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Statement by H. E. Antonio Palocci, Minister of Finance of Brazil 
 

On behalf of Brazil, Colombia, the Dominican Republic, Ecuador, Haiti, Panama, the 
Philippines, Suriname and Trinidad and Tobago 

 
 

I.  Global Monitoring Report 2005: MDGs: From Consensus to Momentum 
 
1. The year 2005 is a critical year towards global efforts to achieve the Millennium 
Development Goals (MDGs). All parties involved must strengthen their individual commitments 
embodied in the Monterrey Consensus, with shared responsibilities falling upon developing 
countries, their developed partners, and the international financial institutions.  A useful tool to 
monitor commitments is the Global Monitoring Report (GMR) which provides an annual 
comprehensive assessment of progress on policies and actions needed to achieve the MDGs.   
 
2.  For the GMR 2005, we note with concern that while progress has been made towards the 
attainment of the MDGs, it has been uneven and slower than envisaged. Of particular concern, is 
Sub-Saharan Africa, where most countries run the risk of falling far short of the goals.  For this 
reason, we think that GMR 2005’s focus on that region is timely and appropriate. 
 
3.  We broadly agree with the GMR 2005’s proposed five-point agenda for accelerating 
progress towards the MDGs. We think it constitutes a realistic and comprehensive set of steps 
which together with political will, can pave the way for the attainment of the MDGs. Allow me 
to elaborate our thoughts on the matter.   
 
4.  On anchoring actions to achieve the MDGs in country-led development strategies, we 
highlight two critical aspects. First, is the importance of country ownership. This involves the 
identification of issues and consultations with a wide variety of agents to reach consensus on a 
poverty reduction strategy (PRS).  Backed up by analytical work and capacity building efforts, 
country ownership not only incorporates realism into the PRS but also motivates executing 
agents. Second, is the need to link the PRS to a medium-term fiscal framework.  Such a 
framework help determine the appropriate budgetary allocation to priority programs as well as 
help donors align and harmonize their assistance. In this regard, we note with satisfaction that 47 
countries are implementing PRSs, and another 12 have prepared interim PRSs, that increasingly 
embody the MDGs.  
 
5.  We reiterate our view that growth is a necessary condition for poverty reduction. Despite 
averaging 6.5 percent GDP growth in 2004 – the highest level in more than a decade – 
developing countries’ growth is far from even and satisfactory. Indeed, Sub-Saharan Africa’s 
GDP would have to double for the region to achieve the income goal. Since achieving higher 
rates of growth would only be possible in an environment where the private sector can flourish, 
we support the proposed actions to improve the environment for stronger private sector 
economic growth. Of special interest to us is strengthening fiscal management, particularly the 
structure and quality of public spending. A well managed fiscal sector will help attract and retain 
private sector investments, strengthen capacity in the public sector and improve the quality of 
governance while supporting policies aimed at sustainable growth with social justice and income 
distribution. 
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6.  The third action point of scaling up the delivery of human development services touches 
on an issue that our Constituency has consistently raised - the urgent need for flexible and 
predictable financing for recurrent cost intensive services offered by providers such as health 
workers and teachers. At the Board of the WBG, we have supported all projects targeted to 
increase the supply of skilled service providers with the caveat that this increased supply means 
little if adequate financing is not provided to sustain it in the long term.  We note in this year’s 
GMR that an additional external financing of US$3 billion per annum, at a minimum, would be 
necessary to achieve the primary education goal in low-income countries. And at least an 
additional US$ 25 billion per annum would be needed to meet the health goals. On the recip ient 
countries’ side, we emphasize that sound expenditure management, marked by integrity and 
efficiency, and continuous monitoring on development outcomes, are critical conditions to make 
adequate use of financing recurrent costs. On the donor countries’ side, we see a disconnect 
between recurrent, local, and largely personnel costs that countries need to finance, and the 
technical assistance financing that bilateral donors are actually providing, noting that 70 percent 
of all aid to education consists of technical assistance. We encourage both recipient and donor 
countries to close this gap. 
 
7. On the fourth action agenda, our Constituency has been fully committed to the successful 
outcome of the Doha Round. In our view, a sharp reduction in market access barriers is the key 
in a multilateral, reciprocal, non-discriminatory trade liberalization process and requires a 
dramatic change in the agricultural trade policy of high- income countries. We highlight the 
GMR’s affirmation that trade policy in high- income countries is more than seven times as 
restrictive in agriculture as in manufacturing. The commitment rooted in the Monterrey 
Consensus of allocating 0.7% GDP to ODA can easily be offset by 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. As much as two-thirds of the 
estimated global gains are related to the reform of agricultural trade. According to the GMR, this 
would imply a boost to the GDP of low-income countries of about 2 percent, and that of Sub-
Saharan Africa of 1.3 percent. We also attach importance to recent developments in regional 
integration and in the formation of free trade areas (FTAs).  
 
