensure the financial integrity of the creditor institutions. Donors’ 
contributions to financing the debt cancellation should be additional to their aid commitments.  Looking forward, 
countries benefiting from debt cancellation should manage their future debt strategies in the context of a sound 
debt sustainability framework, under close assistance from the Bank and the Fund. 
 
 On the HIPC Initiative, indications that debt sustainability continues to be problematic for some of these 
countries raise concern.  We urge that the list of potential beneficiaries of the initiative be finalized soon, so as to 
be able to calculate the related financial implications.  Finally, we encourage a more cooperative attitude of the 
non Paris Club official creditors. 
 
Other Items on the Agenda 
 

Aid is a most important component of the Monterrey package.  The donor countries are improving the 
prospects for substantial increases in aid commitments.  Still more can be done, and the innovative financing 
mechanisms may play an important facilitating role in this respect.  Italy supports in principle the International 
Finance Facility (IFF), even if some important aspects of the initiative are still to be defined, in particular the aid 
disbursement modalities and the resources requested.  Moreover, Italy has recently decided to support the 
International Finance Facility for Immunization with an investment of 600 million dollars overall for the next 
twenty years. 
 
 We support the use of Advance Market Commitments for vaccines, as a way to provide incentives for 
manufacturers to produce new vaccines that meet specific requirements in those cases where market incentives 
are not enough.  We consider it important to give further thought on proposals to blend aid with other sources of 
financing, including for targeted development needs in middle income countries. 
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Improving the quality of aid is as important as increasing its quantity.  Closer monitoring will be 
important to ensure the effective delivery of aid, and an enhanced collaboration between the World Bank and the 
OECD Development Assistance Committee would be instrumental to this end.  Strengthening the donors’ focus 
on results and harmonizing their action around strategies owned by the partner countries will be key to maximize 
the developmental impact of aid flows, while reducing their transaction costs. 
 

Since 2003, the Bank Group has re-entered the infrastructure investment business sector and is planning 
to increase its lending volumes at a sustained pace, in recognition of the fact that infrastructure are essential to 
economic growth and poverty reduction.  We support this strategic decision, but we recommend a gradual re-
engagement in the sector, and a careful management of the significant risks, which typically threaten the 
environmental, social and financial sustainability of infrastructure investment operations. 
 

We believe that the economic reforms that the Bank nowadays supports require new conditionality 
modalities, based on shared objectives rather than on externally imposed rules.  We welcome the conditionality 
review process and support the good practice principles that have emerged from it.  As the Bank aims at 
expanding its lending, consideration should be given to the idea of separating, within the institution, the 
responsibilities for lending decisions from the responsibilities for designing and implementing conditionality. 
 

The Poverty Reduction Strategy (PRS) approach constitutes, in our view, a major tool to build up strong 
country ownership and to broaden participation in the reform process.  The participatory nature of the exercise 
could be broadened even further, by increasing the involvement of parliaments and politically representative 
institutions.  Also, participation should be extended from the formulation of the PRS to its monitoring and results 
assessment.  Still in the context of participation, we support the special attention given to the use of strategic 
communications as a way to strengthen the approach. 
 

On the issue of voice and participation, structural proposals discussed in the Bank should be considered 
in parallel with progress in the Fund.  The work undertaken to strengthen the developing and transition 
countries’ ownership of their development programs and to build their capacity is an important element of voice 
and participation, and needs to be continued.  Finally, we again recommend the Bank to incorporate the 
communication component in its operations, to allow stakeholders to become involved in all stages of the project 
and program cycles. 
 
Conclusion 
 
 We have today an internationally broad consensus on the major tasks to be accomplished to fight 
poverty in the world, and we are doing better at implementing them.  Now, all our nations—both developed and 
developing—need to feel the urgency to do more.  Their renewed commitment, recently at the U.N., is an 
encouraging sign.  While the Bank and the Fund are doing a highly commendable job, they can intensify further 
their effort towards greater effectiveness and efficiency. 
 
 
Statement by Mr. John W. Snow, Secretary of the Treasury, United States of America 
 
 This committee meets at a time of tremendous opportunity for global growth and developing countries. 
It is also a time of great sadness and challenge here in the U.S. as the forces of nature have wreaked havoc on 
our Gulf Coast. 
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 Natural disasters like these are painful reminds us that not one of us is immune from the awesome forces 
of nature. We would like to take this opportunity to express our sincere appreciation to those around the world 
who have offered support for the victims of this terrible tragedy.  
 
 The U.S. Federal Government is committed to helping the region re-build, to helping people re-build 
their lives. And we want to do so in a way that is fiscally responsible. The relief and reconstruction will be 
costly, but the Bush Administration is not, and will not stray from our course of federal deficit reduction. With 
continued economic strength – which we will enjoy with the continuance of the President’s good economic 
policies – we’ll be able to help our neighbors and continue to reduce our deficit. 
 
 Katrina and, now, Rita, have reminded us that the international community must continue to provide the 
assistance needed by others subject to natural disasters including the victims of last December’s devastating 
tsunami. It also reminds us that for hundreds of millions throughout the world, the effort to find a secure 
dwelling and a healthy meal remains a life-long struggle.   
 
Reasons for Optimism 
 
 Though the challenges are great, on the broad macroeconomic front there is good reason to be 
optimistic. While oil prices remain a significant risk, the forecast for global growth remains favorable. Economic 
growth among developed countries is critical for fighting poverty in developing countries. Not only does it 
generate a “pull factor” in terms of increased imports, but it also generates additional revenues for development 
assistance.  To put this in stark terms, if the rest of the OECD had grown as fast as the United States over the last 
decade, an additional $80 billion would have been generated for official aid (holding the 1995 ratio of official 
development assistance to GNP constant). 
 
 Growth among developing countries also remains favorable. In fact, if current growth projections hold, 
the worldwide poverty headcount index will fall from 28 percent in 1990 to 10 percent in 2015, far exceeding the 
goal set out in the 2000 Millennium Declaration.  With the exception of Sub-Saharan Africa, which has been 
devastated by the HIV/AIDS pandemic, indicators of social progress are improving at unprecedented rates. For 
example, since 1980 developing countries have consistently reduced the mortality rate of children under five, 
and record numbers of countries have reached the point of universal primary education.  
 
 Recognizing that private sector-led growth is a necessary condition for poverty reduction, the most 
recent Doing Business report issued by the World Bank indicates that, while much more should be done, many 
governments continue to take steps to remove impediments to investment. Last year, 99 countries enacted 185 
reforms to improve their business climates, ranging from strengthening property rights to reducing the cost of 
exporting and importing goods and services. There are success stories on every continent, from India in Asia, to 
Brazil in Latin America, to Rwanda in Africa. 
 
Donor Response  
 
 The donor countries have responded with large increases in development assistance, new initiatives to 
fight infectious diseases, and renewed efforts to increase the efficiency and effectiveness of foreign aid. For our 
part, the United States government has launched a number of new programs, such as the Millennium Challenge 
Account, the President’s Emergency Plan for AIDS Relief, the recently-announced Initiative on Malaria, and the 
Initiative to End Hunger in Africa. In terms of resources, the United States has nearly doubled Official 
Development Assistance (ODA) since 2000, from $10 billion to $19 billion in 2004. Most recently, at the G8 
Gleneagles Summit, we proposed to double aid to Sub-Saharan Africa between 2004 and 2010. 
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 As we stated in Monterrey in 2002, the United States will continue to increase aid to those high 
performing countries that can demonstrate how our assistance will result in greater growth and poverty 
reduction.  At the same time, the World Bank and other multilateral development institutions must deepen and 
broaden their continuing efforts to measure the concrete results of the assistance they provide so that resources 
can be applied most effectively. 
 
 But the most significant action that we can take is to maintain a healthy pace for global growth. U.S. 
fiscal consolidation must continue to be met with much more aggressive policies than to-date to stimulate 
domestic demand-led growth in Europe and Japan, as well as increased exchange rate flexibility in major 
emerging market countries. In the aid to gross national income ratio, more attention should be focused on ways 
to increase the denominator in a sustained manner. 
 
Africa Action Plan  
 
 While there are many reasons to be optimistic, to-date Africa has not shared the benefits of increased 
growth and poverty reduction to the same degree as the rest of the globe. Africa is the one continent which will 
likely not achieve any of the MDGs. While much has been done over the years to address the rising poverty rates 
in Africa, in Gleneagles, a much more aggressive course was chosen. All leaders made substantial new 
commitments to support the fight against poverty, hunger and disease in Africa. The G8 also agreed on measures 
to improve coordination of additional donor assistance. The Bank’s Africa Action Plan (AAP) responds to this 
charge. It defines concrete, monitorable actions to ensure that the World Bank Group and the development 
community focus on achieving measurable outcomes at the country, sector, and project levels. 
 
 The AAP is to be commended for its results-driven approach.  We particularly support the focus on 
economic growth through increased productivity as the sine qua non for poverty reduction, and the importance 
placed on infrastructure development, financial sector reform and improvements in governance. As well, the 
Plan reflects consideration of the macroeconomic effects of aid. Given the large increases in official assistance 
pledged for Africa, we urge the Bank to continue to coordinate closely with the IMF on the question of 
absorptive capacity and the macroeconomic effects of additional flows.  
 
Debt Relief and Challenges Ahead 
 
 Agreement on 100% debt stock cancellation of obligations owed by countries eligible for the HIPC 
Initiative to the World Bank (IDA), African Development Bank (AfDF), and International Monetary Fund 
represents both an extraordinary opportunity, as well as an enormous challenge. For some forty years, many of 
the poorest countries have been getting loans for projects to support health, education, and other basic 
development needs. The result is that for many important projects without near-term financial returns, such as 
building schools, these poor countries were burdened with additional debt that needs to be repaid by future 
generations. With the crushing debt burden lifted, countries can focus their efforts on generating economic 
growth by investing in infrastructure to help move goods from producers to purchasers, and by investing in their 
people. 
 
 And while there are positive signs in the global economic outlook, many governments continue to 
construct roadblocks to growth. While the Doing Business report shows that many countries took steps last year 
to improve the business climate, another 20 countries made it more difficult. It is particularly worrisome that in 
Africa, where entrepreneurs face more obstacles than in any other region, the reform effort has been the weakest. 
This year’s report on governance issued by the World Bank Institute is also troubling, for it points to 
deterioration in a number of countries in key areas such as regulatory quality, rule of law, and control of 
corruption. Moreover, World Bank projects aimed at improving public financial management have had very 
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limited success and there is increasing recognition of the fiduciary risks associated with programmatic lending 
and budget support programs. 
 
 The debt relief agreement will, in part, address these concerns. Additional donor contributions, to offset 
foregone debt repayments, will be allocated to all IDA-only countries based upon the existing IDA and African 
Development Fund performance-based allocation systems where governance is a significant factor. But more 
must be done to fight the corrosive impacts of corruption. Though the harmonization objectives of the Paris 
Declaration are well intended, we must fight the urge to use country systems for procurement that do not meet 
existing World Bank policy and documentation requirements, which have set a high international standard that 
must be retained. And the Bank and the Fund should increase their support for the Public Expenditure and 
Financial Accountability program, a results-based approach for helping countries improve their public 
expenditure, procurement, and financial accountability systems. Finally, while the IFIs can do more to fight 
corruption, the impact will be limited without strong leadership and support from all the developing countries. 
As was agreed in Monterrey, developing countries will take responsibility for their own economic progress 
through good governance and sound policies and the rule of law. 
 
Removing Trade Barriers 
 
 Arguably, the greatest step our governments can take to generate increased growth and poverty 
reduction is through the removal of trade barriers under the Doha Round negotiations. The United States people 
currently benefit from having one of the least restrictive trade regimes in the world. According to the World 
Bank’s own Global Monitoring Report, the U.S. has among the lowest overall trade restrictions for imports from 
low-income countries, least developed countries, and Sub-Saharan African countries. This not only benefits U.S. 
consumers but also exporting countries, the producers who provide the goods, and the individuals and families 
who see their living standards increase with new and better paying jobs. 
 
 The Doha Development Agenda (DDA) places particular emphasis on integrating developing countries 
into the global economy so that they may increasingly reap the benefits of trade liberalization. As the World 
Bank has shown, about three-quarters of the projected income gains from global trade liberalization for 
developing countries are expected to come from reducing their own barriers. For developing countries to realize 
these benefits, however, they too need to reduce their own trade barriers substantially. We therefore welcome the 
Bank and Fund’s support for an ambitious outcome in the DDA, particularly in the core market access areas of 
agriculture, non-agricultural market access (NAMA), and services.  
 
 Liberalization in services could deliver some of the greatest gains from the Doha round and is an 
essential element to the DDA. The income gains from services trade have been estimated to be much greater 
than from the liberalization of goods alone. The World Bank estimated that if developing countries were to 
liberalize four key infrastructure services they could, by 2015, generate income gains four and a half times 
greater than the gains from goods liberalization alone. 
 
 Financial sector liberalization is particularly important for economic growth and poverty reduction, yet 
the quality and quantity of offers made has been extremely disappointing. Without a change in course, we are 
concerned that the Doha round could generate almost no new liberalization in trade in services -- a missed 
opportunity for development and poverty reduction. Therefore all countries, but especially developing countries 
which stand to benefit the most, should make WTO commitments to provide effective market access in services, 
including financial services. 
 
 The United States is committed to helping developing countries participate in negotiations, implement 
commitments, and broadly benefit from trade opportunities. To this end, we have nearly doubled our bilateral 
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assistance since 2000 for trade capacity building to $920 million. Overall, we agree with and strongly support 
the premise that Aid for Trade can best be enhanced by leveraging existing mechanisms like the Integrated 
Framework (IF) and the IMF’s Trade Integration Mechanism (TIM). In this regard, we support the commitment 
of the Bank to provide sustained assistance as part of its current programs for trade-related capacity building for 
those members that request it as part of their development strategies. Similarly, we believe the Bank and the 
Fund can work closely with other donors, including members of the WTO, to address regional or cross-country 
aid for trade needs. 
 
 As President Bush stated in his recent address to the United Nations, eliminating trade barriers is the key 
to overcoming poverty in the world’s poorest nations. And so he said, “the United States is ready to eliminate all 
tariffs, subsidies and other barriers to free flow of goods and services as other nations do the same.” While not 
all may be willing to meet this challenge, we strongly urge other members of the Development Committee and 
their constituencies, whether they are from high-income, middle-income, or low-income countries, to offer 
significant, broad trade liberalization measures by the Hong Kong Ministerial so the growth and development 
potential of the Doha Round can be realized. 
 
Closing 
 
 The global economic expansion remains broadly on track, with its attendant benefits to peoples around 
the world. However, imbalances do exist which the international financial institutions and their shareholders, 
individually and collectively, must work to address. These imbalances include a world where hundreds of 
millions still live in extremely impoverished conditions. We have joined with fellow G8 members and many 
other countries in adopting additional measures this year to assist less developed nations raise living standards, 
particular countries in Sub-Saharan Africa. We encourage continued efforts in this regard, and the effective 
involvement of the international financial institutions. But our efforts to succeed will continue to be limited if the 
recipient countries themselves do not take the necessary actions to improve conditions for investment and 
sustainable growth, and all of us do not take immediate steps to lay the groundwork for a successful conclusion 
to the Doha Round. 
 
 
Statement by Mr. Hiroshi Watanabe, Vice-Minister of Finance for International Affairs of Japan 
 
 First, I would like to extend my warmest welcome to President Wolfowitz at his first attendance of the 
Development Committee. Five years have passed since the Millennium Development Goals (MDGs) were 
agreed upon, and the international community recognizes more than ever the importance of development issues. 
Under these circumstances, the World Bank is expected to play an even greater role in the development 
community. I hope that the Bank becomes a more effective, efficient and relevant partner for developing 
countries under the leadership of President Wolfowitz. 
 
 In order to help the World Bank press ahead with its mandate to reduce poverty, it is crucial that IDA 14 
replenishment will become effective as soon as possible. I would urge the IDA donors to make their best efforts 
to expedite their procedure for contribution to IDA 14. 
 
Supporting Africa 
 
 First, on the assistance to Africa.  There is no doubt that both developed and developing countries must 
certainly make further efforts in Africa where the progress toward the MDGs is at risk. Japan intends to double 
ODA to Africa in the next three years. In addition, Japan has committed to increase its ODA volume by US$10 
billion in aggregate over the next five years. 
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 While aid to Africa is expected to increase substantially, what is required most for both donors and 
recipients is to capitalize on the increased resources to implement effective aid and appropriate policies, thus 
making steady progress toward the MDGs. To secure aid effectiveness, we all know that it is important to 
provide additional resources commensurate with the improvement of the absorptive capacity of developing 
countries. At the same time, however, we have to recognize that it takes some time for capacity building efforts 
to produce their expected outcomes and for these outcomes to become truly owned by developing countries. 
 
 I would like to remind you that in the 1960s, Africa used to be at the same income levels as Asia. I 
believe that the difference in these two regions during the subsequent decades emerged, because Africa did not 
internalize crucial factors that promoted Asia’s fast growth. This includes political stability, efficient civil 
servant systems, and a framework of policies and institutions, which promoted export-oriented growth. 
Furthermore, we should note that past assistance to Africa has not contributed to the establishment of a sound 
production base nor diversification and sophistication of the industrial structure.  
 
 In this context, I welcome the Bank’s Africa Action Plan that focuses on capacity building and growth. 
Japan also believes that to reduce poverty through sustained growth, we should deliver aid in such a way that it 
leads to wealth creation through private sector development. We have to bear in mind the notion that it is more 
important for countries to get a hold of a fishing rod than to be given fish. From this viewpoint, Japan proposes 
to provide the following support to Africa. 
 
 First, we will provide more than US$1 billion assistance over the next five years to implement the 
Enhanced Private-Sector Assistance for Africa (EPSA for Africa), which is a comprehensive initiative with the 
African Development Bank to promote private sector growth in Africa. To expedite the delivery of EPSA in the 
future, support from other donors is indispensable. I hope that all countries concerned will share the purpose of 
this initiative and participate. 
 
 Second, we will initially contribute US$2 million to the Private Enterprise Partnership for Africa (PEP-
Africa), the initiative IFC took this year to promote private sector development in Africa.  
 
 Third, we intend to make an initial contribution of US$ 1 million to launch a new facility at MIGA. This 
new facility intends to promote private investment in Africa by supporting small- and medium-sized enterprises 
meet MIGA’s environmental and social standards.  
 
 Fourth, as a major donor in the agricultural sector, we will reinforce our support toward achievement of 
the Green Revolution and better livelihood in rural areas through development and diffusion of NERICA (New 
Rice for Africa), education, and infrastructure build-up. As about 70% of Africa’s population lives in rural areas, 
agricultural development and improvement of rural livelihood is imperative for socio-economic stability. We 
expect that African countries will strengthen their efforts in the agricultural sector in accordance with the 
“Declaration on Agriculture and Food Security in Africa” and hope that donors will reinforce support for their 
efforts. 
 
Debt Relief 
 
 On debt relief for Heavily Indebted Poor Countries (HIPCs), I am pleased that the G8 debt cancellation 
proposal, in which Japan participated, is being discussed at this year’s Development Committee. It aims to 
provide debt relief to HIPCs that have reached the completion point, leading to 100 percent cancellation of debt 
owed by them to IMF, IDA, and the African Development Fund (AfDF). I urge other members to support this 
proposal to reduce debt and increase resources for achieving the MDGs. 
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 The G8 debt cancellation proposal does not stand alone in addressing the issue of debt sustainability in 
low-income countries. Progress has recently been made on this issue, as IDA has launched a new “traffic light” 
system from the beginning of the IDA 14 period. Enhanced HIPC Initiative, to which Japan has made the largest 
contribution as an official bilateral creditor, continues to be effective, while we have to maintain our efforts to 
encourage non Paris Club and private creditors to participate in the Initiative. 
 
 As a financial institution, the World Bank must fully take into account the importance of fostering a 
credit culture in the medium- and long-term perspective in order to achieve sustainable growth in low-income 
countries and prevent moral hazards associated with uncontrolled expansion of debt relief. Besides, for the debt 
relief that will be implemented over the next four decades to be truly effective, low-income countries must also 
make efforts, which include establishment of appropriate policies and institutional environment and 
improvement in investment climate. In addition, so as to ensure that debt relief would further accelerate low-
income countries’ efforts to achieve economic growth and poverty reduction and that all the resources provided 
are used for those goals, I expect the World Bank and the IMF to report us on improvements on transparency and 
the drive against corruption in all areas. Furthermore, monitoring of non-concessional borrowing will be 
essential to prevent rapid debt accumulation after debt relief. 
 
Trade 
 
 With regard to trade, a successful conclusion of the Doha Round is essential, as it will lead to the 
maintenance and strengthening of a multilateral trading system. To make progress towards the WTO Ministerial 
Conference to be held in Hong Kong at the end of this year, we will actively work on the new Round. 
 
 I share the following views on trade, expressed in the paper presented to the Development Committee. 
First, we need to help developing countries overcome supply-side constraints in order for them to fully benefit 
from the expected outcome from the Doha Round, such as balanced market access and trade rules. Second, 
addressing transitional adjustment costs from liberalization in some developing countries will also be essential to 
realize the ambitious outcome from the Doha Round. 
 
 Regarding “aid for trade,” the World Bank must first make efforts to help developing countries 
recognize trade as an important element of the Poverty Reduction Strategy (PRS) process. The Bank should also 
provide useful advice to developing countries to let them address trade-related issues, including trade facilitation, 
with their ownership. In addition, the Bank needs to strengthen collaboration between the Bank’s Regions and 
the Trade Department. 
 
 The two proposals, namely the strengthening of the Integrated Framework (IF) and the enhancement in 
regional trade-related aid, should be given careful consideration. For example, we need to specify what kind of 
aid will be provided through these proposals, estimate the needs of developing countries, and evaluate 
governance and other related costs to implement them. It is also necessary to avoid any overlap with existing 
mechanisms within trade-related international organizations. To address transitional adjustment costs from 
liberalization, our discussion must begin with how the current framework, including the World Bank’s 
assistance, can contribute to mitigate these costs. 
 
