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1. Key messages 
We are deeply concerned that, on current trends, most of the Millennium Development Goals 
(MDGs) will not be met by 2015. The Nordic and Baltic Countries therefore concur with the 
strong and clear message in the first Global Monitoring Report that all parties have to scale up 
their efforts in support of the MDGs substantially. We are ready to play our part and would like 
to highlight the following key messages: 
 
Country ownership, improved governance and fight against corruption are vital for development.  
Economic growth is necessary, but must be accompanied by pro-poor policies in order to reduce 
poverty.    
Aid must be increased and  development effectiveness further improved. Meeting the commitments 
from Monterrey are not enough to achieve the MDGs and far from the UN goal of 0.7 pct. of GNI.  
All actions need to be part of a coherent overall approach to supporting development. Policy 
contradictions need to be clearly identified and addressed. 
A strong, coherent and well co-ordinated multilateral system is needed. The IMF and the World 
Bank must further strengthen their efforts in this area. Active participation in harmonisation and 
alignment of aid around national poverty reduction strategies is crucial. 
We must all maximise our efforts to ensure a successful, pro-poor outcome of the Doha Round. 
The World Bank should remain an attractive partner in middle-income countries. We welcome the 
recent initiative to implement the strategy for enhancing support to these countries.  
Debt sustainability remains an essential condition for economic stability and development in low-
income countries. We welcome the proposal from the IMF and the Bank for an operational 
framework to analyse debt sustainability. 
We are committed to a full implementation of the HIPC initiative and call for a change in the 
methodology when calculating debt cancellation at the Completion Point.  
 
II. The Global Monitoring Report. What is needed to achieve the MDGs?    
The Nordic and Baltic Countries are fully committed to the MDGs. We strongly believe that 
reaching the MDGs is essential for reducing poverty, but also for ensuring peace and stability. 
The Monterrey Consensus provides a common framework of agreed actions and responsibilities 
for all parties. It is now time to take stock and consider whether all parties are delivering on their 
commitments. The first Global Monitoring Report (GMR) provides a very useful basis for this 
important exercise.  
 
All parties need to scale up their efforts. The first GMR confirms that we are still a long way off 
achieving the MDGs. While it is encouraging that the income poverty goal is likely to be 
achieved at the global level, it is of grave concern that only a few of the human development 
goals will be reached if current trends continue. The situation in Sub-Saharan Africa is a source 
of special concern. We strongly urge all countries and parties involved to demonstrate that they 
are committed to deliver on the promises made in Monterrey. We know what is needed and have 
the potential to deliver in order to promote poverty reduction and sustainable development 
throughout the world.  
 
Good governance and country ownership are essential. One of the most important determinants 
for achieving the MDGs is the developing countries’ own policies. Overall policies have 
improved, but governance and public institutions often remain weak. Significant progress is 
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needed in these areas. To achieve the MDGs all countries should establish a democratic society 
based on the rule of law and human rights, as well as a well- functioning public sector that fights 
corruption and is providing fundamental social services to all its citizens. All partners, including 
the International Financial Institutions, have an important role to play in promoting and 
supporting good governance, while acknowledging their different roles and comparative 
advantages. We commend the World Bank Group for making good governance an integral part 
of its operational work. It is of utmost importance that the Bank continues to build on the 
progress that has been made in this area in recent years. However, ultimately, the only actor that 
can ensure a strengthening of governance is a reform-minded government in the country itself. 
 
Economic growth and an enabling environment for the private sector are essential. Growth in 
itself is, however, not a guarantee for poverty reduction. Governments need to implement 
policies that  ensure that the poorer segments of the population can both contribute to and share 
the benefits of economic growth. Accordingly, the role of civil society should be acknowledged. 
Recent research suggests that vast inequality dampens growth prospects. This aspect is not 
sufficiently addressed in the report. Future reports should therefore consider both how pro-poor 
polices may cont ribute to growth and vice versa. 
 
