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 Dear Colleagues,

Views on development have changed in the last few decades, even the last few
years. We now have a more realistic, less simplistic, view of the nature of the
development process.

The experience of emerging and transition countries illustrates the value of reform
oriented toward improving market mechanisms. This is understood. But, in
contrast with the frequently heard ideological formulas on this subject, experience
has taught us the importance of institutions and rules for well functioning markets.
Whether in finance, in labor, or in food products, trade and markets are
constructions which must be built up with care. Without this, risk of failure,
derailment, or conflict will be high. Economic liberalization cannot succeed unless
society is protected against market failure. There is no such thing as an efficient
market without a comprehensive set of public, fiscal, legal, administrative and
prudential regulations.

This fact obliges us to entirely rethink our development strategies. This is true for
developing countries, for which democracy must be the cornerstone upon which
coherent efforts of civil society, economic actors, and governments are built. This
is also true for the international financial institutions whose mandate must more
than ever be based on principles of universality and multilateralism. And, it is true
for the industrialized countries, which, now that they have set ambitious
international development goals for 2015, must define more effective aid
mechanisms to make a frontal attack on international inequalities.

1. Economic growth is necessary, but not sufficient, to reach the objectives
which we have set for ourselves.

Realizing the major aspiration – to reduce extreme poverty by half in 2015 –means
being capable of attaining high growth rates, but also of making sure that growth
benefits the poorest, notably through setting up redistributive mechanisms. Private
investment is progressing strongly in developing countries, but is as yet
concentrated on a few. The other objectives—universal primary education,
reduction of infant mortality, promoting gender equality—will not come about as a
“natural” consequence of economic progress. To achieve them, we must
implement specific development policies.

ODA alone is not sufficient to sustain the development process, but, it would be
irresponsible, if for one reason or another, we were complacent about the reduction
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of ODA in industrial country budgets. France, which devotes the highest
percentage of its GDP of the G7 countries to aid, will not resign itself to such a
retreat. We are convinced that for many countries, ODA is essential to basic
capacity building in areas with social, but not financial, rates of return: education,
infrastructure, and institution building.

Even during periods of rapid growth, even in countries which have succeeded in
starting the development process, poor populations remain very vulnerable when
social safety nets are inadequate or absent, as the recent financial crises have
shown. In certain cases, growth left to itself brings with it increasing inequalities
which can reach totally unacceptable levels. International comparisons have shown
that such inequalities are in no way precursors of economic success, quite the
opposite.

The absence of the rule of law penalizes those agents who respect the rules,
discourages initiative, and finally works against the most vulnerable in society. The
effectiveness of ODA is compromised – or its benefits diverted – by poor public
management and corruption. Poverty is a cumulative process, we in the
industrialized countries are experiencing this too, through the phenomenon of
exclusion. Poverty must be directly addressed through coherent well thought out
programs, not simply by blindly throwing money at the problems.

For the last several years, development policies have been confronted by new
challenges outside strict economic and social boundaries: the fight against
HIV/AIDS and environmental protection are two of the principal ones. More than
34 million people are infected with HIV/AIDS, of whom 22 million are in Africa.
The human and economic impact of this epidemic is overwhelming. The fight
against the major infectious diseases (HIV/AIDS, malaria, tuberculosis) is first and
foremost a question of survival. Similarly, environmental protection, the fight
against climate change, and the preservation of water resources, can’t be
considered exclusively on the basis of economic interest. Here again, it is a
question of the future of all humanity, not just the developing countries.

2. It is clear that this is not a time for reduced aid, but for “better aid”: we
must better share to the benefits of economic growth and counter certain
excesses of globalization.

Africa remains the greatest challenge. It is the continent where results of
development policies over the last decades have been the most disappointing.
Conflicts, HIV/AIDS, weak institutional frameworks are equally important



3

challenges. We have opened a number of new avenues to development, as yet
insufficiently exploited. I’m thinking in particular of regional integration, which
can be both a factor in political stabilization, contributing to the prevention of
conflicts, and a place where closer economic relationships can stimulate increased
economic activity. The African countries have been real pioneers, having already
created two regional economic zones. I have, this week, invited my colleagues
from the CFA Franc Zone to deepen these relationships by increasing their
cooperation, particularly in infrastructure and trade. I further proposed that we
open negotiations on a regional investment agreement to create a common system
for protecting investment inside the CFA Franc Zone. This would increase the
Zone’s attractiveness to private investment.