Climate Change and Energy 
 
 Japan has been proactively tackling global environment issues. We believe that climate change and 
energy efficiency have become increasingly important in the context of sustainable development. In fast growing 
Asia, where energy demand is expected to increase dramatically, efforts to improve energy efficiency and to 



 107

utilize renewable energy are essential in order to ensure its economic growth is sustainable. We support that the 
World Bank and other Multilateral Development Banks would reinforce their efforts in this area. In addition, it is 
important to further strengthen the existing Global Environmental Facility (GEF)’s activities. For this purpose, I 
believe it is essential to reach an agreement on the 4th replenishment of the GEF as early as possible. 
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation and 
Development, Germany 
 
 The prospective additional ODA flows offer a historic opportunity to eradicate poverty. At the Major 
Event, the international community reaffirmed the Millennium Development Goals (MDGs). A number of 
industrialized countries announced increases in their ODA. The EU presented its timetable for raising its ODA to 
0.7 percent until 2015 and already made specific commitments to reach 0.56 percent by 2010. Within that 
framework, Germany has committed itself to reaching an ODA ratio of 0.51 percent by 2010 and 0.7 percent by 
2015. By 2010, annual aid flows are projected to be around 50 billion dollars higher than today. This increase 
would include a doubling of aid for Africa by the same year. I welcome the fact that the final document confirms 
the Millennium Development Goals and that the schedule for achieving the 0.7 percent target has been 
incorporated in the Declaration. The prospective additional ODA flows open up a historic opportunity for 
providing massive support to the development efforts of our partner countries in the South. They have the 
potential to ease many of the constraints that governments in these countries now face in their efforts to increase 
infrastructure investment and pro-poor social spending. 
 
 However, the current situation on the crude oil market is jeopardizing our efforts to reach the 
international development goals. The recent surge in oil prices has a stronger impact on oil-importing developing 
countries, because their economies are more oil dependent. The countries of sub-Saharan Africa will suffer 
average income declines of 2.7 percent this year as a result of the increased oil price. What does that mean for 
the international community? Firstly, the World Bank and IMF should carefully assess the financial implications 
for developing countries and for the global financial system and come up with related proposals. Secondly, the 
developing countries, too, must reduce their dependency on oil and rely on renewable energy to a greater extent. 
This issue as well as climate change should be discussed at the next Development Committee meeting. Thirdly, 
the transparency of the oil market must be improved so as to discourage speculation. The World Bank should 
assist developing countries in collecting the necessary data on prospective demand, supply and investment. And 
fourthly, the question arises how the extra income of oil-producing countries – which is estimated at 
200 billion dollars – can be invested in such a way that the financial system will not be destabilized and the 
MDGs will be fostered. It would be a gesture of solidarity and of good economic sense if the oil-producing 
countries could devote part of these funds to development cooperation, for instance through a contribution to 
IDA. 
 
Using country strategies as a basis for scaling up 
 
 Apart from tackling the current risk to developing economies resulting from the high oil price, the major 
challenge now is to translate the prospective additional resources into sustainable development results. Effective 
management of these resources will be critical for the achievement of the MDGs.  
 
 The Poverty Reduction Strategy (PRS) approach must provide the operational framework for scaling up 
efforts. Germany welcomes the PRS review's findings, in particular its emphasis on the need for countries to set 
clear goals and priorities, which will provide the basis for further donor alignment and support greater 
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transparency and accountability. The findings reflect the results of recent evaluations by OED in a positive 
way:34 
 
 First, recipient countries must improve the quality of their PRSs by refining targets and indicators and 
strengthening links to public action and to the budget process. The main precondition for increased ownership 
and for strengthened national accountability is to further improve the quality of the PRSs themselves. There is a 
particular need to better articulate strategies for the productive sectors. Growth diagnostics will need to focus 
strictly on identifying the binding constraints at the country level. Doubtless, this is a challenging task, the 
solution of which requires innovative approaches.35  
 
 One significant element for integrating donor contributions into national processes could be provided by 
the annual PRSP progress reports (APRs). In the medium to long term, these reports could become the basis for 
external and internal accountability and for defining goals for the coming year. In this way, APRs would 
simultaneously serve to assess past activities, provide guidance for the future on priority actions and their 
budgetary implications, and supply reports to parliaments and donors. APRs would thus also contain all 
indicators against which performance is measured. This would facilitate the integration of disbursements into 
partner countries' budget cycles. 
 
 In order to make PRSs more specific, they must be put on a stronger analytical foundation, particularly 
with regard to the identification of operational and workable pro-poor growth strategies. In particular, more 
effective ways must be found to design, consider, and incorporate economic alternatives into PRSs. One way to 
marry the need for a realistic PRS with a framework that can support ambitious, longer-term development goals 
would be to use alternative scenarios. In this context, Germany calls on the Fund to consider all feasible 
macroeconomic policy options and to add its ideas to the public debate on these issues. 
 
 Participation in the PRS process has to be further improved and "institutionalized." While the PRS 
process has established a platform for stakeholders to engage in a national dialogue on economic policy and 
poverty reduction, participation still needs to be improved. The PRS process has had a limited impact in terms of 
generating open public discussions of alternative macroeconomic policy options and related reforms. The 
systematic involvement of all stakeholders and an open debate on all relevant issues are key to making PRSs 
more inclusive and tailored to country circumstances. Moreover, participation has to be "institutionalized." 
Despite the major progress made with regard to parliamentary involvement, it is crucial to further improve the 
link between the PRS and the formal structures of representation. 
 
 Donors must continue to align their activities to national development programs, such as the Poverty 
Reduction Strategy Papers (PRSPs) or other national strategies. Germany is committed to aligning its 
contribution. Ideally, program conditionality should reflect crucial elements of government programs. The 
responsibility for monitoring and evaluating donor programs should be integrated into national processes and 
instruments to the greatest possible extent. On that basis, internal and external accountability (national 
representative bodies and donors) should rely largely on a uniform procedure. Implementation of the Paris 
Declaration will be crucial to fostering alignment. In order to ensure follow-up, Germany has elaborated a 
national implementation plan. 
 
 The proposal to make more use of country systems in Bank-supported operations is a further step in this 
direction. We fully subscribe to the country system approach, which is intended to enhance ownership and focus 
on creating and enhancing in-country capacity. We believe that successfully integrating this approach into the 
                                                 
34  See also the BMZ discussion paper, Post-Washington Consensus – Some Thoughts. 
35  An idea which appears helpful in this context is the diagnostic approach to growth of Hausmann, Rodrik and Velasco. 
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work of the Bank and other development partners would significantly enhance the impact of development 
interventions and facilitate donor harmonization, leading to an overall reduction of the costs of doing business, 
while ensuring that high safeguard standards are maintained. 
 
 In principle, the proposed international mechanism for monitoring, reporting, and following up on the 
delivery of aid commitments would be desirable. However, benefits have to be weighed carefully against the 
presumable high costs. A revised system should be built on the existing ODA system and keep track of the value 
added by any innovation. With regard to monitoring, Germany welcomes close cooperation between the Bank 
and the DAC. The Africa Partnership Forum should be closely involved in these efforts as well. 
 
Reforming conditionality policy 
 
 Germany welcomes the Conditionality Review's acknowledgement that forcing policy changes on 
reluctant or uncommitted governments cannot be sustained and ultimately does not work. We welcome one of 
the Review's most important messages, namely, that in supporting a country-based and country-led development 
process, the Bank will not seek to lever more or faster reform than a country wants. Countries need space to 
formulate policy, consider the options, and build broad-based support for the path they will take. We should seek 
to understand the choices that governments make in the light of the political economy they face. We must ensure 
that in our discussion with countries, we do not crowd out space for domestic stakeholders, especially elected 
representatives, and that we support processes that strengthen domestic accountability. 
 
 Germany supports the good practice principles which the Review has put forward. Implementation of 
these principles will be key. The principles point to the necessary reinforcement of country ownership, the 
importance of harmonization and of agreeing up-front conditions as part of a coordinated framework, the 
necessity of tailoring conditions to individual country circumstances, the need to conduct transparent progress 
reviews conducive to predictable financial support, and the need to limit the number of conditions and choose 
only those actions that are critical for achieving results. It is important that the latter point also apply to the 
number and character of benchmarks. It will be important to ensure that these principles are consistently put into 
practice across and within the Bank's regions by implementing effective internal mechanisms for staff. The Bank 
should report regularly on the degree to which the principles have been implemented. 
 
 It is of utmost importance that the Bank should not take a prescriptive approach to reform, especially in 
sensitive policy areas such as privatization, trade liberalization and financial sector reform. Generally, this 
should also apply to benchmarks. If the Bank gets involved in these sensitive areas, it should ensure that the 
reforms are supported by appropriate analysis of the political, economic, social and poverty impact of these 
measures and that they are vital to achieving the overall objectives of a country's development strategy.  
 
 With regard to ownership, outcome-based indicators have some merits over policy-based indicators. The 
great advantage of outcome indicators is that they foster partner governments' ownership: all that is defined is 
the desired outcome, and it is left to the governments to choose policy actions for achieving them. Moreover, the 
indicators encourage both governments and donors to focus all their efforts on achieving specific outcomes. The 
Bank and other donors should use outcome indicators wherever possible and feasible. The EU largely refrains 
from prescribing specific policy actions and links its programs directly to outcome indicators. Outcome 
indicators are applied mainly to social sectors and implemented in the form of variable, performance-based 
installments. 
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Taking account of macroeconomic constraints and designing ODA accordingly 
 
 Financing needs in developing countries are very real and very large but also diverse, depending on the 
circumstances of the particular country concerned. The need for scaling-up is greatest in low-income countries 
and in Africa. So is the risk of falling short of the MDGs. As countries with good institutions and policies have 
greater capacity to efficiently utilize aid, the additional ODA should focus on these countries. However, the 
donor community should not pass up other opportunities to use ODA efficiently. Most importantly, we should 
not be guided by too static a view of the CPIA rating or similar ratings. The evolution of the quality of 
institutions and policies over time is just as important as these static indicators. Countries with perhaps low but 
rapidly improving indicators may offer an important opportunity for using aid efficiently. The same is true for 
middle-income countries, in particular with regard to global public goods, e.g., by promoting energy efficiency 
to combat global warming. 
 
 It is vital to assess macroeconomic problems against the background of the country situation in question 
and to design fiscal, monetary and exchange rate policies accordingly. The macroeconomic impact of ODA is 
largely dependent on the specific circumstances in recipient countries, for instance the level of indebtedness, the 
utilization of production capacity, and the structure of domestic demand. It is therefore necessary that – with 
regard to the macroeconomic implications of ODA – a systematic analysis is conducted of all relevant countries. 
 
 Moreover, it is vital that ODA should help diversify recipient countries' economies and make them more 
efficient and productive, and foster investment. To that end, country strategies must identify the main 
impediments to growth and point out ways of tapping sources of growth. The difficulty is that the requisite kind 
of investment (for instance, in public infrastructure, basic social services, or secondary or higher education) can 
only be identified on a country-by-country basis. As a matter of urgency, this question must be reviewed 
systematically for IDA recipient countries. The World Bank has to play an important role in this regard. 
 
 The World Development Report on Equity and Development underlines that growth and equal 
opportunities complement each other. This also means that many countries can increase their economic growth 
by, for example, improving poor people's access to education and land and strengthening their legal situation. 
Consequently, equal opportunities are no luxury. The Bank, together with partner governments, therefore needs 
to analyze on a country-by-country basis how to make better use of that potential. 
 
Advocating a gradual approach 
 
 Discussions should now focus on how limited absorptive capacity can be expanded. More aid can be 
absorbed effectively in countries with stronger institutions. This suggests that efforts to strengthen institutions 
and build human capital can increase returns on aid and help countries effectively absorb larger amounts of aid. 
More work is needed to carefully identify the crucial constraints on successful capacity development. The Bank, 
together with other relevant stakeholders, should analyze this issue country by country. This is especially 
important when looking at conflict-affected countries: strengthening countries' capacity to ensure that conflict 
issues are carefully considered and that structures have peace building impacts is one of the key issues and main 
bottlenecks at the same time.  
 
 However, it is also clear that the development of capacities and institutions is a complex, long-term task. 
Institutions in a broader sense, taken to include standards and informal regulations as well, are determined by 
history, economic structures, political systems, and culture, and only some of them can be changed in the short 
term. Any increase in ODA must therefore be sequenced so as to take place in parallel with efforts to build 
institutions and capacities. 
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Predictability of ODA and the need for stable financing mechanisms 
 
 In order to increase ownership and use ODA more efficiently, more predictable aid is crucial. One 
special challenge in this context is to enable partner governments to plan a sound budget by enabling them to 
predict, at least roughly, the volume of envisaged aid. A growing share of development cooperation resources is 
being provided as (conditional) budget support. In the past, these flows have too often been stop-and-go. 
Unstable aid flows can undermine predictability for partner governments and thus put pressure on the reform 
process itself. In particular, reliable, long-term budgeting and budget execution become more difficult. 
Increasing the predictability and stability of aid flows is therefore important. 
 
 There are several ways of defusing this problem. One promising option is to commit funds for several 
years and disburse them in variable, performance-based installments, a practice that has been pursued by the EU 
Commission for some time now. This makes it possible to disburse donor contributions on a pro rata basis if 
targets have only been partially met, preventing "stop and go" and improving the predictability of donor 
financing. Flows are generally committed for three years ahead and revised only when performance deteriorates 
or improves to a substantial degree. 
 
 Global financing instruments offer an opportunity to make funding more predictable. Certain public 
investments are linked to high recurrent costs that tie up budget resources over long periods. This is problematic, 
particularly in those cases in which the investment does not generate additional income or enhance the 
productivity of economic processes in the short term, as is the case for investment in basic health and education, 
for example. This is why donor contributions in these sectors should be financed from sources of income that are 
as stable as possible. Financing on the basis of global levies would take account of that problem. 
 
 Germany welcomes the Bank's positive assessment of the airline ticket levy. Global levies such as the air 
ticket levy are to be applied nationally and coordinated internationally. This international coordination could 
take a very informal form. The proceeds of the levy should flow into national budgets, be allocated to 
development and disbursed alongside the other tax money allocated for development. The principle we have 
developed in the Lula Group does not require a complex international mechanism. In other words, no new 
institutions are necessary. 
 
Debt relief – creating scope for pro-poor expenditure 
 
 Debt relief is an effective and efficient aid instrument. It provides predictable net resource transfers at 
low transaction costs. The view that some kinds of ODA are good (cash financing) while others are not so good 
(debt relief, technical assistance) is at best misleading. 
 
 Germany is pursuing efforts to ensure that progress in implementing the HIPC initiative can be sustained 
and that the potentially eligible countries succeed in joining the initiative. There are a number of countries that 
could be eligible in the future. We need to show that access to HIPC is a matter of clearly meeting eligibility 
criteria and that the current data deficiencies are not an obstacle to countries benefiting from the initiative. We 
therefore urge the Fund and the Bank to accelerate their analytical work and tackle data deficiencies. Similarly, 
we would hope that potentially eligible countries succeed in starting a Fund- and IDA-supported program before 
the sunset clause takes effect at the end of 2006. 
 
 The attitude of non-Paris Club creditors, especially the commercial ones, is a cause for concern. This 
could become even more worrisome in the case of countries potentially eligible for HIPC assistance, given the 
larger share of these creditors in comparison with the actual decision point countries. There seems to be some 



 112

leeway for overcoming some of the obstacles which have apparently hampered the participation of non-Paris 
Club creditors to date. We are open to other proposals for increasing the participation of uncooperative creditors. 
 
 The implementation of the G8 debt relief proposal would increase net resource transfers and bring 
timely benefits to both HIPCs and non-HIPCs, and will thus support their progress towards achievement of the 
MDGs. Germany continues to be firmly committed to fulfilling its obligations with respect to the G8 debt 
initiative and the provision of additional resources to safeguard the financial capacity of IDA. We would expect 
that other donors join us in this effort, which will be critical for preserving the financial integrity of IDA. 
 
 It is important to ensure that the G8 debt relief proposal, and additional donor contributions that will 
finance it, will preserve IDA's role as the cornerstone of global development efforts. It will be vital to secure full 
compensation for foregone reflows. In particular, it is necessary to make provision for additional financing needs 
not only for the next three years but also for the time thereafter. For this purpose, we need a clear and robust 
mechanism to provide a precise measure of additionality. Our credibility would be seriously damaged if we did 
not succeed in translating the promise of full compensation into an operationally feasible mechanism. 
 
Seizing trade opportunities 
 
 Germany and the EU remain committed to making sure that the Doha Round outcomes are truly pro-
development, including in the area of agriculture. The example of the cotton sector shows the importance of 
reducing domestic support in the interest of developing countries. As for export competition, an agreement on 
the elimination of all forms of export subsidies, which Germany and the EC strongly support, will also clearly 
deliver benefits for developing country exporters, who will be able to compete on a level playing field. We need 
to set an ambitious time frame for the elimination of these distorting export subsidies. 
 
 There is a true case for special and differential treatment of countries with different levels of 
development. The justification for special and differential treatment is drawn directly from two lessons learned: 
first, taking advantage of the benefits of trade liberalization is a question of capacity and institutions, and, 
second, institution building is a long-term and complex challenge. The need for special and differential trade 
disciplines should therefore not be called into question. However, there is a strong case for differentiating more 
between developing countries, depending on their level of development. 
 
 It is true that, on average, open trade regimes grow significantly faster than more closed economies. But 
we have to be careful in interpreting this. This should not lead us to the premature recommendation that trade 
liberalization has to be mainstreamed in every PRS. With regard to this, we very much welcome the recent Bank 
publication on Economic Growth in the 1990s for its very pragmatic and "unideological" assessment of the risks 
and benefits of trade liberalization. This assessment also demonstrates that very often trade liberalization is not 
the binding constraint on more growth. 
 
 As for the service sector, there are important risks involved in developing countries' opening their 
markets because of the complexity not only of the negotiations but of the service sector itself.  Many countries 
do not have adequate capacity to follow the negotiations actively or to define complex liberalization schedules. It 
would be naive to assume that these institutional constraints might be overcome in the short or medium term. 
Liberalization, in the area of financial services or public utilities for example, has to be placed in the context of a 
long-term comprehensive development strategy. 
 
 Economic integration among developing country regions is key. This is also an important goal of the 
European Union's Economic Partnership Agreements with ACP countries. The World Bank should continue and 
further expand its promotion of regional integration initiatives in the developing world and of South-South trade.  
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 Germany welcomes the main thrust of the proposals by the Bank to boost aid for trade. A strengthened 
Integrated Framework (IF) should be the cornerstone of this. Germany is looking forward to constructive 
discussions on this proposal in the context of the IF Steering Committee. In our view, the enhanced IF should 
also be able to cover cross-country and regional issues. By contrast, we do not consider the creation of additional 
funding structures – either for cross-country or for adjustment issues – to be helpful, although we agree that both 
issues deserve greater attention. Existing mechanisms should be used, and if necessary redesigned, to deal with 
adjustment problems effectively. 
 
Strengthening the voice of the poorest countries 
 
 Germany still considers the "Voice" process to be a crucial item on the international development 
agenda and is interested in an open discussion on the structural options that the staff analyzed for the Spring 
Meeting this year. We have been vigorously supporting the "Voice" process and have presented concrete 
proposals for helping developing countries to gain a stronger voice in the decision-making structures of the 
World Bank. We hope that the current General Review of Quotas in the IMF will give adequate attention not 
only to fast-growing developing countries, but to developing countries in general. 
 
 
Statement by Ms. Agnes van Ardenne, Minister for Development Cooperation, The Netherlands36 
 
 One and a half weeks ago we reached agreement on a more effective multilateral system. The Outcome 
document clearly restates the Millennium Development Goals and the action needed. And action is needed.  The 
report "Where is the Wealth of Nations?” warns us that reaching the MDG’s could be at risk from unsustainable 
environmental policies. Sustainable development not only includes social and human development but also 
sustainable management of natural resources. This weekend we should discuss how the international community 
and the Bank and the Fund can put these commitments into practice. 
 
Aid finance 
 
 My constituency would like to welcome the successive announcements on various sides of higher aid 
commitments since Monterrey. We note with satisfaction that the EU, for instance, has pledged to nearly double 
its ODA to 0.56% GNI between now and 2010 and to reach a collective ODA/GNI target of 0.7% by 2015. 
 
 In order to realize these goals some countries are considering the introduction of innovative financing 
mechanisms that can help deliver the necessary financing. My constituency has a positive approach towards 
applying such mechanisms by these countries in as far as they lead to structural and additional financial ODA-
flows. The Netherlands is a long time advocate of the 0.7% target and since long contributes 0.8% of its own 
GDP to development cooperation.  
 
 OECD/DAC should monitor whether donor countries live up to their commitments and whether their 
contributions, including those aimed at debt relief, can be considered additional to current ODA levels. 
 

                                                 
36  On behalf of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, Republic of Macedonia, 
Moldova, The Netherlands, Romania and Ukraine. 
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Domestic resources and access to financial services, including microfinance 
 
 Recipient countries should do their part and maximize domestic resources to fund national development 
strategies, for instance by enlarging their tax base and strengthening tax administrations. An advantage compared 
to foreign aid is that domestic taxation generates a more stable flow of financing for the MDGs. As the World 
Development Report 2006 indicates, tax systems can be designed so as to serve both efficiency and equity 
purposes. Domestic resources can also be mobilized in the private sector by granting the poorest wider access to 
financial services such as credit, insurance or pension schemes. 
 
 We welcome the attention that is given to microfinance during this UN International Year of Micro 
Credit. The potential benefits of financial services, including microfinance, are large, not only for poverty 
reduction but also for private sector development and broad-based macro-economic performance. A healthy and 
well functioning financial services sector is therefore of great importance. This sector should cater to the wide 
variety of clients and their needs, especially the poor whose access to financial services is generally low.  We 
therefore need both strong microfinance institutions as well as commercial banks whose services link up 
perfectly with each other. Efforts are needed at different levels. At the micro level capacity building, for example 
better governance and risk-management and the adoption of new technologies, can improve the functioning of 
mainstream and microfinance institutions. In this regard I invite the Bank to apply in its microfinance 
interventions the useful guidelines agreed in CGAP. 
 
 At the meso level adequate data is needed for all those involved in the financial services sector, 
including supervisors, donors and commercial banks and specialized micro Finance Institutions. I would like to 
encourage the IMF and the World Bank to review data availability on access to finance and assist in the 
accumulation of data that is accurate and standardized in order to enhance comparability. Data availability and 
quality is often especially low in the area of microfinance. Data availability will facilitate the establishment of 
national strategies directed at increasing access to financial services for the poor. At the macro level, maintaining 
macroeconomic stability is a prerequisite for microfinance and the functioning of the financial sector in general. 
A sound regulatory framework, appropriate supervision and a healthy investment climate are essential as well. 
Through its regular surveillance work, the IMF can continue to address these policy issues where relevant. We 
therefore value the Financial Sector Assessment Programs. We encourage the Fund and World Bank to continue 
to include attention to microfinance in FSAPs where appropriate on a structural basis. 
 
