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At the outset, we would like to express our gratitude to President Wolfensohn for his 
achievements in making the World Bank a capable and talented development institution. 
During his tenure, crucial issues such as country ownership, transparency, and 
accountability were given their due prominence. We also congratulate Paul Wolfowitz on 
his election as the next president of the World Bank Group, and look forward to helping 
him build on this strong record. 
 

Taking Stock of Recent Development Performance 
 
We take heart from the progress made, and from the proven track record of the 
Millennium Development Goals (MDGs) as a useful and practical platform to make 
development a concrete, rather than abstract, concept. They were also believed to be 
realistic in 2000, when they were launched. As the Report to the United Nations 
Secretary-General reminds us, the MDGs are the most broadly supported, quantified, and 
time-bound targets for addressing poverty in its various dimensions – income, hunger, 
disease, inadequacy of shelter and exclusion – while promoting gender equality, 
education, and environmental sustainability. 
 
The MDGs are about people, and are too important to fail. Yet every week, the 
developing world is experiencing a catastrophe of the scope of the recent tsunami that hit 
South and South-East Asia: 200,000 children under the age of five die of disease, and 
10,000 women die giving birth. While we take comfort from the fact that progress in 
China and India will probably help achieve the income poverty target of the MDGs 
overall, we are concerned that others appear to be out of reach.  
 
Sub-Saharan Africa is the continent facing the most challenges. Many of the HIPC 
countries and low-income countries under stress are found in this part of the world. So 
are some of the most debilitating wars (civil and otherwise) – making it easier for disease, 
ignorance and misrule to set back development by decades. These scourges are 
compromising the security and the progress of neighboring countries that are establishing 
a solid track record in areas as broad as malaria prevention, basic education, and private 
sector development. 
 
In many of these cases, one of the key problems has been one of deep dysfunction of the 
public services. Policies are not adequately coordinated or even contradictory. Public 
expenditure management is undermined by weak civil service frameworks, the absence of 
procedures and outright corruption. Furthermore, donors have not always helped the 
consolidation of fragile resource mobilization frameworks – as underscored by President 
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Karzai of Afghanistan recently. In the most difficult cases, the State has altogether 
imploded, and day-to-day management focuses on expediency. 
 
Abject poverty must be fought as a matter of principle. We believe that, at the minimum, 
every human being must be given a chance to rise above poverty. We also believe that 
the global fight against poverty is a matter of common interest. Home-grown 
development and convergence toward higher living standards will limit migration, 
encourage economic activity through trade, help pull together a global consensus on the 
environment, and generally improve global security. Developing countries’ progress is 
also developed countries’ gain. 
 

Recent Achievements in Development Policy 
 
On the Donor Side  
 
The Monterrey declaration set high expectations for the increase in ODA to 0.7 percent 
of the GNI of donor countries. ODA to developing countries increased by 4.6 percent in 
real term from 2003 to 2004, following a 4.3 percent increase from 2002 to 2003. 
European countries took important steps in fulfilling this commitment. European 
commitments to the IDA-14 replenishment reached almost 60 percent in SDR terms. 
Bilateral ODA flows of many European countries have also increased. Moreover, some 
countries extended debt relief bilaterally beyond the Enhanced HIPC Initiative. Among 
them, Belgium is committed to grant 100 percent debt relief for guaranteed commercial 
loans to HIPC countries and Austria provides 100 percent debt relief for the same loans 
on a case by case basis. Donor coordination, harmonization, and alignment have also 
made important strides, as noted in the Paris Declaration. A number of donors, including 
the World Bank, have committed to working with country systems as far as their 
fiduciary due diligence would allow. Furthermore, the World Bank has moved ahead with 
the streamlining of its procedures. These shifts in approaches on the donor side have been 
shown to be effective, especially when the government of the client country has taken an 
active role of leadership at the political and operational level. And yet, more needs to be 
done. 
 