In the trade sphere, opening markets is indispensable to accelerating growth. The
European Union has just given the example by opening its borders, unconditionally
and without customs duties, to products from the less developed countries. My
European colleagues and I urge others to make a similar commitment. However,
we have to be mindful of the difficulties which can be caused in the first stages of
market opening, in effect cutting off tariff revenues which can be an important
source of public revenues. This is why, after consulting with our African
colleagues in Abidjan, I have this morning asked the International Monetary Fund
to consider creating a facility which would partially compensate for such revenue
loss.

The World Bank Group, must further integrate Africa into its priorities: by
respecting the commitment to devote half of IDA resources to Africa; by
intensifying the action of IFC and MIGA, which are catalysers of private
investment; and, by giving Africa a higher share of administrative budget after
several years of reduction. Given economic reality, especially in Africa, these
interventions should be as local as possible, helping to start up or further develop
many small scale projects. It is reasonable to expect that dissemination of effort
throughout the social fabric, can in many cases have greater impact than large,
concentrated, industrial projects. A number of small projects is also a way to
enliven local areas, to activate civil society, and to make democracy, the
precondition for development, more vibrant.

We must—this is a major priority—put in place sufficient and appropriate means
to combat HIV/AIDS, because a multifaceted strategy encompassing all aspects of
the problem is necessary: informing and sensitising public authorities (especially
local ones), who are often insufficiently aware of what is at stake in this epidemic;
instituting preventive measures against mother/child transmission; securing the
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safety of blood transfusions; broadening access to treatment; and supporting
research on vaccines. As I already stressed in Prague, the financial need is
considerable, up to $10 billion over the next few years. I am convinced that we can
raise this amount. Important bilateral and multilateral sources do exist. Most urgent
will be to organize the actors capable of mobilizing and using these resources as
effectively as possible. I was pleased to note that Mr. Kofi Annan recently put
forward comparable proposals at the Summit of Abuja. Good coordination is
requisite—particularly in the financial sphere—as well as a precise definition of
the role of the different competent organizations: the World Bank, the World
Health Organization, other UN agencies, etc. Improving access to treatment is also
indispensable. We have to give primacy to negotiations between governments and
the pharmaceutical industry. (These sorts of negotiations led to a decrease of 90%
in the cost of treatment in Senegal.) Conversely, measures must be taken to prevent
the resale of these medicines on the black market in industrialized countries. If this
is insufficient, we have to verify if current rules for the protection of intellectual
property rights are sufficiently adapted to respond to this urgent situation. It is on
France’s proposal that an international conference on improving access to
treatment will be organized by the United Nations at the end of 2001. We should
be able to come out of that meeting with some fully fleshed out programs.

It is when developing country encounter financial difficulties that we know how
necessary adjustment policies are. Social expenditures must not fall victim to
external shocks. I think that we need to ring-fence them in some way. These
expenditures are not luxuries for development. The quantitative goals which were
fixed for the different development institutions must be respected (for example,
40% of IDA resources for social programs). Adjustment programs must further
integrate the social dimension, including in their conditionalities. The World Bank
should not transform its lending instruments, particularly adjustment lending, in
ways which could result in any decrease of the financial resources devoted to
social sectors. For the middle income countries in particular, multilateral
development banks can be legitimate vis-à-vis other, notably private, actors, only if
they limit their action to their core business of reducing poverty and combating
inequality. Preventing financial crises – a major strategic responsibility of the
multilateral development banks –must integrally incorporate the prevention of
adverse social impacts.

Consolidating the rule of law and good governance will protect the poorest and
increase aid effectiveness: aid resources are lost without effective institutions and
an appropriate framework to effectively transform them into positive development
results. Evaluating good institutional country performance makes it possible to
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identify the countries where aid will have the greatest leverage, and, as is perfectly
legitimate, these good performers should benefit from higher levels of aid. At the
same time, we must make every effort to support peace and reestablish the rule of
law in countries affected by conflict, and to strengthen standards and codes in
countries suffering from poor public management and corruption. Institutional
assessments must take into account the fight against financial abuse, which is not
yet adequately integrated in MDB intervention processes.

3. “Better aid” also means learning from the HIPC experience and looking
beyond it.