Debt Relief and HIPC 
 
 My constituency welcomes and supports the G8 multilateral debt relief initiative. We are of the opinion 
that, if adequately funded, the initiative should lead to an increase in ODA-resources providing developing 
countries with more fiscal space to support their efforts to attain the MDGs. The Netherlands stands ready to 
provide its share in the proposed donor contributions if the longer term additionality of donor contributions is 
clearly defined and guaranteed and the long term viability of IDA and the African Development Fund are 
adequately ensured. 
 
 We feel that resources to fund this initiative should be additional to current ODA levels. We urge donor 
countries to provide upfront and long term commitments to compensate dollar for dollar IDA and AfDF, so that 
they can continue to serve development purposes during the next decade. All donor countries should do this as 
much as possible in a similar way. The Netherlands for its part is prepared to issue promissory notes over a 
period of 40 years to finance its share. 
 
 The financing of IMF debt relief should not undermine the financial solidity of the Fund, especially the 
Fund’s ability to meet the financing needs of low income countries from Fund resources dedicated for that 
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purpose. In line with agreed standards on the use of Fund resources, we believe that IMF debt relief should be 
based on the principle of Uniformity of Treatment. MDG-effectiveness also requires that sound economic 
policies are in place as debt relief takes its effect. 
 
 Providing debt relief without ensuring future debt sustainability will not help to escape from the vicious 
cycle of lend and forgive. At the same time countries whose debt has become sustainable should not unduly be 
excluded from new borrowing. Therefore, at this stage we do not support any changes to the agreed rules 
governing the grants windows in IDA14 and AfDF10 and the underlying Debt Sustainability Framework. 
 
 In my view, we cannot provide debt relief without a similar resolve to enabling greater access of 
developing countries to international markets. Participation in global trade provides countries the opportunity to 
generate the resources needed to finance their own development, including the servicing of concessional loans. I 
therefore call upon you to express a strong commitment to a successful conclusion of the Doha Round in Hong 
Kong, including agreements on reducing trade barriers and crossing out of export subsidies. 
 
 My constituency awaits the Bank’s final analysis on which countries meet the criteria under the 
extended enhanced HIPC initiative, as this may have additional funding implications for the above proposal for 
multilateral debt relief.  
 
Africa Action Plan and the scaling up of aid 
 
 The global partnership for achieving the internationally agreed development goals, including those 
contained in the Millennium Declaration and the Monterrey Consensus, is not restricted to the question of 
funding, but also covers the effectiveness of aid delivery and the achievement of results. It is in this context, that 
my constituency welcomes the World Bank Action Plan for Africa as it highlights a number of these issues, 
where both donor countries and recipient countries will have to take their responsibilities. 
 
 While the delivery of aid has become more effective over the last couple of years, my constituency feels 
that further progress on harmonization and alignment is essential, not the least because more financial resources 
for development will be available in the run up to 2015. We therefore call on all countries and international 
agencies to adhere to the principles, targets and indicators agreed upon in the Paris Declaration on 
Harmonization and Alignment. Bank and Fund could, for instance, contribute to the reduction of the multitude of 
policy frameworks and plans introduced by the donor community, aid instruments, monitoring systems, 
conditionalities and reporting requirements, which seriously hamper the effective implementation of poverty 
reduction strategies. In this light, we are pleased with the current tendencies of a decreasing number of 
conditions used in loans, improved coordination among financial institutions and donors, as well as a more equal 
partnership between Bank or Fund and client. 
 
 My constituency welcomes the Bank’s recommendations on conditionality for program lending and 
supports conditions that are limited to policies that are essential for the attainment of the program’s objectives. 
To us, essential for a successful partnership between Bank and client country are the application of the rule of 
law, the participation of civil society and underprivileged groups such as the poor, an adequate financial 
management system and a well functioning domestic tax system. Partners should determine the accountability 
framework on the basis of known variables at the time of contracting the loan, so as to avoid changing or adding 
conditions during the program’s duration. We also support initiatives to avoid overlapping or contradictory 
conditions among development partners, thereby respecting each other’s mandates. 
 
 The availability of additional funds should enable us to scale up our efforts to more appropriate levels, 
especially in Africa. Analyses by the Bank indicate that in this part of the world current capacity could absorb a 
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60% increase in aid. The Sachs report indicated earlier this year that current levels of funding will have to be 
multiplied if the international community wants to meet the MDGs by 2015. We feel that these figures ask for a 
thorough analysis of the issues of fiscal space - in particular how to avoid Dutch disease effects and reduce the 
volatility of aid flows, recipient countries’ existing institutional capacity and an assessment of their needs in 
terms of capacity building.37 In this context we welcome the Bank’s further work on fiscal space scheduled for 
the Spring Meetings next year and would like to invite the Bank to elaborate on its ideas on institutional capacity 
as laid down in the Africa Action Plan. 
 
 Aid effectiveness and a rational use of national capacity require development partners to buy into 
national development strategies such as laid down in Poverty Reduction Strategy Papers. These should be 
developed through an open and participatory debate on proposed policies and program content with all 
stakeholders. The next generation of PRS’s should clearly contribute to achieving the MDG’s. National efforts 
should be complemented by supportive programs, including activities by the Bank. 
 
 In this context, we suggest that Bank and Fund to focus future annual reviews on specific aspects of the 
PRS process, while evaluating the process at large once every three to five years. Specific aspects should include 
progress made in the areas of scaling-up of aid, capacity building strategies within the PRS, reducing paperwork 
and streamlining procedures, and finally strengthening the quality of PRS growth strategies. 
 
 A well-formulated PRS includes alternative growth and aid scenarios. These scenarios should first and 
foremost be formulated to strengthen the quality of a PRS and of decision-making processes. They can also help 
open up political debate and broad support in society for up-scaling a PRS and MDG achievement. 
 
Complementarity: infrastructure and peace and security 
 
 Especially in Africa, it is important that Bank, Fund, UN-agencies and bilateral donors come to a 
division of labor, based on comparative advantage. The Africa Action Plan rightly points out the importance of 
peace and security for development in this part of the world. Although the Bank can offer its financial expertise 
in this area as it currently does in Sudan, bilateral donors and the United Nations may have a comparative 
advantage when dealing with security related issues. The Peacebuilding Commission can play an important role 
in this process. We encourage the Bank and the Fund to support the Peacebuilding Commission with its 
brainpower. Similarly, when it comes to investing in infrastructure the World Bank should seek stronger 
cooperation with the AfDB and the EU who are major players in this field. The same goes for areas such as 
agriculture and regional integration. Initiatives coming from the continent itself, for example via the AU, 
NEPAD and the APF should particularly be encouraged. 
 
 My constituency welcomes the Bank’s renewed attention for infrastructure as a driving force for 
economic growth, poverty alleviation and meeting the MDGs. A well-functioning infrastructure does not only 
create favorable conditions for private sector development, but is also crucial for effective public service 
delivery in the social sectors and a pre-condition for developing countries’ participation in world trade. The 
Netherlands welcomes the use of country systems for infrastructure programs as long as they are at least 
equivalent to current Bank safeguards. I would further welcome the Bank to work on the impact of infrastructure 
investments on poverty alleviation. 
 

                                                 
37  This is one of the reasons of why we think initiatives for the coordination of technical assistance at the country level, like 
AFRITACs and ACBF, are important. 
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Doha Development Round and Aid for Trade 
 
 My constituency supports an active role by the Bank and the Fund within their areas of expertise and 
mandate when it comes to trade. Opening markets in agriculture and non-agricultural products and tackling 
trade-distorting subsidies in agriculture is vital to create opportunities for growth, poverty reduction and 
achieving the MDGs. My constituency recognizes that not all developing countries stand to gain from a 
successful Doha Development Round if they are not properly equipped to participate in world trade. If the 
international community wants the Doha Development Round to succeed, it should now come up with 
commitments for strengthening the trade capacity of such countries. Bank and Fund should stand ready to assist 
countries facing adjustment problems. At the same time developing countries should, with the assistance of the 
World Bank, make progress on mainstreaming trade into their poverty reduction strategies, which donors 
subsequently can support. 
 
Voice 
 
 My constituency would like to reiterate once again the advantages of mixed constituencies such as ours 
in making the voice of developing countries heard and our support for updating the amount of basic votes. 
 
The way ahead 
 
 We would like to call on all countries, donors and recipients, to take the partnership for development 
that was reconfirmed in New York, seriously. 
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Statements Submitted by Observers 
 
 
Statement by Haruhiko Kuroda, President, Asian Development Bank 
 
Introduction 
 
 On behalf of the Asian Development Bank, I wish to express our appreciation for the invitation to attend 
the 72nd Meeting of the Development Committee. 
 
 This statement begins with a brief review of the economic performance of Asia and the Pacific, with 
particular reference to the MDGs, followed by a summary of the major development challenges facing the 
region. I will then briefly describe six ways in which ADB works with its developing member countries (DMCs) 
to address those and other challenges, following by a brief discussion of the vital importance of development 
effectiveness. I will conclude with a few remarks about the importance of the international community 
continuing to focus on poverty reduction in the Asia and Pacific region as a key element of achieving the MDGs 
at global level. 
 
Asia's Economic Performance 
 
 Robust economic growth.  Developing Asia is achieving robust economic growth at regional, sub-
regional and country levels. In 2004, the economies of developing Asia grew by 7.4% - the highest GDP growth 
since the 1997 crisis. Overall growth for developing Asia is projected at about 6.6% in 2005. Despite high oil 
prices and the impact of last year’s devastating tsunami, developing Asia will likely continue its healthy 
expansion thanks to buoyant domestic demand and continued strengthening of intraregional trade. 
 
 Rapid changes.  This record of economic progress has brought with it major changes for many countries 
in the region, including enhanced institutional capacities to manage development processes, improved 
macroeconomic policies, stronger government ownership, and fuller engagement of the private sector and civil 
society. Global and intraregional trade has expanded, leading to an increased weight of Asian markets in the 
global economy. Within the broad context of globalization, interdependence between Asia and other regions 
continues to increase. 
 
Challenges Facing the Region 
 
 Persistent poverty.  Despite the impressive progress that has been made in reducing poverty in 
developing Asia, the region remains home to almost two-thirds of the world’s poor. This situation reflects the 
cumulative impact of such factors as flawed governance and public administration, gender discrimination, 
vulnerability to infectious diseases, hunger and malnutrition, limited human and institutional resources, and 
vulnerability to manmade and natural disasters. Nearly one out of every five people—over 600 million—struggle 
to survive on less than $1 a day.  While some aspects of poverty in the region seem intractable, if they are not 
overcome the number of poor will remain unacceptably high a decade from now. 
 
 Non-income poverty and human suffering.  The situation with regard to non-income poverty and social 
progress is serious.  The mixed record on non-income dimensions of poverty is reflected in millions of children 
who continue to live in hunger, slow progress in reducing maternal and child mortality, and deteriorating and 
ineffective education systems in many poor countries. While access to safe water has improved, Asia fares 
poorly in eliminating hunger. The proportion of underweight children fell only slightly during the 1990s, while 
slow progress in reducing maternal deaths and other indicators suggests that gender discrimination remains. 
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 Public health challenges.  In Asia today, health shocks and chronic illness pose a serious threat to poor 
people in the region. Diarrhea, malaria, dengue fever, acute respiratory infections, and tuberculosis are endemic 
in some countries and areas, and the rate of HIV/AIDS infection is now the highest in the world. Contagious 
diseases such as SARS, avian flu, and swine flu pose serious economic and health risks to people in the region. 
Millions of very poor people struggle through each day in Asia's slums and remote areas without clean water or 
proper sewage facilities. 
 
 Natural disasters and environmental degradation.  The Asia and Pacific region is prone to natural 
disasters such as flooding, typhoons, and earthquakes—indeed, the December 2004 tsunami stands as a stark 
reminder of the region's vulnerability. The region’s environmental balance remains precarious. Increasing 
population pressure strains natural resources, particularly water. Deforestation denudes mountains and increases 
soil erosion. The region lost several million hectares of forests between 1990 and 2000 and significant land area 
in the region is now degraded due to soil erosion. Residents of many cities in the region are exposed to 
unacceptable levels of air pollution (more than double international standards), while water pollution levels in 
major rivers are often many times those found in OECD countries. 
 
 Conflict and post-conflict situations.  Conflict and post-conflict situations have become increasingly 
common across the region.  Among the consequences have been massive destruction of livelihoods and social 
capital, disruption of basic social services, and weakened or absent government institutional capacity and state 
authority.  Working in post-conflict environments is challenging given highly fluid situations, lack of 
governmental capacity, and depleted national budgets. Nevertheless, countries in post-conflict situations rely on 
the international community to respond quickly and in coordinated fashion aligned behind Government 
objectives. In order to be effective in these high-pressure environments, donors must collaborate to deliver quick 
and coordinated interventions. If they fail to do so, conflict may be reactivated with major human consequences. 
 
ADB’s Role in Developing Asia 
 
 ADB and its development partners recognize that the Asian and the Pacific region stands at a defining 
stage in its development. Let me highlight seven important ways in which ADB, in partnership with others, 
continues to assist the region. 
 
 Investments in economic and social infrastructure.  First, ADB is increasing its already significant 
investments in economic and social  infrastructure, recognizing such investment as a solid (and essential) 
foundation for sustainable growth and the effective delivery of basic human services. Over the years, more than 
half of ADB’s investments in developing Asia have been in transportation and communications infrastructure, 
the energy sector, and water and sanitation. However, the region still faces a huge demand for infrastructure 
development, with the financing gap estimated at $250 billion annually over the medium-term. In order to 
mobilize additional resources, ADB partners with the private sector and governments to build better 
infrastructure, in the process increasing the fiscal space for governments to make other investments in education, 
health, and environmental protection. 
 
 Expanding regional cooperation and integration.  Second, expanding assistance to support greater and 
more effective regional cooperation and integration remains a priority. Asian countries are increasingly 
interdependent and greater monetary and financial integration are needed to facilitate commercial expansion and 
reduce systemic risks. At the same time, rapid advances in technology and liberalized trade and investment 
regimes have fueled a tremendous expansion in trade and Foreign Direct Investment (FDI) in developing Asia. 
Intraregional investments and Free Trade Agreements and Regional Trade Agreements have increased 
significantly. In this context, regional cooperation facilitates a freer flow of goods and people and promotes the 
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sharing and better management of common resources among neighboring countries. ADB has traditionally 
promoted regional economic and social infrastructure projects and served as an “honest broker” for regional 
cooperation and integration. ADB continues to scale up its support for regional cooperation, including in such 
areas as infrastructure-based cooperation, monetary and financial cooperation, trade and investment cooperation, 
and cooperation to provide regional public goods (e.g., preventing the spread of HIV/AIDS and other infectious 
diseases). 
 
 Environmental protection.  Third, ADB continues to invest in environmental protection. ADB has 
supported policy and technical interventions to address a broad range of environmental concerns and to expand 
the application of cleaner technologies in energy, transport, water and sanitation, and other sectors. Further, all 
ADB-financed projects are subject to comprehensive environmental assessments. ADB provides its DMCs with 
technical assistance as they integrate environmental protection measures into project designs and implementation 
plans. Overall, ADB has provided loans worth more than $6 billion for projects with environmental components 
and provided grant-financed technical assistance of over $30 million for specific environmental initiatives. 
 
 Engaging with emerging economies.  Fourth, ADB is deeply engaged with the emerging economies in 
Asia and the Pacific. Over 70% of poor people in Asia and the Pacific live in emerging economies, mainly in 
China, India, and Indonesia. Thus, making effective investments in the further development of the region’s 
emerging economies is essential for meeting the MDGs at both regional and global levels. While these 
economies have in general performed well over the last decade, with GDP per capita having grown faster than 
both lower- and higher-income countries, those gains must be sustained and built upon. To this end, ADB assists 
its DMCs as they make policy reforms, particularly at sector level. ADB also assists its DMCs in improving 
appropriate enabling environments for the private sector. ADB also supports economic and social infrastructure 
in the less developed regions of emerging economies, with benefits likely to accrue disproportionately to the 
poor–a pro-poor “bias” that will contribute to achieving the MDGs. 
 
 Engaging with fragile states.  Fifth, ADB recognizes the importance of engaging effectively with the 
growing number of “fragile states” in the region. Over the last few years, an increasing number of developing 
countries have experienced major disruptions related to failed governments, civil unrest, violence, and natural 
disasters. The human and economic impact is devastating. ADB has particular expertise and experience in post-
conflict situations. Since 2001, ADB has been deeply engaged in Afghanistan, emphasizing development 
partnerships with other multilateral and bilateral donors, as well as civil society and the private sector. In Sri 
Lanka, the ADB has supported regionally balanced development, pro-poor growth to generate employment and 
increase rural incomes, social development to enhance the marketable skills of the labor force, and good 
governance for greater public sector accountability. In all post-conflict situations in which it engages, the ADB 
collaborates closely with development partners to conduct joint poverty assessments, develop trust funds, 
rehabilitate infrastructure, and support capacity development.  ADB is now in the process of developing a 
comprehensive approach to engaging with fragile states, with particular attention to selectivity and focus on the 
one hand and strategic partnerships on the other. 
 
 Governance and capacity development.  Sixth, ADB emphasizes the importance of the “software” side 
of investments in physical and social infrastructure—with particular reference to governance, legal frameworks, 
and capacity development. ADB’s developing member countries are acutely aware of the need to further 
strengthen governance and legal frameworks and to increase transparency and accountability in procurement 
systems and procedures. ADB assists its DMCs in building and enhancing necessary enabling environments and 
policy and regulatory frameworks. 
 
 Working with development partners.  The ADB actively engages with a range of strategic partners to 
increase the effectiveness of collaborative efforts to reduce poverty in the region. For example, ADB recently 
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entered into an MOU and held a two-day partnership meeting with the United Kingdom’s Department for 
International Development (DFID). The ADB-DFID partnership emphasizes managing for development results 
and improving country-level coordination. ADB has also partnered with UNDP and UNESCAP to track progress 
against the MDG targets in the region. The jointly authored report (“A Future Within Reach: Reshaping 
Institutions in a Region of Disparities to Meet the Millennium Development Goals in Asia and the Pacific”) also 
recommends institutional changes to help achieve those targets. 
 
 These, then, are just some of the ways in which ADB is assisting countries in the region address their 
priority development challenges. 
 
Achieving Development Effectiveness 
 
 Results on the ground.  Today, more than ever, ADB is focused on results on the ground – we have a 
commitment to our shareholders that every dollar we invest in the region's development have the greatest 
possible impact. In support of this results-focus, ADB has reorganized itself, adopted new business process, 
increased the number of resident missions, realigned human and financial resources, and scaled up operations at 
the regional level. 
 
 Innovative financial instruments and modalities.  ADB has recently introduced a number of innovative 
financial products designed to better meet the needs of our diverse developing member countries. The 
“Innovation and Efficiency Initiative,” for example, aims to remove bottlenecks in ADB business processes. 
Among the important initiatives to be pilot tested are: 
 

• A multi-tranche financing facility targeting sector investments over a longer timeframe; 
 

• Direct financing to subsovereign, quasi-sovereign and state-owned enterprises to respond to the 
decentralization process taking place in many countries; 

 
• Local currency financing to address potential mismatches between borrowing and income streams; 

 
• A refinancing facility to allow for restructuring and/or expansion of projects; and 

 
• New forms of cofinancing involving active financial syndications and risk-sharing with commercial 

financing partners. 
 
 Institutional reform and managing for development results.  At a broader level, ADB is committed to 
development effectiveness through a broad-ranging reform effort. These reforms involve (i) improving 
operational policies, strategies, and approaches; (ii) mainstreaming management for development results 
(MfDR); (iii) refining business processes and organizational structures; (iv) improving systems for managing 
knowledge; and (v) improving human resource (HR) management systems and processes. ADB’s Action Plan 
for managing for development results (MfDR) focuses attention on results at country, institutional, and 
partnership levels. ADB requires that all new country strategies and programs (CSPs) be results-oriented; that 
they clearly identify objectives and describe a credible plan for achieving them; and that they specify time-bound 
indicators to assist in monitoring and evaluating. For ADB, real progress depends on developing the capacities of 
its DMCs to manage for development results. This includes the sustainable capacity to measure, monitor, and 
manage for results, with specific reference to strategic planning, public expenditure management, monitoring 
and evaluation, and statistical reporting. Complementary to this, ADB is continuing to build its own internal 
awareness, skills, and capacities. 
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Conclusion 
 
 Continuing vision of a region free of poverty.  Over the last four decades, ADB investments in Asia and 
the Pacific have significantly contributed to economic and social development. Last year, in a comprehensive 
review of its Poverty Reduction Strategy, ADB reaffirmed its vision of an Asia and Pacific region free of 
poverty. ADB’s commitment to reducing poverty and achieving the MDGs in Asia and the Pacific is 
unwavering. However, ADB also recognizes the magnitude of the challenges that lie ahead. Dynamic changes 
throughout the region make it essential that ADB increase its own effectiveness. ADB is achieving this by 
becoming more relevant, more responsive, and more results-oriented in the interests of all its shareholders. 
 
 Need for scaling up assistance and increasing development effectiveness.  Given that the majority of the 
world’s poor live in Asia and the Pacific, it is essential that the international community maintain a strong focus 
on reducing poverty in the region in order to achieve the MDGs. While the record of performance on poverty 
reduction in the region has been exceptional, far too many people continue to live in poverty. Further, given the 
large number of poor people who live in developing Asia, the MDGs cannot be achieved at the global level if 
they are not achieved in this region. ADB, in close collaboration with development partners, is committed to 
addressing the formidable challenges to further economic and social development that continue to exist in Asia 
and the Pacific. Ultimately, this will require that development partners commit to a significant scaling up of 
development assistance and an ever-increasing focus on achieving results. 
 