Special attention to Africa is needed. Developments in some African countries deserve special 
attention. The report concludes that the increase in aid flows in 2002 is largely tied to special 
purpose assistance and only a limited part has been allocated to Africa. We strongly endorse the 
increasing focus on selectivity and efficiency in development assistance as a way to ensure that 
aid is wisely used. We believe that it is very important that the donor community contributes to 
building sound institutions and supports good governance in countries in Sub-Saharan Africa, for 
example by supporting NEPAD and the implementation of the principles of the peer review. At 
the same time, we need to make sure that the international community through dialogue and 
institutional capacity building supports low-income countries that are affected by armed conflict 
and have weak governments. In this regard we welcome the Bank’s efforts to refine its role in 
Low-Income Countries Under Stress (LICUS). 
 
ODA is still far too low. Aid has increased but still falls significantly short of what is needed to 
reach the MDGs. If all donors meet their Monterrey commitments, aid will increase by around 
US$ 18.5 billion in 2006 - from the present level of ODA of US$ 58 billion in 2002- and raise 
the level of ODA to 0.29 percent of GNI. However, this is far from what is needed to achieve the 
MDGs and far from our common UN goal of 0.7 percent. According to World Bank estimates, at 
least an extra US$ 30 billion annually can effectively be utilised by developing countries, and as 
countries improve policies and governance, the amount of additional aid that can be used 
effectively will rise into the range of US $ 50 billion. This is the estimated amount that will be 
needed to support adequate progress towards the MDGs. However, this is just about the same 
level of ODA as it was at the turn of the 1990s. 
 
The Nordic and Baltic Countries are actively participating in the efforts to further explore 
financing modalities that may help mobilise resources to achieve the MDGs and support the 
ongoing work by the World Bank in this regard.  
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Development effectiveness can and must be further improved. The Nordic and Baltic Countries 
agree that increased aid needs to be accompanied by strengthened development effectiveness, 
implying that the allocation of aid should benefit countries with better policies and widespread 
poverty. The newly developed aid selectivity index presented in the report highlights this. The 
index is an interesting step towards increased monitoring of the commitments made by 
developed countries.  
 
Harmonisation is vital for making the PRSP process work. The report states that important 
progress has been made towards better aligning aid with national Poverty Reduction Strategies 
(PRS), providing aid in forms that are more responsive to recip ients’ needs, and increasing 
harmonisation of donor policies and practices. But, much more needs to be done in these areas. 
Harmonisation is about making aid more effective in achieving true partnerships between 
developed and developing countries. It is about simplifying administrative procedures and 
thereby enabling developing countries to steer their own development process. 
 
The PRS constitutes a sound framework for implementing policies and programs as well as 
monitoring progress towards the MDGs at the country level. But there is room for considerable 
improvement. The PRS should include medium term goals and be formulated in an open and 
transparent process that includes participation of all relevant stakeholders. The PRS should be 
linked to medium term expenditure frameworks and annual budgets and programs where all 
resources, including domestic revenues and aid flows, are incorporated.  
 
Moreover, we agree that development assistance needs to be part of a coherent overall approach 
to supporting development and making it more effective. Processes need to be put in place that 
enable an integrated assessment of the coherence of policies that affect development. In the 
Nordic Baltic Countries steps are being taken in this direction. 
 
Trade is one of the most important factors for development. Liberalisation of international trade 
is an important commitment from Monterrey and of key importance for achieving the MDGs. 
Therefore, we all have to maximise our efforts to deliver on the Doha Development Agenda and 
ensure a timely and pro-development outcome to the Doha Round. The Nordic and Baltic 
Countries acknowledge the special importance of agriculture to developing countries, and thus 
the responsibility the industrial countries have in improving the market access for agricultural 
products. In order for developing countries to take full advantage of improved market access, 
low-income countries should be supported in dealing with “behind-the border” issues.  
 