The HIPC initiative has had a restructuring effect, putting poverty reduction at the
forefront of the development debate. In eligible countries, the HIPC initiative
reaffirmed the priority importance of social sectors in the fight against poverty.
The 22 countries which reached the decision point in 2000 have translated that
priority into a significant increase in social expenditure. According to the World
Bank, social expenditures have increased from 4.4 to 5.1% of GDP in Africa, and
from 10.8 to 13.5% in Latin America. We must pursue the implementation of the
HIPC initiative, emphasizing how well the resources freed by debt reduction are
actually used; strengthening the public expenditure management system; raising
the quality of poverty reduction strategy papers; and improving debt sustainability
analyses. Middle Income Countries lack a functioning framework similar to the
PRSP to identify poverty reduction priorities. Further, this aspect is not well
enough integrated into the large adjustment programs which the World Bank puts
in place in response to the financial crises.

I want to add a proposal for a partial and well-framed recourse to grants to sustain
the achievements of the HIPC initiative. In bringing debt levels of the poorest
countries back down to sustainable levels, HIPC is a major initiative which has
learned from the past and given the concerned countries another chance…on
condition that they are not now pressured to reconstitute their debt. The
multilateral institutions are the largest lenders to the HIPC countries: these lenders
should strictly monitor that sustainable external debt levels are maintained while
continuing to provide these countries with performance-based support for poverty
reduction. This goal could be compromised if the World Bank can only intervene
in the form of loans, even with the most favourable conditions. Therefore, it seems
desirable that in the HIPC countries, the MDBs be entitled to complement their
traditional operations with grants, limiting them to certain categories of projects
with a high priority for poverty reduction, such as social sector investments and the
fight against HIV/AIDS.
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Preparation of PRSP’s must constitute a means to mobilize society around
sustainable development goals. Civil society is active at the global as well as at the
local level, a new given in the development equation which must be taken into
account. The sense of solidarity and spirit of initiative in civil society must be
mobilized. Because the engagement of civil society is so new, it is encountering a
number of practical difficulties, calling into question old practices of country
authorities and of international institutions. But, we have to overcome these
obstacles and hesitations. For all concerned, we must find a means of effective
dialogue and cooperation with the NGO’s. It should respond to democratic
requirements and channel the militant energy civil society intends to devote to the
development process from now on.

The search for better ownership of the development process by the countries
themselves, and organizing better coordination among the different actors, are two
pressing challenges. As recent evaluations conducted by the World Bank in Africa
have shown, aid effectiveness is greatly improved when the reforms accompanying
it result from the internal political process of the beneficiary country itself. I
underlined in my introduction the importance of the link between democracy and
economic success. This ownership is one of the fundamental elements in PRSP’s,
although their quality must still be improved. Development priorities must be
recognized by all involved: beneficiary countries, donors and lenders, multilateral
institutions. This consensus must be translated into country development strategies
and into IFI interventions, notably conditionalities. Conditionalities have been the
object of some criticisms, not all of which are unjustified. They should seek to
implement simple principles, not require a heavy technocratic process. In the
preparation of these programs, we must strengthen the local democratic bodies
which can foster ownership of the priorities in development policies. Finally,
PRSP’s offer the opportunity to build a common vision of development in a
country and to clarify the respective roles of different actors. Inappropriate
competition among public development institutions wastes taxpayer money and is
unacceptable. The same is true for external donors. Preparing a global strategy for
the fight against poverty must be an occasion to define roles: for the World Bank,
crisis prevention, global challenges of development, structural and sectoral
reforms; for the Regional Banks, efforts close to home, such as regional
integration; for the IMF, managing crisis and macroeconomic surveillance.

In conclusion, I want to reaffirm the importance of poverty reduction, not as a
theme for discussion, but as a subject for action. We must translate this goal into
the operational priorities of the international financial institutions. This means a
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higher profile for Africa; a larger place for social issues and better protection for
them in adjustment programs; better regulation, especially in the fight against
money laundering; and economic growth in solidarity with the poorest. Adapted
for the least developed countries, these priorities are equally applicable to middle
income countries, whose poorest populations remain very vulnerable to financial
crises. We must take full advantage of the HIPC experience: pursuing and
improving its implementation in a way that strengthens democracy, good public
management, and preserves the sustainability of “post HIPC” debt through
selective recourse to grants. Thus, we will give ourselves the means to “better aid”
developing countries, by better articulating the fight against poverty and inequality
with the achievement of dynamic economic growth characterized by open markets,
private investment, and the dissemination of technology. Now that the fall of
communism, financial crises, and debt forgiveness are in the past, “better aid” must
be our central development goal.