 
Statement by Mr. Louis Michel, Commissioner for Development and Humanitarian Aid, European 
Commission 
 
EU Development Policy and Africa Strategy 
 
 As one of Africa’s long-standing partners, the European Commission welcomes the emergence of a 
global consensus determined to support Africa in its efforts to reach the UN Millennium Development Goals 
(MDGs). The struggle to reverse and overcome the vicious circle of violent conflicts, bad governance, poverty, 
disease, and environmental degradation affecting Africa is increasingly accepted as a shared global 
responsibility. Indeed, to help Africa becoming a more peaceful, democratic and prosperous continent also has 
major positive political, social and economic implications for the rest of the world, including Europe, Africa’s 
next-door neighbour. 
 
 We share with the World Bank and other development partners the objective to make the year 2005 the 
starting point for a decade that will see Africa achieve the MDGs. In the coming years we aim at reinforcing 
donors’ partnership and develop synergies between the policies and actions outlined notably in the World Bank’s 
Africa Action Plan and the new EU Strategy for Africa. 
 
 At our last meeting in April, I outlined the EU contribution to this ambitious endeavour: a common 
European position on attaining the MDGs, on financing for development, on policy coherence and on Africa. 
Five months later, those plans have already become tangible. The European Council has endorsed the 
Commission’s proposal for new targets for Official Development Assistance (ODA): collectively 0.56% of GNI 
by 2010 and 0.7% by 2015. Compared to what is expected in 2006, by 2010 this will translate in an estimated 
additional annual €20 billion in EU ODA, and by 2015 an additional annual €38 billion. At least 50% of this 
increase will flow to the African continent. 
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 In addition, the EU is in the process of establishing a common and comprehensive development policy, 
applying for the first time to all its 25 Member States and the European Commission, which I expect will be 
adopted by Member States in December 2005. Finally, the Commission services are also currently working on a 
proposal for a new EU Africa Strategy, which will be adopted on 12 October, at a joint meeting with the 
Commission of the African Union (AU). The EU Strategy for Africa, once endorsed by the December 2005 
European Council, will provide a framework for the EU assistance to Africa’s efforts to reach the MDGs by the 
target year of 2015. Its main features are summarised below. 
 
Focal Areas of the EU Strategy for Africa 
 
 The EU Strategy for Africa addresses a number of crucial issues for the ability of African countries to 
reach the MDGs, including key policy areas, more financial resources, and increased aid effectiveness. 
 
 These central policy areas are (i) the MDGs themselves, as well as (ii) the political and (iii) the 
economic prerequisites for achieving them: peace and security and good governance on the one hand, economic 
growth and interconnection on the other. 
 
 MDGS 
 
 On the MDGs themselves, the Community will continue to engage in a number of areas, including:  
 

• Reducing inequalities and increasing social cohesion in an environment of rapid urbanisation and 
large-scale migration. 

 
• Making basic services in health, water and sanitation and communications available and affordable 

or the poorest. 
 

• Safeguarding the natural environment and biodiversity. 
 
 Peace, Security and Good Governance 
 
 Violent conflict is a barrier to reaching any of the MDGs. More efforts must be done to promote peace 
and security in all stages of the conflict cycle, from conflict prevention, via conflict management to conflict 
resolution and post-conflict reconstruction. In recent years we have seen that Africa wants and can plan, lead and 
conduct its own peace-support operations. The Africa Union has decisively assumed responsibility and 
leadership for the African peace and security agenda, most recently through its management of the Darfur crisis. 
The EU-funded Peace Facility for Africa (250 M€), created in 2004, has already been used to finance peace 
support missions in Darfur and the Central African Republic as well as to support capacity building for the AU 
Peace and Security Directorate. It is our intention to maintain and reinforce the Facility. 
 
 On good governance, we will propose a Governance Initiative to help strengthen the African Peer 
Review Mechanism (APRM) process and provide support for the implementation of APRM-driven reforms. This 
includes the strengthening of local institutions at all levels, fighting corruption and promoting transparency. The 
creation of an EU-Africa Forum on human rights is also envisaged. 
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 Economic Growth, Trade and Interconnection 
 
 A sufficiently rapid, strong and sustained economic growth is essential to achieve the MDGs. The recent 
improvements in economic performance in Africa are most welcome, but far from sufficient.  The EU Africa 
Strategy will support countries in their endeavour to stimulate growth by implementing macroeconomic and 
structural policies that encourage private investment and pro-poor growth. 
 
 The private sector is an indispensable actor in the promotion of sustainable long term development. In 
the context of the EU Strategy for Africa, we intend to promote a Euro-African Business Forum, bringing 
together entrepreneurs and public and private investors from both Europe and Africa. The competitiveness and 
productivity of African agriculture will also receive particular attention. 
 
 Trade is an essential factor of growth, and we will support both Africa’s North-South and South-South 
relations. 
 
 The EC and World Bank’s assessment of the state of play of the Doha Development Agenda (DDA) 
largely coincide. We share the sense of urgency, with a view to the Hong Kong Ministerial meeting in December 
and we remain committed to making sure that the DDA results are development friendly. 
 
 The crucial agricultural negotiations are not the only area where developing countries stand to gain. We 
hope to see quick progress in particular in the cotton sector, where our support programmes can speed up 
operations and increase competitiveness. Equally important is a balanced liberalisation, including among 
developing countries themselves, in non-agricultural market access (NAMA) or some of the services where 
developing countries have a good potential. Trade facilitation can dramatically reduce the cost of crossing 
borders. 
 
 Concerning the Least Developed Countries (LDCs), we call on all industrialised countries to follow in 
the steps of EU, and effectively grant duty and quota-free market access to LDCs. 
 
 Aid for trade and trade adjustment needs should be fully part of the development cooperation dialogue. 
President Barroso at Gleneagles announced that the EC targets to spend € 1 bn per year on Trade Related 
Assistance and related infrastructure. We also support a strengthened and improved Integrated Framework that 
should assist LDCs and other developing countries and give attention to regional integration issues, as 
recommended in the IMF/WB joint Trade Progress Report entitled “Doha Development Agenda and Aid for 
Trade”. 
 
 We actively promote also regional and bilateral trade. Building more efficient regional markets is at the 
heart of the concept of the Economic Partnership Agreements (EPAs) we are currently negotiating with four 
Sub-Saharan regions of Africa, as well as the Caribbean and the Pacific. These agreements respect the 
development needs and constraints of African economies and are accompanied by a wider EPA process, aimed 
at establishing a stable, efficient and harmonised business and investment-friendly environment. This is a 
specific area where we look forward to intensifying our cooperation with other donors at country and regional 
level and to improving consistency between the two levels. 
 
 Barriers to transport and communication services, energy, water, and sanitation constrain economic 
growth and must be removed and interconnectivity at continental and regional level fostered. Missing links need 
to be mended, transport policies harmonised, integrated cross-border water and energy infrastructure and 
management set up, the digital divide bridged at all levels. In order to provide comprehensive and coherent 
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support for efforts in these areas, we intend to establish a Partnership for Infrastructure. Stronger regional 
interconnections will benefit trade and regional integration but also social sectors such as education and health. 
 
 This partnership should also provide a good example of how the EU will push concretely the agenda of 
aid effectiveness. By strengthening coordination among the EC and the 25 Members States and gradually 
pooling our means, we will enhance the EU’s efficiency and contribute strongly to the efforts made by the 
international donor community in this field. 
 
 Indeed, in the area of aid effectiveness, important progress has already been made, most recently at the 
March 2005 High Level Forum on Aid Effectiveness in Paris. To advance things further, the EU envisages an 
Action Plan on Aid Effectiveness to be applied in Africa as a priority. 
 
 This Action Plan will outline concrete proposals for improving operational coordination between donors, 
facilitating the agreement on individual country roadmaps for harmonization, the adoption of joint programming 
documents, and the development of common procedures. Budget support, when our partners’ public expenditure 
management systems allow it, should be the privileged instrument to make aid delivery more transparent, 
predictable and result-oriented. 
 
 There is a very large convergence between the WB AAP and the EU strategy for Africa, in particular 
concerning what the Bank calls "the drivers of shared growth" (private sector, export promotion, infrastructure, 
health, education etc) or "partnership agenda" (cooperation, coordination, harmonisation). There is also high 
complementarity, insofar as the EU strategy reserves a more prominent role to the political challenges of peace 
and security and governance beyond economic governance, for example concerning the electoral process and 
institution building. Regional integration and regional trade are high priorities for the EU and they are seen as 
instruments both for peace and stability and for wider, progressive multilateral liberalisation. 
 
 The task ahead amounts to a full scale war on poverty at continental scale. It is one that can we can only 
hope to win if we succeed in working together from the beginning to the very end. 
 
 
Statement by Mr. Lennart Båge, President, International Fund for Agricultural Development 
 
 We meet here a little more than a week after the largest gathering in history of world leaders, the 2005 
World Summit.  These leaders, faced with the sobering assessment that many countries are not on track to 
achieve the Millennium Development Goals (MDGs), strongly reaffirmed their determination to achieve the 
goals in a full and timely fashion.  The preparations for the Summit created an unprecedented, unified, global 
momentum in favor of more robust, targeted, and strategic action to end poverty, along with expanded resources, 
and measures to ensure effectiveness and accountability.  The challenge, going forward, is to accelerate and 
sustain this momentum over the next ten years. 
 
 The fact that poverty is concentrated in rural areas, where it disproportionately affects women and 
indigenous peoples, is coming into sharper and sharper focus in our common understanding of the global 
dimensions of the problem.  There is a gap, however, between the fact of rural poverty and existing poverty 
reduction policies, priorities, and investments.  The affirmation by world leaders at the Summit of the need to 
integrate rural and agricultural development into national and international policies is of fundamental importance 
in this regard. 
 
 National and international policies establish the context within which poor rural producers and 
entrepreneurs make their livelihoods. To ensure that such policies benefit poor rural communities, they need to 
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address the barriers that place economic opportunities -- including the benefits of economic growth -- out of the 
reach of those communities.  Specifically, they need to provide for secure access to land and water for 
agricultural production; support natural resource management and conservation; build and ensure access to 
financial services for investment and savings; and expand access to markets, information, and technology.  They 
also need to address social factors that perpetuate exclusion and discrimination. 
 
 To ensure that national and international policies include measures that enable the rural poor to increase 
their incomes and improve their well-being, IFAD is strengthening its own rural poverty assessments, fortifying 
the capacity of developing countries, seeking the integration of agricultural and rural development in Poverty 
Reduction Strategy Processes (PRSPs), and strengthening the capacity of the organizations of the rural poor to 
participate in policy processes. 
 
 To strengthen our own strategic interventions, we are improving the quality of our Country Opportunity 
Strategy Papers (COSOP)38 to provide a better countrywide appraisal of the characteristics and causes rural 
poverty, as well as priorities for program initiatives.  While we have always operated on the basis of country 
ownership and close collaboration with national development partners, we are now expanding our focus on 
strengthening the capacity of developing country actors to design, manage, and evaluate effective rural poverty 
strategies, policies, and programs. 
 
 Several reviews of first generation PRSPs indicate that they have often failed to incorporate rural 
dimensions of poverty reduction.  Where the rural sector is integrated, the strategies have not focused on the 
livelihoods of rural poor people, nor have they taken an intersectoral approach to rural development.  To remedy 
this situation, IFAD is joining with the World Bank, other donors, and farmers’ organizations for an action-
research initiative to identify specific measures to sharpen the rural focus within PRSP.  At both the national and 
international levels, IFAD is working to strengthen the capacity of organizations of rural poor people to 
participate in policy dialogue and priority setting.  In IFAD’s experience, sustainable rural poverty reduction 
cannot be achieved without this empowerment of poor people and their organizations. 
 
 Attention is already shifting ahead to the December ministerial conference of the World Trade 
Organization in Hong Kong, with pressure mounting to bring the Doha Development Round to a successful 
conclusion.  The global trend toward trade liberalization presents particular challenges for the rural poor, who 
risk further impoverishment if they are unable to meet these challenges. It also provides new opportunities, 
whose accessibility to the rural poor depends on their capacity to capitalize on them.  To contribute to reducing 
poverty where it most commonly exists – in rural areas -- aid for trade programs need to be highly targeted on 
small-scale farmers and entrepreneurs.  To achieve this, IFAD is strengthening the business capacity of the rural 
poor and their organizations: helping them to understand how markets work, how to gear their production to the 
demands of potential buyers, how to access markets, and how to negotiate better with private sector 
intermediaries.  It is also supporting innovative approaches to technical and advisory services for the rural poor 
and developing partnerships with the private sector to leverage additional investment and knowledge. 
 
 With respect to the Heavily Indebted Poor Country (HIPC) Debt Initiative, IFAD has committed the 
required debt relief to all 27 countries that have reached their decision point. Total commitments to date stand at 
SDR 190 million (USD 280.5 million) in NPV terms, which amounts to SDR 291.8 million (USD 431.1 million) 
of debt-service relief in nominal terms.  IFAD funds its participation in the HIPC through external contributions 

                                                 
38  A COSOP is an instrument for making strategic choices about IFAD operations in a country and identifying 
opportunities for IFAD financing.  Its central objective is to ensure that IFAD country operations produce a favorable 
impact on poverty.  
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and from its own resources.  IFAD anticipates a potentially major increase in its HIPC costs as a result of the 
extension of the sunset clause and the decision to allow additional countries to join the initiative.  IFAD 
appreciates the consideration that has been given to its request to access the World Bank-administered HIPC 
Trust Fund. We look forward to presenting a paper detailing IFAD’s institutional exposure at the forthcoming 
technical meeting of the HIPC Trust Fund and we are hopeful that a decision will be reached to grant IFAD 
access to the Trust Fund resources.  
 
 IFAD is fully committed to efforts to harmonize development policies, practices, and procedures.  In this 
regard, I am pleased to report the approval in April by IFAD’s Executive Board of a Policy for Sector Wide 
Approaches for Agricultural and Rural Development.  The policy provides for IFAD’s collaboration to build the 
basis for and participate in SWAps in countries where the government has an interest in such an approach.  It 
anticipates that IFAD will contribute value to the SWAp primarily through engagement in policy dialogue in 
areas of critical importance for rural poverty reduction and through technical and operational reviews of progress 
achieved and investment activities planned. 
 
 We are living in an historic moment in which the world community has collectively acknowledged that 
is possible to massively reduce poverty and hunger and has pledged its resources, time, and talent to the 
endeavor.  Let us sustain the momentum that has brought us to this point and fulfill the task that history has 
assigned to us so that, in 2015, we can look back at what has been accomplished and know that the result is a 
more peaceful, secure and just world for all. 
 
 
Statement by Mr. Juan Somavia, Director General, International Labour Office 
 
 Economic growth is essential for job creation. Yet, it has been, and will probably continue to be, 
insufficient to fulfill the commitment we only just renewed in New York – to pursue aggressively an agenda of 
poverty reduction, the bedrock of sustainable growth and development. 
 
 It is consequently all the more significant that the world community has now taken action at the highest 
political level that makes the inextricable linkage between decent work and development.  Heads of state from 
around the globe have declared that “we strongly support fair globalization and resolve to make the goals of full 
and productive employment and decent work for all, including for women and young people, a central objective 
of our relevant national and international policies as well as national development strategies, including poverty 
reduction strategies, as part of our efforts to achieve the Millennium Development Goals.” 
 
 Such commitment is needed.  The aim is to work out of poverty, and decent, productive employment is 
the surest route to poverty reduction. And since growth is needed for the jobs that, in turn, lead to poverty 
reduction, we need to re-forge the link between growth and jobs.  To do that, we need to rethink it.  In my view, 
if there is one overarching question before us, it is this:  how can we pursue the objective of full employment in 
an open and interdependent world economy?  If we don’t find answers, we might end up with a considerably less 
open world economy as protectionist sentiments rise. 
 
 Individuals, families and communities have a right to expect that those in positions of public and private 
authority can come up with a set of policies that give them a fair chance at a decent job.  We need to make 
employment central to economic and social policies if we are to have a globalization where no one is left behind 
and we need to make decent work a global goal. 
 
 The global labour force will grow by over 400 million by 2015, and even a reasonably heady pace of 
employment creation at 40 million per year would reduce the global unemployment rate by only just over one 
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percent in ten years.  Jobs are always being created, of course, yet official unemployment has grown by 26 
percent in the last ten years.  And global unemployment is only the tip of the iceberg:  the number of those who 
work, but who work in poverty is 8 times as high. 
 
 A challenge thus faces us, but so do practical answers.  In fact, a wealth of realistic and realizable policy 
recommendations was put forth in the Report of the World Commission on the Social Dimension of 
Globalization.  Chief among these recommendations was an invitation to the “Executive Heads of the relevant 
UN bodies, the World Bank, the IMF, the WTO and the ILO to address the question of global growth, 
investment and employment creation, through a Policy Coherence Initiative.” 
 
 The ILO is taking a lead in this initiative.  Our constituents include not just governments, but workers 
and employers.  Their expertise lies in the real world, they are used to tradeoffs and compromise, and they know 
first-hand what is at stake if we can’t bring growth and jobs back together.  No institution has all the answers, 
but we all have mandates that oblige us to find solutions together.  We need a coherent approach.  Policy 
coherence sounds like an obvious public good but all too often does not exist.  If the international community, 
working together, can just deliver the convergence of policies that will allow every woman and man to work 
their way out of poverty, the rest will follow.  It is an encouraging sign that our ongoing initiative has been 
enriched by the participation of the IMF, the World Bank, and the agencies of the multilateral system. We have 
our work cut out for us. 
 
 The first challenge has to do with sustaining global growth itself.  IMF projections of 4.3 percent growth 
in 2005 and 4.4 percent growth in 2006 are not dire, but do represent a decline in the growth rate of 5.1 percent 
recorded in 2004.  The problem is, as I noted in my statements to the IMFC and Development Committee 
meetings last April, that even 2004’s higher growth rate was inadequate to absorb all those looking for work into 
productive jobs.  And this leads to an inescapable conclusion:  if growth is 15.5 percent less this year than last, 
employment creation will be further constrained.  In fact, the ILO estimates that the 1.8 percent global 
employment growth in 2004 could slip to a rate of 1.6 percent in 2005. 
 
 And the situation could worsen still more if higher oil prices make a substantial dent in consumption and 
trigger a reduction in output growth.  Already, the lower growth estimate of 4.3 percent for 2005 over the actual 
growth recorded in 2004 was made when oil prices were US$10 – US$15 lower than they currently are.  The 
ILO estimates that for each 1 percent reduction in the global GDP growth rate, between 9 and 10 million fewer 
jobs will be created around the world. 
 
 These growth forecasts thus suggest that the status quo is simply inadequate for reaching the 
international community’s objective of poverty reduction and that greater emphasis on productive employment 
for women and men must be a priority.  It is a priority, moreover, that I am pleased to see beginning to register 
more and more within the multilateral system.  The IMF’s World Economic Outlook (WEO) notes that growth 
alone is not enough when it observes that sub-Saharan Africa recorded its strongest growth performance in over 
a decade in 2004 but that such “growth rates remain well below what is needed to meet the MDGs.” 
 
 A similar growth / jobs disconnect is also a central theme of the Asian Development Bank’s recent 
report, Labour Markets in Asia:  Promoting Full, Productive, and Decent Employment, which makes the point 
that:  “unless the objectives of full, productive, and decent employment become central to policy-making…Asia 
could continue displaying high growth rates of output during the next two decades and still be plagued by huge 
unemployment, underemployment, and poverty.”  This year’s edition of UNIFEM’s flagship publication, 
Progress of the World’s Women 2005:  Women, Work and Poverty observes with equal resonance that decent 
work for women in the informal economy is the surest route out of poverty. 
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 Productive investment fuels economic growth and is the engine of employment creation.  The World 
Bank’s World Development Report for 2005, devoted to investment, was thus particularly appropriate.  It is thus 
all the more worrying, as the WEO points out, that “global saving and investment are near historic lows”, and 
this, for a variety of reasons, not least among them “the slump in investment in Asian economies (excluding 
China) in the aftermath of the regional financial crisis.”  In view of the fact that the onset of that crisis is now 
eight years in the past, the message is a stark one:  labour markets and the productive investment that makes 
them grow take a long time to recover from disturbances in international financial markets.  A new policy 
paradigm needs to focus on a stable climate for investment and entrepreneurship, employment, income 
generation and decent work for all who want it. 
 
 To promote the goal of decent work for all who want it, macroeconomic stability is necessary but not 
sufficient.  There are other important factors that determine who will benefit from the growth that ought to come 
from macroeconomic stability.  The World Bank’s concept of “shared growth” is relevant here, as is the WDR 
2006 focus on equity.  Both relate to distributional concerns, and distributional concerns are addressed by 
institutions.  As the WEO rightly observes:  “with considerable progress having been made toward a stable 
macroeconomic environment – an essential precondition for sustained growth – the challenge has increasingly 
become how to improve the quality of domestic institutional frameworks (such as stronger property rights, lower 
corruption and better governance).”  Institutions and the policies that shape them matter for investment and 
growth and consequently for decent jobs.  And the design of such policies and institutions, however historically 
and culturally determined, begins at home. 
 
 The agenda of trade reform, debt relief, and increased aid is of course vital to the aim of promoting 
productive employment.  Institutions can improve the outcomes of this agenda when they are applied to 
interventions on both the supply and demand sides of the labour market. 
 
 For example, capital needs to reach those who can make the most efficient use of it in an environment 
free from excessive regulatory burdens, to be sure, but also one in which property rights are protected.  And this 
is as true of the informal economy as it is of the formal one. 
 
 But beyond property rights, human rights are also basic to the development of institutions that govern 
exchange on free markets.  Fundamental principles and rights at work are vital especially to people who have no 
or few other assets other than their labour. Achieving the right balance between excessive regulation and a 
regulatory vacuum in which pure market power determines the terms of exchange is a perennial challenge.  The 
institutional framework for employment is particularly important given the social as well as economic 
significance of the presence or absence of decent work to individuals or families or communities or countries. 
 
 The objective needs to be to increase the employment intensity of growth without, however, sacrificing 
the productivity with which people work.  This happens when growth itself is boosted:  consider, for example, 
the favourable impact on jobs, earnings, and growth when workers in the informal economy are provided with 
better access to credit. 
 
 It is true that technology choice, even at the expense of employment creation, is a “given” for those 
firms in the formal economy which compete in global markets.  But the scope for productive employment 
creation is far broader than whatever might be the constraints of “globalization”.  In this regard, both sectoral 
policy and local initiatives matter.  A focus on rural development, both on- and off-farm, as well as on 
infrastructure are activities that are both labour-absorbing and can have both direct and indirect opportunities for 
employment expansion is warranted.  For example, our work at the ILO shows that labour-based rather than 
equipment-based methodologies in infrastructure development convey both direct employment and income-
generating advantages, as well as indirect advantages for local economic dynamism – the more people with 
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incomes to consume, the more vibrant a local economy, a simple message yet one that policies have often failed 
to address. 
 