8. We fully support a substantial increase in the level and effectiveness of official 
development assistance. We believe that the proposal to double ODA in the next five years to 
support the MDGs, particularly in low-income countries and Sub-Saharan Africa, is achievable if 
donors actually take concrete steps to fulfill their commitment of providing 0.7% of GDP as 
ODA. We took note with satisfaction that, after a decade of almost continuous decline, aid 
volumes have been recovering since 2001, with a real increase by 12 percent during 2002-03 in 
net ODA. This increase in the volume of aid takes into account, the absorptive capacity of 
recipient countries, the ownership of development programs articulated in their PRSs, their 
progress in governance and institutional capacities, as well as the progress on alignment and 
harmonization among donor countries.  
 
9. We agree that particular attention has to be placed on aid effectiveness. We also agree 
with the GMR that aid is often fragmented, volatile, and more aligned with donor agendas and 
preferences than country priorities, as well as entails high transaction costs. In this regard, we 
welcome 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.  Budget support or sector-wide 
programs are appropriate in some cases as countries make progress in improving public 
expenditure programs. A mix of grants and loans would also be appropriate for countries that 
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have (or risk having) a debt sustainability problem. We also believe that it would be possible to 
conclude current proposals for additional debt relief during this year.  
 
10. By endorsing the GMR 2005’s focus on Sub-Saharan Africa, our Constituency 
acknowledges that momentum should be seized to channel aid to low income countries, given 
the risk that those countries may not be able to achieve the MDGs. In addition to aid, LICs need 
incentives to strengthen government institutions, a process that may take a long time before 
initial results are apparent. It is our view that aid flows should not be withheld until those results 
do materialize.  
 
11.  Notwithstanding the critical challenges facing LICs, we recall that poverty is not 
confined to specific geographic regions of the globe. Middle income countries are also home to 
large numbers of people living on less than US$ 1 dollar per day. Pockets of poverty exist in 
MICs because of unequal income distribution and uneven geographic distribution of economic 
activities. Addressing these pockets of poverty is key to the achievement of the MDGs in most of 
those countries.   
 
12. However, most MICs face fiscal constraints even as it needs to scale up its social 
programs and much needed investments. Infrastructure is critical for MICs’ poverty reduction 
efforts, including those for water and sanitation, and transport. For this reason, aid provides the 
needed resources for spending for the poor and vulnerable groups in MICs. We call on 
Multilateral Development Banks (MDBs) to increase financing for infrastructure as well as 
develop a new lending window to help MICs deal with global capital volatility and external 
shocks. We also call on them to reduce the costs of doing business with the Bank. For example, 
the use of fiduciary policies which rely on nationa l safeguards could significantly reduce the 
non-financial costs of operations. An enhanced involvement with MICs would not only fulfill the 
Bank’s mandate, but would also improve its financial position.   
 
II.  Financing the Development Agenda 
 
13.  The need for increased, more stable, and predictable aid calls for a renewed impetus in 
the design and implementation of innovative financing modalities. We are aware that ODA relies 
on national budgets and thus, subject to political circumstances. But hunger cannot wait. We 
recall the Declaration of New York of September 20th, 2004 which stated that “at the present 
stage of technological progress and agricultural production worldwide, the persistence of 
(extreme poverty) is economically irrational, politically unacceptable and morally shameful”.  
The Declaration also stressed that it is “appropriate and timely to give further attention to 
innovative mechanisms of financing – public or private, compulsory and voluntary, of universal 
or limited membership – in order to raise funds urgently needed to help meet the MDGs and to 
complement and ensure long-term stability and predictability to foreign aid”.  Last February 
2005 in Brasilia, Brazil, Chile, France, Germany and Spain reiterated their commitments to 
innovative mechanisms with their Action Plan Against Hunger and Poverty, with the support of 
112 countries.  President Lula has been enthusiastically advancing this agenda in all fora.  The 
time has come for the international community to seriously examine the merits and feasibility of 
innovative non–distortionary modalities such as the International Finance Facility, nationally 
applied and internationally coordinated taxes, voluntary contributions, blending arrangements, 
remittances, and the special issuance of SDRs. We invite the Bank and the Fund to take 
advantage of this political momentum to deepen their analysis on the subject and offer solutions 
to outstanding implementation issues. 
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14. Our support for the International Finance Facility hinges on the premise that frontloaded 
aid commitments generate social and economic returns on investments higher than borrowing 
costs. We note that there are still four outstanding issues related to the implementation of the 
International Finance Facility and hope that these will be resolved with the pilot IFF for 
immunization. As a pilot program, the IFF Immunization fits all the basic requirements for the 
use of a frontloading mechanism. It is an excellent example where frontloaded investments in 
research and vaccination offer far more results than resources allocated over time for the same 
purpose. We encourage countries who have signified their interest in joining the IFF 
immunization pilot case to resolve outstanding issues and proceed with implementation in the 
soonest possible time.  
 