The International Financial Institutions (IFIs) should further harmonise. The enormous 
challenge of achieving the MDGs also calls for a strong, coherent, and well co-ordinated 
multilateral system. The need for strengthening the multilateral system and the international 
financial architecture is clearly highlighted also in the recent report by the World Commission on 
the Social Dimension of Globalisation. The World Bank and other IFIs are playing an active role 
in promoting harmonisation efforts at the country level. However, while important progress has 
been made, there is considerable room for further improvement. The IFIs should therefore 
continue to strengthen and refine their role. The report would benefit greatly by including more 
specific recommendations and guidelines in order to advance in this respect.   
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Further strengthening of the global monitoring exercise. The Nordic and Baltic Countries firmly 
support the concept of global monitoring. We believe that it has an important role to play in 
focusing our attention on how our policies can be supportive of the MDGs. We are fully 
committed to furthering the results agenda and see the Marrakech Core Principles and Action 
Plan as an important step forward. Concerning research on the determinants of the MDGs, we 
believe the monitoring could be further improved by giving more attention to the role of 
empowerment of women, democratisation, human rights and the development of redistribution 
and tax systems to ensure that progress includes and benefits the poor.  
 
These important aspects are only briefly mentioned in this first report. Some of these areas fall 
within the mandate of other institutions. This is one of the reasons why we are convinced that 
close co-operation between the Bank, the United Nations and other partners is extremely 
important in order to avoid a counter-productive overlap of monitoring activities and to ensure 
that the international architecture functions as one coherent system. We welcome the possibility 
of discussing MDG monitoring also in the forthcoming BWI-ECOSOC High-Level meeting, a 
forum that may contribute to improving the monitoring process, and would welcome more 
concrete and ambitious suggestions for enhancing co-operation between development partners.  
 
The Education For All - Fast Track Initiative (EFA-FTI) is important. The Nordic and Baltic 
Countries welcome the progress made so far on the establishment of a global framework for the 
EFA-FTI process. We are particularly pleased that the donors in March agreed on a common 
framework for the Initiative. We can now focus more on bringing the process to the country 
level. Sector Wide Approaches (SWAPs) and budget support have proven to be good instruments 
for coordination as well as effective tools for increasing the dialogue and partnership among 
development partners, and we encourage all donors to make use of these instruments as much as 
possible. 
 
The mobilisation of external resources falls far short of the level needed to close the financing 
gap, and the existing aid allocation instruments need to be further exploited to ensure 
complementarity, flexibility and predictability. We also recognise that low absorptive and 
implementation capacity in some of our partner countries represents a real challenge in terms of 
speeding up the process. Capacity and institution building in the education sector should 
therefore be given high priority.  
 
The role of the Bank in middle-income countries. We consider it very important that the World   
Bank remains an attractive partner in middle- income countries as these countries house the 
majority of the world’s poor. We therefore welcome the recent initiative to implement the 
strategy for enhancing support to middle- income countries. Conditions and circumstances in 
these countries vary widely, and therefore so must the support that the Bank provides in keeping 
with the overall objectives of poverty reduction and attainment of the MDGs.  
 
The Bank can and should function as a catalyst for private financing and a quality insurer of, for 
example, the environmental aspects of large-scale infrastructure projects. The Bank should 
continue to engage in dialogue with these countries on issues such as governance, social 
development, infrastructure, financial sector and other areas of expertise where the Bank has a 
comparative advantage vis-à-vis other financial or development institutions. Particularly, the 
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Bank should do more work on inequality. In many of the world’s middle- income countries vast 
inequality threatens to hamper economic and social development. Hence, reduced inequality can 
contribute to a stronger base for sustainable growth and poverty reduction. 
 
The Nordic and Baltic Countries believe that efforts to make Bank support more efficient and 
advantageous, including interna l rationalization, must be thoroughly and open-mindedly 
addressed while keeping in mind the importance of strong safeguard policies in adding value to 
Bank support. 
 
III. Long-Term Debt Sustainability 
Debt sustainability in low-income countries remains an essential condition for economic stability 
and development. Issues relating to governance, sound macroeconomic policies, diversification 
of exports as well as donor co-ordination need to be addressed in this context. Furthermore, there 
is a need to reduce low-income countries dependence on external debt financing, i.a. by 
increasing domestic savings and by attracting non-debt-creating forms of external resources such 
as equity flows, foreign direct investments and aid grants. Productive use of all resources is key 
to ensuring the future capacity to honour debt service obligations. 
 