 Macroeconomic stability matters, but it is not enough.  Growth matters, but it is not enough. There are, 
in my view, two fundamental needs – two litmus tests for successful governance.  The first is that economic 
policies ought not to be viewed in isolation from their social consequences.  The latter cannot be viewed as a 
residual outcome of the former.  States, for example, should proceed cautiously with trade liberalization while 
enhancing the preparedness of the labour market to adjust. And we need to do a much better job at looking at this 
bigger picture.  Second, and more challenging, all economic and social policies ought in a prior sense to be 
evaluated with one critical yardstick:   how closer do they bring us to the objective of full and productive 
employment and decent work for all – the core concern of development and the fundamental aspiration of 
people. 
 
 
Statement by Dr. Ahmad Mohammad Ali, President of the Islamic Development Bank Group 
 
 On behalf of the Islamic Development Bank (IsDB) Group, I would like to extend my sincere 
appreciation for the invitation to attend the 72nd meeting of the Development Committee. This session of the 
Development Committee is significant in many ways. 
 
 It is taking place immediately after the 60th anniversary of the UN and against the backdrop of a 
decelerating global growth which is attributable to many reasons including the hike in oil prices. The meeting 
has also a special significance as it relates to Africa and its action plan along with aid and trade issues in Doha 
Round. Many of the current issues which directly affect the development prospects of our member countries are 
also being discussed. Infrastructure, conditionality, PRS review and the impact of climate change have all 
developmental implication and are of major concerns to many of our member countries. 
 
 Accordingly, I would like to take this opportunity to briefly review the IsDB Group’s point of views and 
to share some of my observations on the issues raised in the agenda of this year's meeting. 
 
Recent Economic Performance 
 
 The world economy experienced one of its strongest years of growth in 2004.  The growth is expected to 
continue in 2005 but at a slower pace, especially for the rest of the year. At an aggregate level, growth prospects 
for industrial countries are estimated to be around 2.5 percent in both 2005 and 2006. Though lower than last 
year’s 3.5 percent, this rate is slightly better than the past 5 years’ average of 2.4 percent. The performance of 
developing countries in general is encouraging. However, their volatility remains high mainly due to the 
country-specific factors. In the Asian region, it is predicted that the whole region expand at 6.6 percent in 2005 
and 2006, with India and China as two of the key players in the region’s economy. In terms of the world trade, it 
experienced a robust expansion into the first half of 2005, though with some pullback from the vigorous 
expansion of 2004. A major development in the world trade has been the downswing in the production cycle of 
high-technology industries which has negatively affected industrial production and world trade. 
 
 In the United States, where output and unemployment gap are essentially closed, the growth is estimated 
to continue at 3.6 percent. The trade balance, which was a major drag on growth in the second half of 2004, also 
improved in 2005 and provided that oil prices do not jump further and the housing market calms gently, the 
overall outlook is mildly positive for the US economy. It is, however, to be noted that the recent devastation 
caused by Hurricane Katrina may have some negative short-run effects on the U.S. economy.  The Japan’s 
economy grew by 1.3 percent in the first half of 2005, following a mild recession in 2004. The euro zone 
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economy also grew by 1.2% in the first half of 2005 and is recovering from a cyclical low in the last quarter of 
2004. The growth outlook of the euro zone economy remains bleak, as persistently high unemployment 
continues to erode consumer confidence and consumption demand.  
 
 The real GDP growth of IsDB Group member countries as a group increased from 3.3 percent in 2001 to 
5.7 percent in 2003 and 5.6 in 2004.  Although the overall economic performance of IsDB Group member 
countries in terms of GDP growth rate was higher than the growth rate of the world as a whole, it remained well 
below the growth rate of developing countries. The IsDB Group Least Developed Member Countries (LDMCs) 
were able to surpass and sustain the average GDP growth rate of the developing countries with a growth of 6.6 
per cent in 2004, which is projected to exceed 6.2 percent in 2005. 
 
 A major development which will have profound impact on both developing and developed countries is 
the rise in energy prices. The price of world crude oil has risen nearly 75 percent since the beginning of 2005.  
Although prices at today’s level were not anticipated, markets now suggest that they will stay high for 
sometimes. The effects of this shock will mainly depend on the resilience and policy actions of different 
countries. Superimposed on this effect is the devastation caused by Hurricane Katrina which would take 
sometimes before its macroeconomic impact could emerge. 
 
 For the IsDB Group member countries, risks and uncertainties arising from recent global developments, 
especially higher energy prices and global financial imbalances, generate concerns for the future economic 
development prospects. Fluctuations in financial variables and a potential economic slow down in the world, 
particularly in E.U and other industrialized countries could setback the gains achieved through wide-ranging 
market reforms, sectoral restructuring, trade liberalization and integration measures implemented over the past 
two or more decades. 
 
Strengthening the Development Partnership and Financing for Achieving the MDGs:  An Africa Action Plan  
 
 Regarding the first item in agenda, the IsDB Group firmly believes that achieving MDGs in its African 
member countries is a daunting challenge.  Eradicating poverty and hunger is a critical and perennial issue 
currently facing them and we raise our concerns over significant gaps in the achievement of the MDGs by IsDB 
member countries, particularly the target of halving the number of people living below US$1 a day by 2015.  In 
Sub-Saharan African member countries, the proportion of the population struggling to survive on $1 per day or 
less has not changed since 1990 and most of them are experiencing a negative and reversal trend toward 
achieving the goal of extreme poverty and hunger. Many of IsDB Group member countries are trapped in a 
downward spiral of contagious diseases, resurgent Malaria, falling food output per person, deteriorating shelter 
conditions and environmental degradation. Moreover, the external challenges such as climate change have 
worsened the situation of LDMCs by increasing food insecurity, spreading diseases and increasing the likelihood 
of natural disasters. 
 
 The IsDB Group welcomes the commitment by African countries to intensify their efforts for promoting 
growth, governance, removing trade barriers, peace and stability.  We also commend the initiatives of donors 
and developed countries to double the amount of aid to Africa by 2010 and debt cancellation heavily indebted 
poor countries. We believe that African countries have made a tremendous progress in their developmental 
efforts. An improved level of accountability and ownership of their development programs, a satisfactory rate of 
economic growth and a better institutional setting are all indicative of how Africa is taking its share of 
responsibility in the development process. The IsDB Group is of the view that in order to reinforce their efforts, 
more fiscal resources are needed to invest in infrastructure, social services, environment, export-led economic 
activities and human capital. 
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 The IsDB Group's past performance was focused toward poverty alleviation and human development.  
In its thirty years of service, 38 per cent of the IsDB Group financing from its ordinary capital resources has 
been devoted to sectors with a relatively greater impact on social development and poverty alleviation, namely 
agriculture, health and education. The development of infrastructure (rural roads, electrification, irrigation, 
public utilities, etc.) has also been accorded high priority as a means to alleviate poverty and promote economic 
growth. To this end, 48 percent of project financing has also taken place in public utilities, transportation and 
communication projects of the IsDB member countries. 
 
 The financing needs of the Sub-Saharan African countries to achieve MDGs are estimated to be $20 
billion in 2006 and are expected to rise to $50 billion in 2015. Though the IsDB Group's resources are far less 
from sufficiency to respond to member countries' financing needs for development, it is considering establishing 
a poverty reduction fund through financial contribution of all member countries to fight against poverty. 
 
 The overall priority accorded to the projects and activities involving the twenty-three LDMCs have been 
a major orientation for the Bank. The highest levels of concessionality are applied to loans made to these 
countries in the form of very low fees charged, together with much longer grace and repayment periods. 
Furthermore, over 50 per cent of Loans which is a concessional facility of the Bank, and over 60 per cent of all 
technical assistance approved was for these countries, mostly in the form of grants. Furthermore, in 2002, the 
IsDB Group pledged to support its least developed African member countries, with an overall financing of 
US$2.0 billion from its resources over a period of five years, under the Ouagadougou Declaration. 
 
 IsDB Group strongly believes that MDGs are too important to fail and it is time to put them on the fast-
track they require and deserve. We also believe that the development partnership has been too slow in 
developing the means to achieve MDGs.  IsDB Group stands ready to mobilize its resources for the Africa 
Action Plan and as always is ready to join hands with other MFIs to further enhance development partnership 
efforts in Africa. 
 
 The IsDB Group supports the future focus of the World Bank in areas related to economic growth, 
improving performance and participation of poor in growth process. We further believe that country based 
frameworks are effective instruments for monitoring performance, and we stand ready to cooperate in building a 
vibrant private sector to push export growth activities and to reduce the gap in infrastructure investment. 
 
Debt Relief and HIPC Initiative 
 
 The IsDB Group shares the concerns of the development community over the unsustainable external 
debt of its low-income member countries and welcomes the new G-8 initiative for a complete write-off of their 
debt and supports that debt cancellation must be part of a financing package to achieve MDGs. 
 
 The IsDB Group believes that more efforts on debt reduction need to be devoted to achieve debt 
sustainability. Only four countries so far have succeeded in getting to ‘sustainable’ levels of debt according to 
the criteria of the HIPC debt-relief programme. The current state of the economic conditions in LDMCs clearly 
signals inability to repay their debt, and their scarcity of domestic financial resources further calls for a continual 
inflow of external funds.  
 
 The importance of a complete debt write-off for IsDB Group member countries become more critical by 
looking at the number of member countries that have already been qualified for debt relief under enhanced HIPC 
initiative.  There are nineteen IsDB Group member countries potentially eligible for debt relief under HIPC 
initiative, of which eight countries have reached completion point, six countries are in the decision point stage 
and five countries are in the pre-decision stage. IsDB Group member countries that have reached the completion 
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point have either received or are in the process of receiving all debt relief under the HIPC initiative. Although 
some member countries have shown improvements in indicators such as debt-to-export ratio, these do not 
necessarily mean that they were effective in poverty reduction or in achieving their MDGs. 
 
 For its part, the IsDB Group has provided its share of relief assistance. In this context, the IsDB Group 
has approved and fully implemented relief packages for some LDMCs such as Benin, Burkina Faso, Cameroon, 
Chad, Gambia, Guinea, Mauritania, Mozambique, Niger, Senegal, Sierra Leone and Uganda. The 
implementation of the IsDB Group debt relief package for Mali is currently in progress. Moreover, there are five 
other member countries (Comoros, Cote d’Ivoire, Somalia, Sudan and Togo) still to be considered for relief. It is 
estimated that four of our member countries have external debt in excess of the HIPC initiative threshold which 
aggregates to US$ 500 million in NPV terms. Some others still retain excessive debt owed to official creditors 
(such as Bretton Woods Institutions) even after relief. A few of our middle-income countries are also in similar 
situation received little or no debt relief. 
 
 The challenge faced by the MFIs for a complete write-off of the low-income countries’ debt with its 
enormous cost implications is considerable. The IsDB Group stands ready to assist its member countries and 
provide its technical assistance for improving their governance.  We share the view that without efficient fiscal 
practices, greater accountability and transparency, efficient financial markets, and a sound risk management 
framework their growth efforts would be hampered and the achievements of MDGs would be largely in 
jeopardy. The IsDB Group also takes into account the fact that unless the developed countries commit 
themselves to a continual inflow of the funds to make up the losses of MFIs resulting from debt write-off, their 
future role in development assistance would be in large ambiguous. The IsDB Group further believes that the 
success of the global initiative for debt cancellation also depends on a well designed mechanism for preserving 
the ability of MFIs to provide further concessional funding in the future. 
 
Doha Development Agenda and Aid for Trade 
 
 Regarding the Doha Development Agenda and Aid for Trade, the IsDB Group is of the view that the 
Doha agenda should ultimately remove developing countries' supply-side constraints, improve their trade 
infrastructure, diversify their export capacities and enhance their overall productivity and competitiveness. 
 
 The IsDB member countries' share of world trade and intra-trade are estimated to be around 7 and to 12 
percent, respectively.  Moreover, the past trends do not show a reversing pattern and continue to stagnate or even 
decline. As the spirit of dynamism and competitiveness evolves toward manufacturing in other parts of the 
world, the majority of IsDB member countries, especially the LDMCs, remain mainly dependent upon exports of 
primary commodities. Appropriate initiatives could be considered in the Doha Development Context to boost the 
share of trade of developing countries, including IsDB member countries in the world trade. 
 
 In line with the development policies of developing countries, an MDG-based international trade policy, 
should focus on improved market access and terms of trade for poorer countries and on improving supply-side 
competitiveness for low-income member countries' export, through increased investment in infrastructure, trade 
facilitation and capacity building. To establish such an overarching framework for development, the Ministerial 
Meeting of WTO in December of 2005 could set a reasonable time horizon for the total removal of barriers to 
merchandise trade, a substantial and across-the-border liberalization of trade in services, and the universal 
enforcement of the principles of reciprocity and nondiscrimination, taking into account the special and 
differential treatment clause of developing countries. Specifically and within the context of the Doha 
Development Agenda and its Goals, IsDB Group supports the future consideration of the following issues. 
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 In agricultural trade issues, improved market access with significant reduction in tariff peaks, escalation 
and the phasing out of specific duties on the export goods is crucial for developing countries. This is particularly 
true for some of the agricultural commodities exports such as cotton and sugar. In terms of services, the issue of 
liberalizing of temporary movement of labor to provide services to developed world should be adopted as a high 
priority in the Doha round and supports the efforts of developing member countries to further facilitating cross-
border supply of services and foreign direct investment. Moreover, Special and Differential Treatment must be 
made to work better for developing countries by making resort to legal disputes conditional on assessing 
development concerns. 
 
 The concept of "Aid for Trade" is a way to strengthen the trade infrastructure, reduce supply-side 
constraints, and address the adjustment costs associated with the implementation of Doha Reform Agenda is 
quite crucial for a steady economic growth in the developing countries, including IsDB member countries. We 
express our support for the World Bank and IMF’s activities for “aid for trade” in the areas of technical 
assistance, capacity building, institutional reforms and other related areas.  We also welcome the significant 
progress made on aid for trade, especially the projected increase in trade lending and in the Integrated 
Framework (IF) of Trade-related Technical Assistance to assist least developed member countries. The IsDB 
Group stands ready to support the enhanced IF initiative and to further contribute to the strategic partnership 
within multilateral agencies. The IsDB Group is ready to take its share of responsibility and strengthen its 
technical assistance activities with respect to aid for trade to its member countries. 
 
Aid Financing and Aid Effectiveness 
 
 The critical role of external aid in the economic growth and development of developing countries can 
hardly be overemphasized. Aid promotes economic growth and advances specific sectors when it is directed to 
real investments in countries with reasonable governance. The IsDB Group supports the view that to increase the 
growth, and to make considerable progress towards the Millennium Development Goals, the volume and quality 
of external aid to its member countries, especially those in Sub-Saharan Africa needs to be substantially 
improved. 
 
 The IsDB Group stands ready to further strengthen its support and cooperation with the international 
community to make the system of aid financing and its effectiveness more efficient. This is in accordance with 
the Bank’s existing policies and initiatives of actively seeking collaboration and cooperation with its member 
countries, regional and international development partners. In this context a number of improvements have been 
enacted to make our development assistance more effective. The Bank has increased its emphasis on 
strengthening institutional capacity building and governance in member countries. It also periodically reviews 
the financing policies, delivery procedures and reviewing impact of assistance on target population in general 
and on national economy in particular. Most of our financing activities have direct impact on MDGs in our 
member countries, and sectoral needs are periodically reviewed to assess their further needs. The level of 
coordination with its stakeholders and an enhanced partnership has already started and will be supported in the 
future as well.  Being conscious of the expectations of its stakeholders, the IsDB Group has re-oriented its focus 
towards devising an effective implementation mechanism, as highlighted in its Strategic Plan. 
 
 IsDB Group’s financing activities and its resource mobilization are expanding at a rapid pace. While the 
value of ODA in real terms has not been increased recently, and the FDI does not provide a significant portion of 
our member countries’ financing need, the IsDB has increased its net approved operation from US$3.6 billion in 
2003-2004 to US$4.9 in 2004-2005. Moreover, with the success of recently launched tradable bonds compatible 
to the principles of Islamic Shari’ah (called Sukuk), the IsDB Group is in the process of raising more funds from 
the international markets to further enhance the level of its financing and thereby support the developmental 
activities of its member countries. The concessional funding for our LDMCs continues its operation providing 
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interest free and long-term loans and the IsDB Group’s cumulative amount of financing for its LDMCs up to 
2004-2005 stands at US$6.8 billion.  
 
Infrastructure and The World Bank:  A Progress Report 
 
 With regard to this item of agenda, the IsDB Group stresses the fact that any strategy for growth and 
poverty reduction must take seriously the issue of infrastructure. Problems with roads, rail, ports, air transport, 
energy, telecommunications and other infrastructure are cited by many policy makers, multilateral development 
institutions and business communities as one of the main constraints on economic growth in developing 
countries. 
 
 IsDB Group welcomes the World Bank’s initiative to re-engage in infrastructure through more lending 
and policy advice, and we are pleased with the progress made in its Infrastructure Action Plan. However, a 
number of challenges need to be addressed in the future course of actions of the Bank.  The first issue relates to 
the fiscal constraints of developing countries. Any commitment to infrastructure development should be 
sustained financially.  Moreover, developing countries need more assistance in order to strengthen their 
governance and supply capacities, and mobilizing the potentials of private sector and other civil society 
organizations to contribute to program preparation and implementation of infrastructure development. 
 
 From inception till mid 2004, a large portion of the IsDB Group financing has been devoted to 
infrastructure development of its member countries. In the year 2004, 75 percent of the approved operations 
(US$ 627 million) from our Ordinary Capital resources were allocated to three sectors, namely: public utilities, 
transport & communication and agriculture, with the transport sector experiencing a substantial increase of 22 
percent compared to its previous year. The overall share of cumulative approval of IsDB Group in its thirty years 
of service is estimated to be around 62 percent (US$5 billion) for the above three sectors, excluding its approvals 
for the social sectors. At the ground level the IsDB assistance led to the construction of at least 6,000 km. of 
roads, 3700 water points, 3200 classrooms, 170 health centres and to the development of 250,000 hectares of 
irrigated land in its member countries. IsDB Group further strengthens its operations in infrastructure projects of 
its member countries through its Infrastructure Fund which is established in 2001.  The Fund has focused its 
operational activities on the infrastructure development opportunities and has currently invested US$332 million 
in eight projects in member countries. 
 
Review of the World Bank Conditionality 
 
 Regarding the agenda item on conditionality, the IsDB Group welcomes the way the World Bank paper 
on this long debated issue. We welcome the fact that many challenges and concerns of the developing countries, 
along with their remedies are being addressed in this report. 
 
 The IsDB welcomes substantial reduction in the number of single and aggregate conditionalities of the 
World Bank and the IMF over the last decade. The review undertaken by the World Bank on conditionality 
reveals an impressive and significant reduction of the average number of conditions from 35 to 12 in the last two 
decades. Furthermore, we also welcome the fact that the aggregate conditionality with the IMF has also declined 
in a range of 14 to 25 percent for middle-income and low income countries. In doing so, the World Bank has 
also correctly shifted its focus from macroeconomic adjustment problems to longer term challenges of 
developing countries on matters including ownership, public governance, social sector reforms and capacity 
building. In order to see more harmonization and aid effectiveness, the bilateral donors should also consider 
dismantling their conditionalities as well. 
 



 137

 The IsDB Group welcomes the proposed initiative of the World Bank to interact with borrowers and 
partner countries to further incorporate their concerns in the implementation of conditionalities. The IsDB 
believes that sharing the good practice principles and dissemination of best practices to member countries will 
contribute to reducing the challenges and tensions arising from the implementation phase. 
 
 Finally, the IsDB Group views the conditionality reforms of the World Bank as part of a larger reform 
on lending policies and moving more toward simplification and harmonization of operational policies. We 
support the idea that conditionality should be a tool for the World Bank and other MFIs and the recipient country 
to manage funds for development results and to provide accountability toward their constituencies.   
 
Voice and Participation of Developing and Transition Countries 
 
 The IsDB Group reiterates its full support of the World Bank and IMF initiatives for a broader 
participation of developing countries in the decision-making process of the these institutions. We commend the 
recent initiative of the World Bank in progress of implementation of the Voice Secondment Program and 
enhancing the electronic communication facilities of the Executive Directors. The IsDB Group believes that the 
increase in voting power of developing countries and economies in transition is imperative for establishing a fair 
global economic governance directed toward achieving MDGs.  
 
 The IsDB Group does not really face internally this kind of issue since its membership is composed 
exclusively of developing countries and countries with economies in transition. Unlike some other regional 
development banks, there are no developed countries as non-regional members in the IsDB Group. However, 
some of the issues raised under this subject are also relevant to the IsDB Group. These include mainly the voting 
structure and strength, the capacity for owning programs and projects financed the level of decentralization, the 
degree of transparency, the diversity of staffing, etc. 
 
 Like Bretton Wood institutions and other multilateral development institutions, the voting structure in 
IsDB Group is dependent on the number of shares subscribed. However, the tradition to rely more on consensus 
rather than on majority has facilitated the participation of all IsDB Group member countries in the process of 
decision- making both at the level of the Board of Governors and the Board of Executive Directors. In addition, 
the increase in the number of Executive Directors, the establishment of regional offices and the diversity in 
staffing have improved the participation of LDMCs and member countries in transition from Eastern Europe and 
Central Asia in the activities of the IsDB Group.  
 
 The IsDB Group is fully aware of the concerns expressed by developing countries about the weaknesses 
of their voice in various forums as well as their proposed solutions and is confident of the capacity of both the 
World Bank and IMF to carry forward changes proposed by these countries. We also take note of the complexity 
involved in the Voice issue.  Needless to say, the IsDB Group stands ready to learn from the experience of 
Bretton Wood institutions and other organizations in different areas such as the inclusion of a better 
communication channels in Bank-financed projects, an improved representation of member countries national at 
the senior management levels of the Bank as well as the measures to improve its Board’s effectiveness. 
 