15. Whereas the IFF is targeted to finance investments, nationally applied and internationally 
coordinated taxes would better address the funding of recurrent costs. We are aware that taxes of 
that nature must be realistic, based on sound principles, and viable both operationally and 
financially. Also, it is imperative that tax mechanisms neutral to market equilibrium contribute to 
increase the volume of aid. We fully agree that any tax would also be subject to the adequacy of 
its revenue yield, its impact on equity and efficiency in the wider economy, and the ease of its 
collection.  A set of criteria is therefore critical to allow comparisons among alternatives. 
Moreover, it is important that political momentum be used to overcome the remaining political 
obstacles facing global taxation efforts.  
 
16. Blending mechanisms are of particular interest to our Constituency, not only because 
they help enhance effectiveness and the structure of incentives toward good policies, but also 
because they seem tailored to address the financing requirements of reducing the pockets of 
poverty in MICs. We strongly encourage the World Bank to deepen its work on this critical 
issue. 
 
17. Given the various proposals on financing modalities for development, we reiterate our 
position that the best course of action is to move simultaneously in several fronts.  Further 
research, additional data, supplementary quantitative analysis, and quantitative simulations are 
still needed to better assess all options.  
 
III.  Voice and Participation of Developing and Transition Countries 
 
18. Broadening and strengthening of the participation of developing and transition countries 
in the decision-making process at the Bretton Woods Institutions is an important principle of the 
Monterrey Consensus. We therefore reiterate our long held position that a comprehensive 
discussion of mechanisms to strengthen the representation and influence of developing and 
transition countries (DTCs) in the Bretton Woods Institutions is needed. We believe that 
significant progress can only be made once member countries reach political consensus.  
 
19. We also maintain our belief that the fundamental way to strengthen the representation of 
developing and transition countries in the Bretton Woods Institutions is by increasing the 
cumulative voting power of DTCs. In our view, this representation can be strengthened by means 
of a combination of a careful change in the formulae for calculating quotas in the International 
Monetary Fund and an increase in the number of basic votes.  The quota formula could be 
simplified so as to give more weight to GDP measured in purchasing power parity terms.  An 
increase in basic votes would restore the original share of DTCs when the BWIs were initially 
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established. Therefore, the structural aspects of voice and representation of DTCs must remain 
on the agenda of the BWIs.   
 
20. Nonetheless, we have supported other initiatives to enhance the increased participation of 
developing countries in the Bank and Fund decision making process. These include measures 
such as the addition of new positions to a number of multi-country Chairs; the creation of a 
second Alternate Director for multi-country Chairs; the extension of mandates for Executive 
Directors; and the establishment of an Analytical Trust Fund. We also extended our full support 
for country-owned Poverty Reduction Strategies, decentralization of decision-making and 
operational staff in the countries, and capacity building.  
 
21. Within the framework of enhanced representation of developing countries, we highlight 
the issue of increasing the use of the special majority of 70 percent to approve decisions on 
policy issues. Without challenging the traditional decision-making process based on a broad 
consensus, an increased special ma jority of votes on critical decisions could give additional 
assurance that the voice of developing countries would be taken into account.  
 
22. With respect to IDA, a discrepancy remains between votes allocated and actual voting 
rights because not all Part II members have yet subscribed to the full amounts allocated to them,  
In our view, this scenario reflects not only the financial constraints faced by developing countries 
but a possible lack of interest in the IDA governance structure. This may probably be related to 
the imbalance in the decision-making power between IDA-Deputies and the IDA Board of 
Directors.  We recommend that a significant part of the IDA decision-making process be 
returned to the IDA Board of Directors, thereby increasing the voice and representation of the 
developing countries.  
 
23. In closing, we reiterate the critical importance of addressing structural issues of voice and 
participation of DTCs.  We should begin by simplifying the IMF quota formula. Given the 
linkage between the Fund and Bank’s capital structure, we urge the Fund to take the bold step to 
review the quota formula. With the Fund taking the lead, changes in the quota formula would 
immediately impact access to financial resources. 
 