The HIPC initiative should be fully implemented. The initiative was meant to address the urgent 
debt problems of eligible HIPCs within a short period of time and to ensure that their debts were 
sustainable when exiting the initiative. For various reasons the implementation of the initiative 
has taken longer than envisaged. Moreover, some countries which have completed the HIPC 
process  have ended up with debt ratios exceeding the HIPC thresholds due to a number of 
internal and external factors. Other countries expected to reach the Completion Point soon are 
unfortunately headed in the same direction, if no corrective action is taken.   
 
The Nordic and Baltic Countries stand by their commitment to a full and complete 
implementation of the HIPC initiative, including the possibility of providing additional debt 
relief by topping up at the Completion Point. Such a decision must be based on fair and 
transparent criteria and on the condition that there has been a fundamental change in the 
country’s economic circumstances due to exceptional exogenous shocks. 
 
The current methodology for calculating topping up distorts the burden sharing among bilateral 
creditors, and deprives debtor countrie s of additional debt reduction. Therefore, additional 
bilateral debt relief on top of and beyond HIPC relief should be excluded when calculating the 
need for topping up. 
 
All bilateral creditor countries are encouraged to provide 100 per cent cancellation of debt 
contracted before the initiative was enhanced in 1999. As was clearly stated from the outset, 
financing of debt relief should not compromise the financing made available through 
concessional windows such as IDA. All creditors, both official and private, which have not yet 
provided their share of the financing are strongly urged to do so. As agreed in the IDA 13 report, 
these challenges should be addressed at HIPC meetings to be held in the course of the IDA 14 
negotiations. 
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The Nordic and Baltic countries welcome the operational framework to analyse debt 
sustainability. Obviously, debt relief alone cannot guarantee debt sustainability. We find that the 
proposed framework represents a constructive approach that provides a sound basis for 
incorporating debt sustainability considerations in a forward-looking way. We welcome the 
application of a more country-specific approach than currently in the terms of defining 
sustainable debt levels and agree on the need for a better balance between “rules and discretion” 
in the analyses. We further agree that we need to look at innovative ways of dealing with 
external shocks. The operational framework will constitute an essential tool to ensure that 
borrowers and lenders share a common approach to reduce the risk of debt distress in low-
income countries. An enhanced monitoring role for the IMF is important to avoid countries 
ending up in a new debt trap. 
 
Moving forward we would particularly like to highlight the following issues: 
 
Firstly, debt sustainability analyses must be based on robust and transparent criteria with realistic 
projections for growth, exports and fiscal revenues. All projected financial flows must be 
included. Moreover, the assessment should take into account both overall debt stock, including 
domestic debt, and debt service burden. New lending that would bring the debt level above what 
can be considered to be sustainable should be avoided. The debtor countries have the primary 
responsibility to maintain sustainable debt levels, but providers of multilateral and bilateral ODA 
loans and export credits also bear a responsibility to avoid that poor countries do not end up in a 
debt trap. 
 
Secondly, institutional quality and governance must be strengthened. Especially, the transparency 
and accountability as regards new borrowing remains weak in many low-income countries. In 
this respect, external and internal debt management should receive strengthened focus in the 
future technical assistance programs of the Bank and the Fund. Such technical assistance should 
be carefully co-ordinated with other institutions active in this area, including the DMFAS 
Programme in UNCTAD. To develop best practices and improve information flows in this area, 
the creation of a Consultative Group on Debt Management should be seriously considered.  
 
Thirdly, the Bank and the Fund should in their Joint Staff Assessments of PRSPs give adequate 
attention to how the authorities have addressed the medium to longer term structural challenges 
relating to reducing low-income countries dependence on external debt financing and their 
vulnerability to external shocks. In this respect, the importance of export diversification should 
be given particular attention. 
 
Finally, we agree that we need to look at innovative ways of dealing with external shocks. There 
is a need for reviewing existing instruments to mitigate the negative effects of exogenous shocks 
and to explore potential new instruments. The Nordic and Baltic Countries support the ongoing 
work on this within the World Bank and the IMF.    
 