The 2005 Review of the Poverty Reduction Strategy (PRS) Approach 
 
 Against the backdrop of the need to improve the PRS design with a view to deliver poverty reduction 
results, study of the impact of PRS on poverty reduction of developing country on a case by case basis is 
appropriate. It is also quite encouraging that the World Bank has reported the preparation of poverty reduction 
strategies by 49 countries. As the report indicates there are ten more countries that are in the process of preparing 
and eleven countries have produced interim strategies. 
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 Countries’ development models should properly address their continued commitment to institutional 
changes and capacity building as well as strengthening governance and their accountability. A main issue in 
poverty reduction strategies is the lack of strong linkages to achieving MDGs and in some countries the link 
between PRS and the national budget could be inadequate due to the incomplete costing of programmes in 
budget considerations. 
 
 PRS appears as the core framework for harmonizing and aligning donor assistance and a vehicle for 
prioritising capacity building needs that are essential for improving aid effectiveness. Furthermore, PRS review 
and conditionality review should be linked together.  The PRS review could also examine the full impact of 
conditionality on the PRSP process, content and its outcome. 
 
 To address the current challenges in PRS, IsDB Group supports the idea that all countries engage in 
preparing MDG-based PRS assessment through 2015 as a basis for a 10-year policy framework. This policy 
framework should then guide the more detailed and shorter term MDG-based poverty reduction strategy. 
 
 The World Bank and IMF could organize their technical efforts around supporting countries to develop 
and implement MDG-based poverty reduction strategies. We recommend that agency specialists be trained to 
complement their existing sector-specific knowledge with basic skills to support country-level budgeting 
processes.  The UN Development Group can play a major role in mobilizing its human resources to support the 
governments to achieve the Goals. 
 
 In addition to supporting fast track countries, we recommend that interested developing countries 
produce, before the end of 2005, an MDG needs assessment and an MDG-based poverty reduction strategy.  
This strategy may contain for enhanced investment at the village, town, and city levels, a financing scenario, and 
a governance strategy to ensure implementation of the program with minimized leakages.  The host country 
could lead and own the effort to design the MDG strategy, drawing in civil society organizations; bilateral 
donors, the UN specialized agencies, the World Bank and the IMF, and relevant regional development banks. 
 
 We also believe that the development partnership needs to focus more on MDG-based aid process 
approach to reducing poverty and the partnership process should be looked at as a long-term process and much 
beyond the time frame in the majority of PRSPs. 
 
Climate Change, Energy and the World Bank 
 
 IsDB Group welcomes the initiative of the World Bank to address the issue of environment preservation 
in general and the issue of climate change in particular in this year’s meeting.  Environmental issues are 
important to consider for forging sustainable development. Weather-related disasters brought on by land 
clearing, deforestation, and climate change are catastrophic for the world’s poorest citizens; environmental 
degradation is exacerbating poverty and further contributing to global instability. The IsDB Group believes that 
achievements in the fight against disease, hunger, poverty, and environmental degradation risk are being 
unraveled by climate change. 
 
 Climate change is of particular concern to the IsDB Group member countries, especially those in Africa 
and Central Asia. The weather is becoming more volatile and rains seem to be falling more frequently in parts of 
Africa. Current predictions indicate that Africa will get warmer at a rate of 0.2-0.5 C per decade, making its 
tropical region wetter and the northern and southern latitudes drier.  The incidence such as rising sea-level, 
coastal erosion, flooding, salt water intrusion and changing ecosystems will have a profound impact on coastal 
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communities and the economies of IsDB Group member countries in the years to come and they will negatively 
affect agricultural productivity, food, water and energy security. 
 
 Over the past two decades, floods and other weather-related disasters were among factors prompting 
some 10 million people to migrate from Bangladesh to India. In Mozambique devastating floods made half 
million homeless and caused economic growth to fall from eight percent to 2 percent in year 2000. Recently, the 
incidence of Tsunami took the life of many people and left a huge economic burden to a number of our member 
countries. 
 
 We support the view that the development community must take immediate actions to mitigate climate 
change by stabilizing greenhouse gas emissions. In this context, high-income and some of the rapidly growing 
middle-income countries should address unsustainable patterns of consumption and production, and to a large 
extent, the financial burden for mitigating climate change impacts. 
 
 The IsDB Group stresses the fact that more resources are needed to improve scientific understanding of 
climate change and support the capacity building of research institutions in developing countries to improve 
climate observation and helping to respond to the effects of climate change. Moreover, we support the World 
Bank and governments in our member countries to include the consideration of climate change in their poverty 
reduction strategies in the future. 
 
 We are confident that the outcome of the meeting will provide an opportunity to the IsDB group and its 
member countries to shares development knowledge and institutional experience, with a view to further 
coordinating and focusing efforts in enhancing the effectiveness of our development financing. 
 
 With these, I wish the 72nd meeting of the Development Committee every success. 
 
 
Statement by Mr. Richard Manning, Chairman – OECD Development Assistance Committee (DAC) 
 
 In this year of development we have already seen major progress on commitments to deliver more aid 
and to do so more effectively.  This statement focuses on the commitments of the developed countries 
represented in the OECD Development Assistance Committee.  It covers:  

• Financing for Achieving the MDGs: 
 

o commitments made by DAC donors; 
 

o how aid flows will be ‘scaled up’; 
 

o how aid can be delivered more effectively to achieve results; 
 

• DAC work on Aid for Trade. 
 
Commitments by DAC Donors 
 
 On the assumption that DAC Members deliver on their public statements, the latest simulation by the 
DAC Secretariat indicates that Official Development Assistance (ODA) from OECD donors will increase by 
US$ 50 billion in round numbers, from a little under US$ 80 billion in 2004 to approaching US$ 130 billion in 
2010 (see Chart and Table). Moreover donors outside the DAC are also increasing their aid volumes. We do not 
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have comprehensive information, but of note are the commitments by the ten new members of the EU to raise 
their aid to 0.33% of their national income by 2015, and China’s announcement at the UN summit of a 
US$ 10 billion programme for infrastructure, along with technical co-operation and debt relief. 
 

DAC Members' net ODA 1990 - 2004 and DAC Secretariat simulations of net ODA to 2006 and 2010
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($ m) Per cent ($ m) Per cent
Austria  678 0.23% 0.33% in 2006 and 0.51% in 2010 1 000 0.33%  322 48% 1 673 0.51%  995 147%
Belgium 1 1 463 0.41% 0.7% in 2010 1 815 0.49%  351 24% 2 807 0.70% 1 344 92%
Denmark 2 037 0.85% Minimum 0.8% 2 037 0.81%  0 0% 2 185 0.80%  148 7%
Finland 1 2  655 0.35% 0.44% in 2007 and 0.7% in 2010  797 0.41%  141 22% 1 475 0.70%  820 125%
France 1 8 475 0.42% 0.5% in 2007 and 0.7% in 2012 9 877 0.47% 1 403 17% 13 885 0.61% 5 410 64%
Germany 7 534 0.28% 0.33% in 2006 and 0.51% in 2010 9 271 0.33% 1 737 23% 15 509 0.51% 7 975 106%
Greece  465 0.23% 0.33% in 2006 and 0.51% in 2010  715 0.33%  251 54% 1 196 0.51%  732 158%
Ireland  586 0.39% 0.5% in 2007 and 0.7% in 2012  731 0.44%  146 25% 1 072 0.60%  486 83%
Italy 2 462 0.15% 0.33% in 2006 and 0.51% in 2010 5 537 0.33% 3 075 125% 9 262 0.51% 6 801 276%
Luxembourg 1  241 0.85% 1% in 2009  275 0.91%  34 14%  327 1.00%  87 36%
Netherlands 4 235 0.74% Minimum 0.8% 7 4 801 0.82%  567 13% 5 070 0.80%  836 20%
Portugal 3 1 031 0.63% 0.33% in 2006 and 0.51% in 2010  558 0.33% - 474 -46%  933 0.51% - 98 -10%
Spain 1 2 2 547 0.26% 0.5% in 2008 and 0.7% in 2012 3 446 0.33%  899 35% 6 687 0.59% 4 140 163%
Sweden 2 722 0.78% 1% in 2006 3 719 1.00%  997 37% 4 025 1.00% 1 303 48%
United Kingdom 1 2 7 836 0.36% 0.47% in 2007-08 and 0.7% in 2013 9 553 0.42% 1 716 22% 14 525 0.59% 6 689 85%
EU Members, Total 42 966 0.35% 54 132 0.43% 11 166 26% 80 633 0.59% 37 667 88%
Australia 1 465 0.25% 0.36% in 2010 1 768 0.28%  303 21% 2 460 0.36%  995 68%
Canada 2 537 0.26% 8% annual increase until 2010 2 959 0.29%  422 17% 4 026 0.36% 1 489 59%
Japan 4 8 859 0.19% See footnote 4 9 859 0.20% 1 000 11% 11 859 0.22% 3 000 34%
New Zealand  210 0.23%0.27% in 2005-06 and 0.28% in 2007-08  262 0.27%  51 24%  294 0.28%  84 40%
Norway 2 200 0.87% 1% over 2006-09 2 657 1.00%  458 21% 2 876 1.00%  677 31%
Switzerland 5 1 545 0.41% See footnote 5 1 596 0.41%  51 3% 1 728 0.41%  183 12%
United States 6 18 999 0.16% See footnote 6 24 000 0.19% 5 001 26% 24 000 0.18% 5 001 26%

DAC Members, Total 78 780 0.25% 97 233 0.30% 18 453 23% 127 876 0.36% 49 096 62%

7  The Netherlands' ODA in 2004 was below its target, as India repaid all its outstanding Dutch aid loans.  The Netherlands intends to maintain its target of 0.8% of GNI, on average, over the period 2004-07.

4 Japan intends to increase its ODA volume by $10 billion in aggregate over the next five years (2005 - 2009) compared to its net ODA in 2004. The Secretariat's estimate assumes $1 billion extra in 2006 and $3 billion extra in 
5  Switzerland's ODA will increase by 8% in nominal terms from 2005 to 2008. A new goal will be determined for the following years. The Secretariat's estimate assumes maintenance of 0.41% of GNI in 2006 and 2010.
6 Secretariat estimate based on 2004 ODA plus $5 billion per annum to cover the Gleneagles G8 commitments on increased aid to Africa, Millennium Challenge Account, and initiatives on HIV/AIDS, malaria and humanitarian 

1 ODA/GNI ratios interpolated between 2004 and year target scheduled to be attained.
2  Finland aim to achieve 0.7% by 2010 'subject to economic circumstances';  Spain aim for a minimum of 0.5% by 2008, with the intention then to aim for 0.7% by 2012; the UK has announced a timetable to reach 0.7% by 
3  Portugal's ODA in 2004 was above trend due to an exceptional debt relief operation for Angola.

ODA/GNI Net ODA ODA/GNI

Real change in ODA 
compared with 2004

Real change in ODA 
compared with 2004

Net ODACountry

OECD-DAC Secretariat Simulation of DAC Members’ Net ODA Volumes in 2006 and 2010 
In constant 2004 US$ million

2004 2006 2010
Assumptions

20 September 2005

Net ODA 
(provisional) ODA/GNI

The data below are not forecasts, but Secretariat projections based on public announcements by member countries of the OECD’s Development Assistance Committee (DAC).  The key figures from such 
announcements are shown as "Assumptions".  To calculate net ODA and ODA/GNI ratios requires projections for GNI for 2006 and 2010.  For 2006 the projections of real growth for each country are taken 
from the OECD Economic Outlook No. 77 (May 2005) Annex Table 1.  For the period 2006-10, real annual GNI growth of 2% is assumed for all countries.  While calculations have been discussed at 
technical level with national authorities, the DAC Secretariat is responsible for the methodology and the final published results.
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 In other words we can expect to see the largest expansion in ODA as measured by the DAC since the 
Committee was formed in 1960, even though as a proportion of Gross National Income, the level in 2010 (0.36% 
for DAC members as a whole) remains well below the level of over 0.50% achieved in the early years of the 
Committee’s existence. 
 
 The sharpest percentage increase is likely to be in Africa, to the tune of an additional US$ 25 billion, 
taking the level of aid to that continent alone to over US$ 50 billion in 2010. Already, several OECD countries 
have announced that they will double their aid to Africa over the next few years. 
 
 These figures are impressive, but they need to be treated with some caution. In the first place for many 
donors they imply that aid will be perhaps the most rapidly rising element of public spending year after year. 
Given the pressures on public budgets in many OECD countries, delivering such increases will be a stiff 
challenge. And it emphasises the importance of showing the results that aid achieves, so as to strengthen and 
maintain public support. The joint work between the MDBs and the DAC on results and improving the quality of 
national statistics showing those results will be a major focus of our work in 2006 as we prepare for the third 
Roundtable on Managing for Development Results next autumn. 
 
 In the second place there will be increasing interest in the make-up of the additional aid. For example, 
while the last three years have seen a real and welcome increase in aid, much of it has been in the form of 
emergency aid, debt relief and technical assistance that, important as they are, do not necessarily mean new 
money for developing countries. If for example debt repayments were not being made anyway, then debt relief 
may regularise the situation, but it will not necessarily deliver additional cash to build and improve welfare. 
 
 We forecast that there will be a rapid rate of increase in ODA in 2005 and 2006, though for reasons not 
foreseen when most OECD countries announced medium-term commitments at Monterrey in 2002. Donors have 
pledged around US$ 7 billion over the next few years for Tsunami relief and reconstruction, US$ 5 billion of 
which is from government budgets, the rest from private funds. And two major Paris Club agreements on debt 
cancellation, for Iraq and in principle for Nigeria, will produce very large increases in reported aid, since when 
the official sector takes over and forgives commercial debt it can be claimed as ODA. For Iraq alone, as much as 
US$ 15 billion could qualify as ODA in 2005. 
 
 This links to a significant debate that has emerged recently in the media and amongst NGOs about how 
much ODA is ‘real aid’ – that is, aid that actually reaches poor people or creates the conditions that can 
positively affect their lives.  We see it as our job at the OECD to show transparently how increased aid is being 
allocated, so that the public can better understand the real effects of aid. I will continue to report the detail below 
the headline figures to the Development Committee and in the DAC’s annual Development Co-operation Report. 
 
 My view is that we will indeed see a very significant increase in genuine aid to Africa and other 
developing regions over the next five years, though in the early years the rate of increase will be ‘flattered’ by 
some of the special features listed above. Continued scrutiny of how far aid is being allocated in ways that 
provide additional resources to the neediest countries will therefore be necessary. 
 
Scaling up Aid 
 
 With these increased flows, better information is needed on how donors plan to allocate their aid, in 
order to avoid under-aiding some countries while over-aiding others. Greater predictability of aid is also needed 
at country level if aid dependent countries are to prepare results-based Poverty Reduction Strategies and Medium 
Term Expenditure Frameworks that are realistic in terms of the resources available.  Such Frameworks are vital 
tools to scale-up expenditure plans, such as for training and recruiting teachers and nurses, in order to accelerate 
progress towards the MDGs as agreed at the UN summit. 
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 Discussions about scaling up will need to consider both domestic and external resources for 
development.  For external resources the issues go wider than aid flows – other capital flows, earnings from 
exports and receipts of remittances are also relevant.  On export earnings, the recent surge in oil prices will 
benefit a few oil producing countries, while hitting many other poor countries with higher bills for their energy. 
This raises issues of how well poor country oil exporters are able to make good use of their rising oil receipts, 
while the additional costs imposed on other poor countries are likely to increase the external resources they 
require to reach the MDGs. 
 
 The World Bank and the DAC are starting a dialogue on the issues around scaling up covering 
allocation mechanisms, scope and limitations of forward aid indications, and the need to address appropriately 
the needs of good performers, turnaround countries and fragile states. This dialogue will start immediately after 
the Development Committee with the MDBs and bilateral donors and be brought back to the Development 
Committee at the Spring Meeting in 2006. The intention is to work both at the national level, mostly through 
existing mechanisms such as Consultative Groups and Round Tables, and at the international level to improve 
the delivery of aid as promised in the Paris Declaration on Aid Effectiveness. 
 
Delivering Aid More Effectively 
 
 The donor community has been handed both its biggest opportunity and its biggest challenge: can 
substantial additional aid be used effectively and deliver positive results for poor people? 
 
 My belief is that additional aid can be used effectively, but not without major changes in how 
developing countries and donors work together. Over-dependence on aid is something to avoid, but at present aid 
per head is well below the levels of fifteen years ago for least-developed countries or for Sub-Saharan Africa. 
With the right investment in capacity-building and better rates of economic growth, these countries should be 
able to absorb a good deal more aid productively. 
 
 But donors and recipients are going to have to get much smarter at working together to transfer and 
absorb aid without burying poor countries under donor red tape and consultants’ reports. 
 
 There are many examples of good practice, but it is also clear from our surveys that good practice in 
aid delivery is far from general practice. It is therefore encouraging that in March this year donor and developing 
countries met in Paris and agreed to improve the way aid is delivered. Most importantly they agreed to over fifty 
commitments in the Paris Declaration on Aid Effectiveness and to have their efforts measured against a set of 
targets for 2010. 
 
 The UN Summit has welcomed the Paris Declaration, providing the highest level political support for 
greater effectiveness in delivering aid. The summit declaration states:  
 
 “We further welcome recent efforts and initiatives to enhance the quality of aid and to increase its 
impact, including the Paris Declaration on Aid Effectiveness, and resolve to take concrete, effective and timely 
action in implementing all agreed commitments on aid effectiveness, with clear monitoring and deadlines, 
including through further aligning assistance with countries’ strategies, building institutional capacities, reducing 
transaction costs and eliminating bureaucratic procedures, making progress on untying aid, enhancing the 
absorptive capacity and financial management of recipient countries and strengthening the focus on development 
results.” 
 
 The international community have now embarked on a process to put in place a system to monitor how 
far the new directions agreed in Paris are being turned into reality on the ground. The targets and indicators (see 
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Annex) of the Paris Declaration will be monitored twice before the next High Level Forum on Aid Effectiveness, 
to be held in Ghana in 2008. 
 
 Taken together, the commitments of the Paris Declaration should provide a strong stimulus to local 
efforts to change patterns of behaviour between donors and between donors and recipients in ways that should 
encourage more sustainable development. For example, if donors meet the target that by 2010 two-thirds of 
country analytical work should be done jointly, planning of aid interventions will become much more consistent 
with a genuine “joint enterprise”. If parallel project implementation units that duplicate national structures really 
become a thing of the past, and if capacity development becomes much more of a joint response to well-
articulated local priorities, we have a chance of seeing a much quicker improvement in the quality of local 
institutions through which increasing proportions of aid can flow. And if the DAC can broker a further move 
towards untying and greater use of local and regional resources, the cost-effectiveness of aid will rise. Certainly, 
the aid effectiveness agenda needs to remain centre stage as aid volumes rise, not least for countries already aid-
dependent. 
 
DAC Work on Aid for Trade 
 
 The Development Paper The Doha Development Agenda and Aid for Trade provides a sobering 
account of progress on the Doha Development Agenda.  It is at a critical phase and success at the forthcoming 
Hong Kong WTO Ministerial Council is essential if the Doha Round is to deliver on its promise and potential.  
The Development Committee should reinforce the message from the UN Summit of the urgency for progress - 
and flexibility - in the negotiations. 
 
 At the same time, donors will have to work with developing countries to put them in a position to reap 
the greatest benefit from a further integration into world trade.  Renewed efforts on trade capacity building are 
called for.  This should include a closer look at the supply side constraints that restrict countries’ access to world 
markets, with particular attention to trade-related infrastructure. In this context, I welcome the simultaneous 
presentation to the Development Committee of a World Bank paper on infrastructure financing. 
 
 Trade and regulatory reforms are an essential part of the adjustment process. They stimulate exports, 
improve local business conditions and foster competition. This, in turn, promotes domestic and foreign 
investment. A consultative national policy-making process is important for preparing comprehensive 
development strategies, such as a Poverty Reduction Strategy, and it needs to ensure a coherent approach to 
trade and integrating trade policies into the strategy. 
 
 In practice, however, governments, institutions and enterprises in developing countries often lack the 
capacities to take full advantage of the opportunities provided through international trade. In many cases, they 
lack adequate information, policies, procedures, institutions and/or infrastructure to integrate and compete 
effectively in global markets. 
 
 Thus, it is generally accepted that market access needs to be complemented by trade capacity building 
if developing countries are to maximise the benefits from trade. Initially, this support was focused on providing 
assistance within a relatively narrow agenda (i) trade policy making at the national level, (ii) participation in 
WTO negotiations, and (iii) implementation of WTO agreements. 
 
 The Doha Development Agenda lists Trade Related Technical Assistance and Capacity Building 
(TRTA/CB) as a core element of the development dimension of the trading system and critical to a successful 
outcome of the Doha Round. Although the volume of TRTA/CB has increased significantly – to reach some 
4.2% of total aid commitments in 2003 – the need for further increases has been reiterated in the WTO July 2005 
Framework agreement. 
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 Thus, over time, the TRTA/CB agenda has expanded even further and some now argue that it should 
also encompass (1) aid to manage adjustment costs from liberalisation and (2) aid to participate/integrate into 
global markets. The Development Committee paper confirms OECD studies that the overall adjustment costs 
from trade liberalisation are limited, but they might create relatively large problems for a small number of 
vulnerable countries. 
 
 I support the suggestion in the paper to use existing channels and to refrain from creating a multilateral 
fund to follow up priorities identified in the Diagnostic Trade Integration Study. This is consistent with the 
general message of the donor community to use existing channels and funds rather than creating new ones and to 
align assistance around local strategies. Thus I strongly support enhancing the Integrated Framework (IF) to 
become an effective platform for integrating the growth agenda into the national development strategies, where 
trade and investment are often rather neglected. In addition to exploring the adequacy of existing mechanisms to 
address regional and cross-country trade capacity needs, I also recommend linking the IF better to other co-
ordination mechanisms – such as the DDA Trust Fund – and to expand it to non-LDCs. 
 
 The DAC, during a special meeting in October, will address how TRTA/CB can best adhere to aid 
effectiveness principles.  These would ensure that it is based on local ownership, aligned around national 
systems and strategies, draws on harmonised donor efforts and is managed for results. Such an approach is very 
much in line with the Paris Declaration on Aid Effectiveness. 
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ANNEX 
PARIS DECLARATION ON AID EFFECTIVENESS 

AGREED TARGETS FOR THE 12 INDICATORS OF PROGRESS 
(See www.oecd.org/dataoecd/45/46/35230756.pdf for methodology) 

Notes:  

1. The targets, in accordance with the Paris Declaration, are: “designed to track and encourage progress at the global level among 
the countries and agencies that have agreed to this Declaration. They are not intended to prejudge or substitute for any targets 
that individual partner countries may wish to set.” They are subject only to reservations by one donor on (a) the methodology for 
assessing the quality of locally-managed procurement systems and (b) the quality of public financial management reform 
programmes. 

2. The universe for the purpose of targeting is limited to ODA eligible countries that have already endorsed the Paris Declaration or 
will have endorsed it by 31 December 2005. The universe for the purpose of monitoring is open to all ODA eligible countries that 
have already endorsed, or will endorse in the future, the Paris Declaration. 

I N D I C A T O R S  T A R G E T S  F O R  2 0 1 0  

1 Partners have operational 
development strategies At least 75% of partner countries have operational development strategies. 

2a 
Reliable public financial 

management (PFM) 
systems 

Half of partner countries move up at least one measure (i.e., 0.5 points) on the PFM/ CPIA 
(Country Policy and Institutional Assessment) scale of performance. 

2b Reliable procurement 
systems 

One-third of partner countries move up at least one measure (i.e., from D to C, C to B or B to 
A) on the four-point scale used to assess performance for this indicator. 

3 Aid flows are aligned on 
national priorities 

Halve the gap — halve the proportion of aid flows to government sector not reported on 
government’s budget(s) (with at least 85% reported on budget). 

4 Strengthen capacity by 
co-ordinated support 

50% of technical co-operation flows are implemented through co-ordinated programmes 
consistent with national development strategies.  

For partner countries with a score of 5 or 
above on the PFM/CPIA scale of 
performance (see Indicator 2a). 

All donors use partner countries’ PFM systems; 
and 
Reduce the gap by two-thirds – A two-thirds 
reduction in the % of aid to the public sector not 
using partner countries’ PFM systems. 5a 

Use of country public 
financial management 

systems 
For partner countries with a score between 
3.5 and 4.5 on the PFM/CPIA scale of 
performance (see Indicator 2a). 

90% of donors use partner countries’ PFM 
systems; and 
Reduce the gap by one-third — A one-third 
reduction in the % of aid to the public sector not 
using partner countries’ PFM systems. 

For partner countries with a score of ‘A’ on 
the Procurement scale of performance (see 
Indicator 2b). 

All donors use partner countries’ procurement 
systems; and 
Reduce the gap by two-thirds — A two-thirds 
reduction in the % of aid to the public sector not 
using partner countries’ procurement systems. 5b Use of country 

procurement systems 

For partner countries with a score of ‘B’ on 
the Procurement scale of performance (see 
Indicator 2b). 

90% of donors use partner countries’ 
procurement systems; and 
Reduce the gap by one-third — A one-third 
reduction in the % of aid to the public sector not 
using partner countries’ procurement systems. 

6 Avoiding parallel PIUs Reduce by two-thirds the stock of parallel project implementation units (PIUs). 

7 Aid is more predictable Halve the gap — halve the proportion of aid not disbursed within the fiscal year for which it was 
scheduled. 

8 Aid is untied Continued progress over time. 

9 
Use of common 
arrangements or 

procedures 
66% of aid flows are provided in the context of programme-based approaches. 

10a Missions to the field 40% of donor missions to the field are joint. 

10b Country analytic work 66% of country analytic work is joint. 

11 Results-oriented 
frameworks 

Reduce the gap by one-third — Reduce the proportion of countries without transparent and 
monitorable performance assessment frameworks by one-third. 

12 Mutual accountability All partner countries have mutual assessment reviews in place. 



 

 147

Statement by Mr. Suleiman J. Al-Herbish, Director-General of the OPEC Fund 
 
 The second topic for consideration by this 72nd meeting of the Development Committee – the 
Doha Development Agenda (DDA) and Aid for Trade - highlights the urgency for the global community 
to accelerate implementation of the DDA in the run up to the Sixth Ministerial Conference of the World 
Trade Organization (WTO), Hong Kong, December 13-18, 2005. 
 
 Policy makers seem to agree that trade can be a forceful engine for growth, poverty reduction, 
and achievement of the United Nations (UN) Millennium Development Goals (MDGs).  The benefits of 
free trade were cheered on the occasion of the 50th anniversary celebrations of the multilateral trading 
system, Geneva, Switzerland, May 1998.  Leaders from the North argued that trade liberalization can spur 
growth and employment creation, raise living standards, and contribute to world peace and stability in 
countries worldwide. 
 
 However, both state and market are imperfect institutions. Amidst unprecedented global 
prosperity, the least developed countries (LDCs) have been increasingly marginalized from the 
mainstream of the world economy, and the gap between rich and poor has continued to widen. The fifty 
LDCs, 34 of which are in sub-Saharan Africa (SSA), are more vulnerable today then ever.  Despite 
ongoing efforts, African LDCs will fall short of all MDGs if current trends continue.  These countries 
typically rely on a narrow range of low-value-added and weakly competitive non-fuel primary 
commodities for an average of three-fourths of their export revenues, and have remained heavily 
indebted, and aid dependent.  Market-based solutions have aggravated these structural vulnerabilities.  
African LDCs need a fair chance to trade themselves out of poverty, debt and hunger.  Without structural 
solutions, however, intermittent food aid or more debt forgiveness will not be able to put these poor 
countries on a path of sustainable growth, and their future will be gloomy indeed. African economies still 
lack appropriate “shock-absorbers” to withstand both internal challenges - such as the devastating impact 
of HIV/AIDS on their economies - and to reduce their vulnerability to changes in the external 
environment. 
 
 Measures to protect the economies of these poor countries against low and volatile commodity 
prices have been gradually eroded with the dismantling of the commodity agreements and non-reciprocal 
trade preferences of the 1970s, 1980s and 1990s made possible under special waiver from the Most 
Favoured Nation (MFN) principle. The volatility in the prices for non-fuel primary commodity emanating 
from these fundamental mutations are compounded by adverse weather conditions, structural oversupply, 
and speculation in commodity futures markets.  The information technology (IT) revolution is radically 
altering how price information takes place, erasing the barriers between the futures market and over-the-
counter world commodity markets.  More advanced developing countries, such as India, are developing 
their own futures market to arm themselves against the instability of today’s commodity markets.  African 
LDCs have been unable to join the IT revolution in a rapidly widening digital divide, and do not have any 
defense against such uncertainties. Non-fuel primary commodity prices have suffered a marked long-term 
decline since the 1980s - the upturn since 2002 notwithstanding – and remain highly volatile.  Excessive 
price instability complicates export revenue forecasting and makes it extremely difficult for policy makers 
to plan current expenditures that could help reach the poverty reduction and related MDGs. 
 
 An important objective of the WTO is to ensure that developing countries and the LDCs in 
particular secure a share in the growth of international trade commensurate with the needs of their 
economic development.   One recalls a specific provision in the mandate of the WTO as outlined in the 
1996 WTO Inaugural Declaration: “The integration of the developing countries in the multilateral trading 
system is important for their economic development and for global trade expansion.  In this connection, 
we note that the WTO agreement embodies conditions conferring differential and more favourable 
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treatment for developing countries, including special attention to the particular situation of the least 
developed countries”. 
 
 Many developing countries had felt sidelined during the Uruguay Round (1986-1994) of trade 
negotiations and at the Third WTO Ministerial Conference, Seattle, USA, November 1999, which ended 
 in failure. Encouraging progress has been made within the WTO in the past ten years to enhance 
transparency and participation by the developing countries in its internal decision making processes and 
procedures.  However, the WTO can only act as a broker among its 148 member states, 32 of which are 
LDCs, highlighting the need for ongoing institutional reform.  At the fifth WTO Ministerial Conference, 
Cancun, Mexico, 2003, multilateral trade negotiations again broke down due to a lack of commitment by 
the North to enhance market access and implement the DDA, particularly in “sensitive” areas such as 
agriculture, which remains the mainstay of most LDC economies, employing 75% of the labour force. 
 
 Protectionist measures and subsidies provided by the North totaling over US$1 billion a day in 
2004 cost the South an estimated US$72 billion in lost revenues a year by encouraging overproduction, 
depressing global prices, and hindering market access.  Meanwhile, the percentage of official 
development assistance (ODA) allocated to agriculture dropped from 20% in the 1980s to 12% today, or 
US$1 billion a year.   In 2001, the overall share of world exports of goods and services supplied by LDCs 
that export predominantly agricultural commodities stood at only 56% of its level in 1980.  Although the 
WTO July 2004 package revived hopes by setting out a framework for agricultural negotiations on the 
future elimination of export subsidies for agriculture, progress in this area remained slow.  Delays in the 
agricultural talks in turn hold up progress in goods and services liberalization.  Without a significant 
breakthrough on agriculture and a clear commitment by the North to cut agricultural tariffs, large 
emerging markets are unlikely to agree on liberalization of their goods and services markets.  It is hoped 
that the March 2005 ruling of the WTO’s Appellate Body condemning the heavy US subsidy programmes 
for its cotton farmers can serve as a precedent for the undoubtedly arduous agriculture negotiations to 
come. 
 
 In addition to eroding preferences and inadequate market access, the trade position of African 
LDCs is seriously undermined by mounting external competition as a result of ongoing deep structural 
transformations under the rules-based multilateral trading system.  These may be illustrated by the impact 
of the dismantling of textile quotas under the WTO Agreement on Textiles and Clothing as per January 1, 
2005 on the economies of African LDCs. The dismantling of quantitative restrictions intensifies 
competition for African LDCs from producers in Asia and Latin America, and the industry will have to 
struggle to survive.  Small developing countries and LDCs are increasingly vocal about their growing 
vulnerability, and are demanding access to developed country markets on a preferential basis in the 
context of the DDA.  
 
 The main principle behind the MFN is that of fairness and justice.  The first major challenge for 
policy makers in developed countries is to provide special and preferential treatment as an integral part 
of all elements of the forthcoming multilateral trade negotiations, as envisaged in the DDA.  An 
encouraging step into the right direction was taken by the EU in March 2001 with the Everything but 
Arms Initiative, which provides duty- and quota-free access to EU markets on a non-reciprocal basis for 
essentially all LDC products - with the exception of arms and ammunition.  More specifically, trade 
ministers from the North are encouraged to consider reviewing all special and differential treatment 
provisions for LDCs under the Framework Agreement on Special and Differential Treatment 
(WT/GC/W/442) proposed in Article 44 of the DDA at the forthcoming WTO Ministerial Conference, 
and to incorporate such provisions in their Ministerial Declaration or Decision, which would establish a 
legal basis for such treatment. 
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 At the national level, African LDCs face serious trade capacity constraints, including acute 
infrastructure needs.  Addressing these needs and constraints requires more and more effective aid that 
could help raise the national competitiveness of these countries, and strengthen their supply capacity.  The 
second major challenge for the international community therefore is to help mobilize financing for 
development, in line with the Monterrey Consensus and the Brussels Program of Action for the LDCs.  
Donors are also encouraged to untie aid for LDCs, in line with the Recommendation to Untie Aid to the 
LDCs made by the Development Assistance Committee of the Organization for Economic Co-operation 
and Development in April 2001. 
 
 Despite the upward trend in official development financing (ODA) since 2001, and some 
encouraging initiatives taken in advance of the UN High Level Summit, New York, September 2005, 
current aid volumes remain well short of the US$100 billion that is needed every year to meet the MDGs 
by 2015.  There remains a shortfall of some USS$46 billion, a deficit which has been estimated to rise to 
$52 billion by 2010.  The shortage is especially large for SSA, where aid flows would need to double over 
the next five years for the MDGs to be achieved. 
 
 The OPEC Fund for International Development aims at helping bridge this financing gap by 
making available concessional loans and grants to particularly the poorer, low-income countries.  The 
Fund was established in 1976 by the then-13 member countries of the Organization of Petroleum 
Exporting Countries (OPEC) in the firm belief that it is our social responsibility to help unlock the 
poverty trap through mechanisms for voluntary re-distribution.  Our mandate is to reinforce financial co-
operation between Fund member states and other developing countries, and to promote South-South 
solidarity.  In carrying out its noble mandate, the Fund actively participates in ongoing international 
efforts to enhance the quality and effectiveness of aid through harmonization and alignment, in line with 
the objectives of the March 2005 Paris Meeting on Joint Progress toward Enhanced Aid Effectiveness. 
 
 Since its inception to date, the Fund has made available a cumulative total of US$7.7 billion in 
untied development assistance.  Activities have included infrastructure development and technical 
assistance for trade-related human and institutional capacity building.  Among the numerous activities 
sponsored have been projects to encourage technical co-operation and technology transfer in such areas as 
agricultural development, food production, and food security, to enlarge the pool of scientifically 
qualified personnel, and to foster co-operation and networking among reputable research institutes and 
Centers of Excellence in the South.  Recognizing the importance of the private sector in helping raise 
national competitiveness and standards of living, the Fund established a separate Private Sector Facility 
(PSF) in 1998.  The Facility aims at encouraging productive private enterprises and the development of 
local capital markets by providing lines of credit, direct loans, equity and quasi-equity, and leasing.  The 
Fund further established special accounts to help mitigate the impact of HIV/AIDS and a series of food 
crises on the countries worst affected.  Finally, the Fund continues to contribute its fair share to the 
Heavily Indebted Poor Countries Initiative, which aims at reducing the external debt and debt service 
burdens of eligible poor countries to sustainable levels. 
 
 The Fund was established by its founding fathers to provide development financing in addition to 
the resources already made available by OPEC member states through other multilateral and bilateral 
channels.  By the end of 2003, Arab development institutions together had made available US$81.3 
billion in development assistance.  This amount includes the trade financing provided by particularly the 
Islamic Development Bank (IsDB) and the Arab Fund, which are most active in directly facilitating the 
flows of exports and imports.  With South-South trade growing at a brisk pace of 10% annually, twice as 
fast as global trade expansion, demand for such financing is likely to increase.  The OPEC Fund remains 
committed to fostering trade and economic cooperation among developing countries by working in 
partnership and joint action with its sister and like-minded institutions, and all other relevant stakeholders.  
The Fund has been a staunch supporter of the International Fund for Agricultural Development (IFAD) 
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since the latter’s inception, with Fund co-financing with IFAD ranking third only after the World Bank 
and the Arab Fund.  In addition, the Fund has helped safeguard the economies of LDCs against the impact 
of exogenous price shocks by providing substantial grant financing for subscriptions to the Common 
Fund for Commodities (CFC).  This longstanding partnership was moved to new horizons late 2004, 
when the modalities for disbursement of the unutilized US$46.4 million pledged by the Fund to the 
CFC’s Second Account were re-defined. 
 
 It is hoped that more and better aid and SDT provisions for LDCs in the context of the 
forthcoming WTO Ministerial Conference can help these countries gradually climb the development 
ladder and realize the MDGs by allowing them to become more active players in the global trade arena.  
This will require a renewed dedication and stronger political leadership by all WTO members to 
implement both the DDA and the Monterrey Consensus.  Much is at stake.  With some 824 million 
undernourished around the world and less than three months to go before the start of WTO negotiations in 
Hong Kong, time is of the essence. Successful negotiations that accommodate the needs of the LDCs and 
more and more effective ODA could foster economic prosperity, peace and stability in both North and 
South.  Another failure, by contrast, would constitute another opportunity lost to give international trade a 
human face, with disappointing effects for particularly the poorest of the world’s poor. 
 
 
Statement by Mr. José Antonio Ocampo, Under-Secretary-General of the United Nations for 
Economic and Social Affairs 
 
The United Nations Summit and the Development Goals 
 

The General Assembly has just concluded its review of the implementation of the Millennium 
Declaration at the World Summit in New York. The Outcome document contained a strong and 
unambiguous commitment by both donor and developing nations to achieve the goals agreed in the major 
Summits and Conferences of the United Nations, including the Millennium Development Goals. The 
Summit incorporated a special session on Financing for Development, in which world leaders also 
reaffirmed their commitment to the global development partnership between industrial and developing 
countries agreed in the Monterrey Consensus. 
 

A number of authoritative reports presented to this and previous Development Committee meetings, 
including the United Nations’ Millennium Development Goals Report, UNDP’s Human Development 
Report, and the Global Monitoring Reports, have indicated that the world is not on track to meet the 
MDGs by 2015. A particularly large shortfall looms for Sub-Saharan Africa, as well as for the world in 
the case of some specific targets. The United Nations has also provided an assessment of the Financing 
for Development process in its recent World Economic and Social Survey, which served as the 
background document for the General Assembly’s High Level Dialogue on Financing for Development 
held in late June and for the first day of the World Summit. 
 

Preparations for the Summit galvanized an important series of initiatives, which have led the World 
Bank’s Chief Economist to characterize this year as the “Year of Development”. Implementation of these 
decisions and of the Summit outcome will determine whether we can succeed in helping the millions of 
the world’s poor break out of their recurrent poverty by taking decisive action to meet the Millennium 
Development Goals over the next “Decade of Development” to 2015. 
 

Convention against corruption 
 

The World Summit answered the call in paragraph 65 of the Monterrey Consensus when the United 
Nations Convention Against Corruption received its thirtieth ratification by a member state, allowing it to 
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become operational. As noted by the Secretary General, corruption hurts the poor disproportionately by 
diverting funds intended for development, undermining the government’s ability to provide basic 
services, feeding inequality and injustice, and discouraging foreign investment and aid. The Convention 
provides for international cooperation to return assets illicitly acquired by corrupt officials, as well as for 
preventive measures to detect the diversion of national resources. Through provisions on banking 
transparency and against money laundering, the Convention will help in the fight against organized crime, 
as well as in preventing private and public sector corruption. 
 

National development strategies and South-South cooperation 
 

The acceptance by developing countries in the Monterrey Consensus of the principle that the 
primary responsibility for development lies with the policies and actions taken by developing countries 
themselves shows in their commitment agreed at the Summit to adopt, by 2006, national development 
strategies to achieve the internationally agreed development goals, including the MDGs. And all countries 
agreed to a stronger mechanism to follow up commitments to achieve the internationally agreed 
development goals, to be driven by ECOSOC and its functional and regional commissions. 
 

The sense of responsibility felt by developing countries also shows in the increased attention given 
to measures of financial and technical cooperation amongst them. The South Summit held in Doha in 
June created “The South Fund for Development and Humanitarian Assistance” for economic, social, 
health and educational development, as well as for addressing problems of hunger, poverty and human 
catastrophes. A number of measures to increase South-South cooperation were announced during the 
World Summit. In particular, the Government of the Peoples Republic of China announced a package of 
measures to support financial flows to Least Developed Countries. Venezuela announced the extension of 
its Petrocaribe programme to ease the impact of rising oil prices on developing countries in the region. 
And Brazil and Chile announced that they will impose a solidarity contribution on air tickets that will be 
used in the fight against HIV/AIDS.  
 

Official development assistance: increased quantities and focus on Africa 
 

The Monterrey Consensus reaffirmed the central role of official assistance in financing the 
internationally agreed development goals. It generated a series of new aid commitments that reversed the 
trend decline in ODA that had started in the 1980s. In preparation for the World Summit, the Secretary 
General called on donors to scale up contributions by setting firm dates to reach the long-standing United 
Nations ODA target of 0.7 per cent of GNI. 
 

The EU-15 members that had not yet done so responded to this call by announcing that they will 
meet that target between 2012 and 2015. European countries that already exceed the target reconfirmed 
their strong commitments to development and announced in some cases further increases in their aid. 
New entrants to the European Union also announced commitments that will make them active participants 
in development cooperation. EU member countries also set intermediate ODA targets for 2010.  
 

The G-8 Summit held in Gleneagles, Scotland in July provided additional commitments to increase 
assistance. In particular, a doubling of aid to Africa was announced, equivalent to an additional $25 
billion per year by 2010. Specific additional commitments were made by Canada, Japan and the United 
States. The specific focus on Africa in the G-8 Summit echoed the emphasis given to the particular 
challenges that Sub-Saharan Africa faces in meeting the MDGs by all international institutions and by the 
Blair Report on Africa, “Our Common Interest”, released in March. 
 

On the basis of commitments made at Monterrey and more recent commitments announced in 
preparation for the World Summit, ODA from the main OECD donors should increase by about $50 
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billion from the 2004 levels to around $130 billion by 2010. The sharpest increases will be in Africa, 
rising by some $25 billion, which would achieve the G-8 objective of doubling the level of aid to around 
$50 billion by 2010.  
 

It is important to recognize, however, that a significant share of recent and projected increases in aid 
is associated with humanitarian assistance, debt forgiveness (including that announced for Iraq) and 
technical assistance. So the amount of aid going into current budgets of recipient countries remains low 
and has actually fallen as a proportion of ODA. In addition, the increase in real terms is substantially 
lower due to the fact that the contributions are calculated in terms of a depreciating currency. As the 
World Bank will be collaborating with the OECD in monitoring the implementation of aid commitments, 
the Development Committee might consider the creation of a new approach to measuring aid, in terms of 
its direct contribution to recipient countries’ budgets. 
 

Official development assistance: increased quality 
 

In addition to the reversal of the declining trend in the magnitude of ODA since Monterrey, there 
have also been significant steps taken to improve the quality of aid, through measures to improve its 
effectiveness. The commitments were materialized in the Paris Declaration on Aid Effectiveness and later 
work by the OECD/DAC Working Party on Aid Effectiveness. The commitment to agree on the targets to 
monitor the 12 indicators of aid effectiveness by the 2005 World Summit was met. 
 

The Working Party produced a set of formal proposals for targets for all 11 of the indicators that 
have been accepted, subject to reservations by one donor on the methodology for assessing local 
procurement systems and the quality of financial management reform. For the 12th indicator, on untying 
aid, the target of “continued progress” agreed in Paris has been maintained. 
 

Innovative sources of financing 
 

There has also been recent progress in the call in paragraphs 23 and 44 of the Monterrey Consensus 
to seek new and innovative sources of development financing. A pilot project for the International 
Finance Facility proposed by the United Kingdom has been announced by the Global Alliance for 
Vaccines and Immunization with the cooperation and support of Britain, France, Italy, Spain and Sweden. 
The French and Brazilian governments, members of the Group for Action Against Hunger and Poverty, 
have recently announced their intention to introduce a pilot project for a global solidarity contribution on 
air tickets, while Chile has announced that it will implement such a measure from the beginning of next 
year. Chile has also called for a reconsideration of the use of Special Drawing Rights to provide 
development finance, as well as to help eliminate instability and financial imbalances in the international 
financial system. 
 

The recent large increases in workers’ remittances have brought efforts to enhance their 
contribution to financing development. Measures to reduce the transactions costs are being implemented. 
In this regard, the Group for Action Against Hunger and Poverty will introduce a General Assembly 
resolution in the 60th session on coordinating actions to reduce costs. It is important to remember that, 
although these are private transfers, their development impact can be increased if they are used to “bank” 
the poor or if they are channeled into local development projects. To support “banking” of the poor, the 
United Nations will unite diverse members of the microfinance community from 7 to 9 November to 
celebrate the successes of the International Year of Microcredit in an “International Forum to Build 
Inclusive Financial Sectors.” 
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International Labor Migration 
 

It is important to recognize that remittances are the result of international labor migration often 
driven by the large international inequalities of employment opportunities. They are also often associated 
with irregular conditions of employment and residence that deprive migrant workers of the human and 
civil rights guaranteed under the UN Charter. The Secretary General of the United Nations has thus 
sponsored an independent Global Commission on International Migration to study how to improve 
international cooperation in this field. The report of the Commission will be presented to the Secretary 
General on 6 October. In 2006, the General Assembly’s High-Level Dialogue will be devoted to 
international migration and development. We hope that this dialogue will break new ground in identifying 
appropriate ways and means to increase international cooperation in order to maximize the development 
benefits from international migration and minimize its negative impacts. 
 

HIPC debt relief  
 

The Gleneagles G-8 Summit also made a major contribution to achieving the Development Goals, 
by making a formal proposal for full relief for countries that reach their Completion Point on debt to the 
IMF, IDA and the African Development Fund. There was widespread support for this initiative at the 
World Summit. World leaders stressed the importance of devising a financing package that fully 
compensates the three institutions for the loss of resources, which would satisfy the Monterrey condition 
that debt reductions be genuinely additional to increased ODA commitments. 
 
Building on the World Summit: Pending Issues 
 

All of these actions represent major improvements in both the political and financial support for 
implementation of the Monterrey Consensus to provide the foundation for achieving the internationally 
agreed development goals, including the MDGs. Nonetheless they are still not sufficient and can readily 
be amplified and extended to make a truly major impact. 
 

Doha 
 

The World Summit reinforced the political commitment already expressed in other high-level 
international meetings dealing with development for a rapid conclusion of the Doha trade round. This also 
made evident, however, the widening gap between political commitment and the willingness to make 
concessions in negotiations that will give a major boost to developing countries. Many heads of state and 
government from developing countries attending the World Summit expressed concern over the 
difficulties observed in making progress in realizing the full development dimension of the Doha round. 
 

The expert estimates of the benefits to be reaped by developing countries through trade—and in 
particular through increased market access in agriculture—dwarf the sums available through other 
measures. But it is important to remember that this potential can be realized only if the ability exists to 
exploit the trade measures. Even if agreement is reached in time to honor the Secretary General’s urgent 
request to complete the Round by the end of 2006, the benefits will not be immediate. The increasing 
recognition of the crucial importance of complementary aid for trade measures is encouraging, but it also 
underscores the need for continued increases in official assistance to support production sector 
development sufficiently strong to allow developing countries to benefit from the opportunities provided 
by the international trading system. It will also be important to ensure adequate compensation for 
developing countries that may lose in the negotiations, either because of lost preferences in industrial 
country markets or because they have benefited from subsidized exports from developed country 
exporters. 
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We must bear in mind that positive treatment under the Doha Round of Mode 4 of service delivery 
(labor services) can do much to enhance the links between migration and development. 
 

Debt relief beyond HIPC 
 

The debt relief initiative adopted at the G-8 Summit will benefit HIPC countries, particularly from 
Sub-Saharan Africa. This is particularly appropriate, as that continent contains the largest number of 
countries in need of extra assistance to achieve the MDGs. In absolute terms, however, the majority of the 
world’s poor reside in developing countries that are considered to be middle income countries, some of 
which face extremely high debt burdens. Some participants in the World Summit were thus concerned to 
stress the importance of regional diversity within countries and the necessity to extend debt relief to a 
larger number of non-HIPC Least Developed Countries and to middle income countries. Many also 
stressed that the measures had little impact on Latin American HIPC countries, which receive support 
from the Inter-American Development Bank and subregional development banks not included in the relief 
proposals. 
 

Thus, while the shareholders of the institutions involved are encouraged to approve the G-8 
proposal, much more can be done through debt relief to provide support for achieving the MDGs. In this 
context, it is important to note the widely held concern that there is still no formal mechanism to resolve 
debt problems facing middle income countries. 
 

Aid alignment and conditionality 
 

It is increasingly recognized that conditionality attached to aid often conflicts with the commitment 
to increase developing countries’ responsibility for their domestic development strategies through 
increased national ownership, which, in turn, may impede aid effectiveness. Only when aid is fully 
aligned with national development strategies, as agreed in the Paris Declaration on Aid Effectiveness, can 
it be nationally owned and fully effective. 
 

The United Kingdom has recently proposed measures to align aid contributions with national 
decisions by substituting agreed benchmarks for measuring progress on the reduction of poverty for the 
policy conditions traditionally set by donors. The new approach will increase direct budget support and 
reduce reliance on an ongoing IMF support programme as the indication of policy performance. The 
United Kingdom has indicated that it will encourage the major official institutional donors to join them in 
reducing imposed conditionality and increasing national ownership. 
 

The European Commission has also recently announced the “European Consensus” intended to 
coordinate the official assistance of the European Union members. The aim is to strengthen ownership, 
ensure the financing of essential operating budgets, promote sound and transparent management of public 
finances and align aid with the partners’ national procedures. In this respect, the new approach recognizes 
the need to ensure stable and predictable longer-term aid commitments, in order to allow recipients to 
engage in medium-term expenditures, such as those that would be required for meeting the MDGs. 
 

Voice and Representation 
 

Finally, notwithstanding these encouraging proposals, we must also remember the call in the 
Monterrey Consensus for this responsibility to guarantee adequate voice and participation of developing 
countries in international economic decision-making. While this problem has been studied extensively, no 
concrete proposals have emerged on the Agenda. The Managing Director has recently noted that “The 
Fund’s legitimacy as a global organization rests on fair representation for all members. The current 
allocation of quotas…puts this legitimacy at risk in many regions, including in Africa, where the Fund is 
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heavily engaged, and in Asia, whose place in the world economy has grown far more than its role in the 
Fund. The issue…must be addressed.” I could not agree more. Regrettably, however, while the issue is 
part of the Medium Term Review of IMF strategy, it no longer even appears on the Agenda of this 
Development Committee. I hope you will give it the attention it deserves.  Thank you. 
 
 
Statement by Mr. Pascal Lamy, Director General, World Trade Organization 
 
 This meeting could not be more timely.  It gives me an opportunity to seek the support of finance 
and development ministers, coordinate with the WTO's sister organizations, and share our objectives. 
 
 In less than three months, the WTO will hold it sixth ministerial meeting in Hong Kong. As I said 
yesterday, this is probably our last and best chance to move the Doha Round towards a successful 
conclusion at the end of 2006. This Round is about more than trade. Reducing poverty, promoting 
growth, helping developing countries to integrate into the global economy - these goals are not only 
shared by the WTO. Our efforts to open markets, to improve trade disciplines that create a more level 
playing field and expand trade will be a key contribution to achieving them. As the recent UN Summit 
made clear, everyone has a stake in the outcome of this Round. 
 
 What needs to be accomplished by Hong Kong? In agriculture, we need to set a date for the 
elimination of export subsides, figures for slashing trade distorting farm support and a package of 
equivalent ambition on market access. We need to agree on the big numbers to cut substantially but fairly 
tariffs on manufactured products. In services, where developing countries have now become increasingly 
important players and which are an ever-increasing part of economies, we also need a big push. We need 
to arrive, as near as possible, to draft negotiated texts in areas such as anti-dumping and subsidies. 
Finally, we need to consolidate the good progress achieved on measures to cut down red tape at the 
border, trade facilitation in our jargon. And running through each of these negotiations is the overriding 
development objective of this Round. The biggest contribution to development will come from ambitious 
results in each one of these topics. By Hong Kong, we need substantial results if we are to deliver on the 
promise of the Doha Development Agenda. 
 
 The WTO's major contribution to development lies in reducing trade barriers. That is what we do; 
it is our core role. But developing countries, especially the poorest among them, also need help to benefit 
from trade. They need assistance to make the system work for them — to negotiate agreements, use 
dispute settlement, and implement commitments. They need help to build the necessary capacity to take 
advantage of more open markets — everything from roads and railways, to services and suppliers, 
simplification of border red tape or ability to match food standards. And they need to be helped through 
the adjustment process — because although trade creates more winners than losers, the losers cannot be 
left behind. 
 
 This is where we need the active support of finance and development ministers, and of the World 
Bank and the IMF, as well as other agencies. I am convinced that a meaningful Aid for Trade package can 
play an important part in helping us translate the development potential of the Round into reality — and I 
will spare no effort over the coming months to work with you, and with Fund and Bank staff, to make it a 
reality. At a minimum, I hope that by Hong Kong we can reach consensus on a decision to enhance our 
common existing mechanism for trade related technical assistance for least developed countries, the 
“Integrated Framework”. Looking to the conclusion of the Round, I believe we should arrive at a more 
ambitious package of commitments for technical and financial assistance by the end of 2006. 
 
 To achieve this, we will need to do three things: examine the kind of assistance that is needed; 
assess where new funding, beyond existing mechanisms, might be necessary; and, above all, ensure that 
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developing countries themselves are full partners in the process. Because unless developing countries feel 
ownership of Aid for Trade - and empowered to benefit from it — the initiative cannot, and will not, 
succeed. I think we all recognize the need for Aid for Trade. Now we have to deliver. 
 
 This committee — with many of the world's key finance and development ministers around the 
same table — embodies the idea of coherence in global policy making. Your raison d'etre is to look at the 
“bigger picture”. This year the international community has taken major steps towards debt relief and 
increasing aid. But there is a missing piece of the development puzzle — an essential third pillar — and 
that is trade opening. Without it, our other efforts risk running into the sand. 
 
 Allow me to focus your attention on an issue of particular importance for a number of developing 
countries, cotton. Part of the problem lies in the WTO and will be addressed in the on-going negotiations 
to improve market access and cut down subsidies for agricultural products. But we all know that the 
results of these changes will not impact cotton prices overnight. In the meantime these countries need 
bilateral and multilateral donors to urgently focus their assistance on this problem. 
 
 Our objective in the WTO this year is to secure a successful Hong Kong Conference and to move 
towards an ambitious conclusion of the Doha Round in 2006. But the goal is not freer trade for trade's 
sake. It is about better living standards for all countries — developing and developed alike. Because only 
with higher living standards can we contribute to the eradication of poverty, better health care and 
education, a cleaner environment, a more stable, secure and peaceful world. This is our common 
objective. I look forward to working with you. You will have my full cooperation.  Thank you. 
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  August 31, 2005 
 

NOTICE OF MEETING 
 

 
The 72nd meeting of the Development Committee will be held on Sunday, September 25, 

2005, commencing at 9:00 a.m. in the Preston Auditorium, the World Bank Main Complex, 
Washington, D.C. 
 

PROVISIONAL AGENDA1 
 
 
I. Following up on Recent Initiatives on Development Agenda 

a) Strengthening the Development Partnership and Financing for Achieving the MDGs: 
An Africa Action Plan 

b) Debt Relief 
 
II. Doha Development Agenda and Aid for Trade 
 
Progress Reports2 
 

• Aid Financing and Aid Effectiveness3 
• Infrastructure and the World Bank: A Progress Report 
• Review of World Bank Conditionality 
• Voice and Participation of Developing and Transition Countries 
• The 2005 Review of the PRS Approach 
• HIPC Initiative: Status of Implementation 
• Climate Change, Energy and the World Bank 

 

Other Business 
                                                           
1 The President of the World Bank and the Managing Director of the Fund will each provide a statement, in advance 
of the meeting, focused on agenda topics and other items. 
2 These items are provided for information.  Ministers wishing to comment may do so in their written statements. 
3 This paper is also relevant to the discussion of agenda item I (a). 
 
There will be a Chairman’s Lunch for Members (1:30-3:00 p.m.) in Room MC13-121 of the World Bank Main 
Complex. 
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Washington, D.C., September 25, 2005 

 

DEVELOPMENT COMMITTEE COMMUNIQUÉ 
 

1. We met against the background of a series of major meetings in this “Year of 
Development,” in particular the United Nations 2005 World Summit held in New York on 
September 14-16. These meetings, including the G8 Summit held in Gleneagles in July, have 
resulted in significant progress in building and deepening consensus on key elements of the 
development agenda. In our discussions we focused on implementation and priorities for action. 

 
2. We reiterated our support for the realization of the internationally agreed development 
goals, including the Millennium Development Goals (MDGs), and recognized that this calls for a 
stronger international development partnership. We are encouraged by commitments to 
reinvigorate the aid partnership, with stronger policies in many developing countries matched by 
commitments by developed countries and other donors for significant additional aid and debt 
relief and steps to improve development effectiveness. We reaffirmed the importance of sound 
policies, including promoting a strong private sector and improving governance, in developing 
countries to the achievement of the development goals. In this connection, we emphasized the 
importance of expanding opportunities for those who have the least voice and the fewest 
resources and capabilities. We welcomed the increased resources that will become available as a 
result of the recent establishment of timetables by many donors to achieve the target of 0.7 
percent of GNP for ODA. We commended donors who have already reached or exceeded this 
target. As called for by world leaders at the recent UN Summit, we urged those developed 
countries that have not yet done so to make concrete efforts in this regard in accordance with 
their commitments. We noted the launch of the International Finance Facility for immunization 
and the upcoming implementation of an airline ticket solidarity tax by a group of countries. We 
called on the Bank to assist with implementation issues, as appropriate, to ensure that these 
initiatives are coherent with the overall performance- and country-based aid architecture. We 
also noted ongoing work on blending arrangements and advance market commitments for 
vaccines.  
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3. As important as mobilizing more aid is action to improve the quality of aid. We 
welcomed progress toward establishing tangible indicators and targets for commitments made in 
the Paris Declaration on Aid Effectiveness. We asked the Bank to work closely with the OECD 
Development Assistance Committee and other partners to support the delivery and improve the 
quality of increased assistance, through systematic monitoring and follow-up on aid 
commitments, and through vigorous implementation of the agreed agenda on managing for 
results, harmonization, and alignment. 

 
4. We welcomed the World Bank Group’s ambitious Africa Action Plan, which will support 
African countries in their efforts to increase growth, tackle poverty, and achieve the  
MDGs. We called for timely and vigorous implementation of the Plan and urged that the Bank 
work closely with the African Union, New Partnership for Africa’s Development, African 
Development Bank, African Partnership Forum and other partners. We commended the Plan’s 
results-oriented approach and the concrete actions it proposes to ensure that increased aid will be 
used effectively. The Action Plan correctly focuses on building state capacity and improving 
governance; strengthening the drivers of growth; and promoting broad participation in growth 
and sharing its benefits. We commended its comprehensive approach toward developing an 
African private sector, creating jobs, enhancing exports, expanding infrastructure, raising 
agricultural productivity, strengthening human development, building capacity (including in 
conflict-affected and fragile states), and increasing regional integration. Related areas we 
emphasized include strengthening the implementation of Education for All Fast Track Initiative, 
including closing of the financing gap; stepping up the fight against major diseases including 
HIV/AIDS and malaria; promoting women’s role in development; and improving the 
environment for small and medium enterprises, including access to microfinance. We called for 
further analysis and elaboration of proposed new mechanisms to scale up and strategically target 
aid to countries and programs with potentially high development impact, which are 
complementary to and consistent with IDA framework. We also welcomed the Plan’s emphasis 
on partnerships, monitoring and evaluation, and consultative mechanisms, including reporting 
back to the Committee on progress on a regular basis in the context of the Global Monitoring 
Report, starting in 2007.  
 
5. We welcomed the G8 proposal for 100 percent cancellation of debt owed by eligible 
heavily indebted poor countries (HIPCs) to the International Development Association (IDA), 
the African Development Fund (AfDF), and the International Monetary Fund, as providing a 
valuable opportunity to reduce debt and increase resources for achieving the MDGs. In order to 
expedite the implementation of the proposal, we agreed on the need for an interdependent 
package consisting especially of dollar for dollar compensation for IDA that is truly additional to 
existing commitments and that maintains the financial integrity and capacity of IDA to assist 
poor countries in the future. We are agreed on the need for additionality of donor resources for 
debt relief to provide tangible benefits to HIPCs. We are confident that the package, including 
financing, the main technical features of the proposal and burden sharing on a voluntary basis 
will provide these benefits. We emphasized the importance of maintaining sound economic 
performance and good governance by eligible countries. We urged donor countries to ensure 
financing to fully compensate IDA for forgone reflows resulting from debt relief in order to 
reach a final agreement on the proposal. We welcomed the delivery commitments by the G8 in 
their letter to the World Bank President. We asked the Bank to prepare a compensation schedule 
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and monitoring system of all donor contributions urgently. On this basis we expressed our 
support for the aforementioned package and urged the Bank to proceed with the steps to ensure 
all necessary arrangements for implementation. 
 
6. We also reviewed the implementation of the HIPC Initiative, welcomed continued 
progress in providing debt relief to HIPCs, noted the need to fill the current funding gap, and 
urged full creditor participation. We continue to underline the importance of the existing 
agreement that contributions under the HIPC Initiative be additional to other contributions to 
IDA. Eighteen countries have reached the completion point and another ten are between decision 
and completion points. We look forward to a final list of eligible countries in early 2006. 
 
7. Stronger country policies and more and more effective aid must be complemented with 
ambitious moves to increase openness and market access and to ensure that trade benefits the 
poor. Without a timely and ambitious outcome for the Doha Development Agenda, developing 
countries will not achieve the economic growth needed to meet the MDGs. As we approach the 
crucial Hong Kong Ministerial meeting, which will be an important milestone toward concluding 
the Doha Round in 2006, now is the time for action by all WTO members to move the 
negotiations forward, and we called upon developed countries to show leadership. We cannot 
overemphasize the importance for the global economy and for meeting the MDGs of achieving 
an outcome that includes: (i) a major reform of agricultural trade policies to expand market 
access and eliminate trade-distorting subsidies; (ii) action to open markets in manufactures and 
services; and (iii) increased aid for trade to address supply-side constraints and enhance the 
capacity of developing countries to take advantage of expanded trade opportunities. We 
endorsed the proposal for an enhanced Integrated Framework for Trade-related Technical 
Assistance, including expanding its resources and scope and making it more effective. We asked 
the Bank and the Fund to examine further the adequacy of existing mechanisms to address 
regional or cross-country aid for trade needs and explore new mechanisms as appropriate. We 
supported a strengthened framework for assessing adjustment needs so that IFI and donor 
assistance mechanisms can be better utilized. We urged the Bank and the Fund to better integrate 
trade-related needs into their support for country programs. We also asked the Bank and the 
Fund to continue their global advocacy role on trade and development. 
 
8. Scaling up investment in infrastructure, alongside strong programs for education and 
health, is key to faster growth and progress in reducing poverty. We welcomed the progress 
made by the Bank Group in implementing the Infrastructure Action Plan and strengthening 
public-private partnerships to leverage investment and maximize impact, including in the 
framework of the newly established Africa Infrastructure Consortium. We called for continued 
deepening and scaling up of support for infrastructure service delivery, and removal of 
impediments in this regard, in order to respond to needs in both low- and middle-income 
countries. As part of this effort, we look forward to a progress report at our next meeting by the 
Bank on the impact of fiscal space on growth and achievement of the MDGs, in continued 
cooperation with the Fund on the macroeconomic aspects of this issue. 
 
9. We welcomed the review of World Bank conditionality and endorsed the good practice 
principles the Bank has put forward to streamline conditionality and strengthen country 
ownership and leadership. We called for regular monitoring to ensure their consistent 
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implementation at the country level and for a report on progress next year. We also welcomed 
the work on enhancing IMF instruments in support of its low-income members, and called for 
further strengthening Bank-Fund collaboration in this area. 

 
10. We welcomed the joint Bank-Fund review of the poverty reduction strategy approach and 
noted the contribution the PRS approach is making to enhancing country leadership of the 
development agenda, promoting the articulation of clear and coherent country policies and 
priorities for spurring growth and reducing poverty, improving budget and monitoring systems, 
and sharpening the focus on development results. We noted that country ownership based on 
broad participation is now central to the PRS approach. We also noted the value of country-led 
diagnostics including poverty and social impact analysis in supporting the PRS approach. Good 
progress notwithstanding, continued efforts are needed to strengthen poverty reduction strategies 
and their implementation in many countries. This includes efforts by countries to improve 
policies, domestic resource mobilization, governance, and accountability and by donors to 
provide support in a predictable, aligned, and harmonized manner. 
 
11. We support the World Bank's efforts, including through the Global Environment Facility, 
to assist member countries in measures to mitigate and adapt to the impact of climate change and 
improve energy efficiency and access to renewable and cost-effective energy; and welcomed 
efforts to follow up on the Gleneagles plan of action with early consultations to identify 
pragmatic investment and financing policy actions that can help further the goals of the United 
Nations Framework Convention on Climate Change. We look forward to a report for our next 
meeting on progress made in developing dialogue with partner countries and institutions and a 
future investment framework. 
 
12. The Committee considers the issue of enhancing the voice of developing and transition 
countries in our institutions to be of vital importance. We will continue our discussions with a 
view to building the necessary political consensus on this matter, taking into account progress in 
the context of the IMF quota review.  
 
13. The Committee expressed its appreciation to Mr. Trevor Manuel, Minister of Finance of 
South Africa, for his valuable leadership and guidance as Chairman of the Committee during the 
past four years, and welcomed his successor, Mr. Alberto Carrasquilla, Minister of Finance and 
Public Credit of Colombia. We expressed our gratitude to James Wolfensohn for his outstanding 
leadership of the World Bank Group during the last 10 years, and welcomed the new President of 
the World Bank, Paul Wolfowitz, who attended his first meeting of the Development Committee, 
and wished him a successful tenure. The Ministers also expressed their warm thanks to Mr. 
Thomas Bernes upon conclusion of his tenure as the Committee’s Executive Secretary.  
 
14. The Committee’s next meeting is scheduled for April 23, 2006, in Washington, D.C.   
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