On the Client/Recipient Side  
 
Recipient countries throughout the world have recorded progress in different policy and 
administrative areas. Destitute African countries, despite the challenges facing them, are 
no exception. NEPAD has offered a home-grown vision of African development, and has 
been the basis for meaningful actions, including mutual peer reviews of economic 
performance, an active focus on governance at the domestic and regional levels, new 
plans for infrastructure, and a better coordination of the agenda of regional integration. 
Some Governments have taken decisive steps toward rooting out corruption, including at 
the highest levels of their leadership. Others have responded favorably to the 
harmonization and alignment initiative by improving their public expenditure 
management systems, including their external aid mobilization mechanisms. We applaud 
these efforts, but here again, more needs to be done. 
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The Unfinished Agenda 
 
2005 - A Milestone Year 
 
A number of major reports on poverty in the world will have been published by year-end, 
such as the U.N. Secretary General’s Report, the U.N. Millennium Project Report and the 
UK Commission for Africa Report. They will probably lead to some reorientation of the 
agenda to fight poverty. Thanks to President Wolfensohn, the Bank is in a position of 
leadership to help shape this agenda. Now that increases in external aid have been 
significant, the spotlight will be on the quality of external aid and implementation. The 
Bank has ample resources under IDA-14, and we trust that the new president will be keen 
to work on their effective use. These two factors give the Bank a window of opportunity 
to shore up the credibility of the business of development assistance. Conversely, if 
resources are not used to tangible effect, additional development aid, including the IDA-
15 replenishment, will be compromised. Managing for results, which was endorsed by 
the Committee at its meeting in September 2002, remains more than ever on top of the 
development agenda.  
 
Public Expenditure Management as the Underpinning of Effective Policies 
 
To make policy discussions relevant, public expenditure management must be made leak-
proof and effective. In some countries, this requires small adjustments to existing 
systems. In others, it requires a fundamental reengineering of the public expenditure 
management systems. In the most dysfunctional cases, it may require the recruitment of 
international staff to fill the critical positions and give credibility to financial 
management. As President Wolfensohn pointed out during one of his most recent trips 
abroad, the very first priority for a government must be to fight “corruption, corruption, 
corruption.” It all starts with sound public expenditure management systems. 
 
Together with improvements of public expenditure management, the levels of domestic 
revenue collection will provide a first indication of the resolve of recipient countries. In 
the face of progress on regional economic integration, the challenge of increased 
domestic revenue will require a fine sequencing of trade liberalization measures, tax 
administration improvements, and tax policy reforms to offset the fiscal losses from 
lower international trade tariffs. 
 

Comprehensive Policy-Making in a Big-Picture Setting 
 
For countries with functional administrations, the Bank must scale up the dialogue on the 
trade-offs between policies within the overall strategy. Although agriculture will remain 
the basic activity for most of the population of many developing countries for some time, 
over time development inevitably leads to a relative fall of its share of GDP. Livelihoods 
in agriculture are inherently limited by the availability of land and the state of the art in 
production techniques. The policy implications are clear, and need to be implemented 
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quickly. Cities must be ready to accommodate the influx of rural migrants. Sanitation 
networks, the land titling system, roads and transportation, and energy grids need to be 
upgraded. Education must broaden its scope and adapt the final years of schooling to the 
demands of the new economy. The health care network must reconsider its deployment. 
And formal social protection systems need to offset the erosion of the rural community-
based systems. 
 

Financial Resources of the Bank Group  
 

Grant Allocation Under IDA-14: Refining the Criteria 
 
The allocation of IDA grants will be the first practical application of the external debt 
sustainability framework. While the debt distress criteria are sound, changing 
circumstances could test their adequacy and lead to more claims on IDA grants than the 
financial sustainability of the institution would allow. We propose to introduce, in time, 
criteria reflecting the urgency of support to basic social services, contingent on the 
monies being used on improving these services. The rationale for this refinement is to 
contain the deterioration of human development and limit its effects on neighboring 
countries, while preserving the financial sustainability of IDA.  
 

Financial Sustainability of the Bank 
 
The World Bank’s relatively strong track record as a development finance institution is in 
large part due to its unambiguous function as a bank with niche expertise in specific 
sectors. Its fortunes as a knowledge center and trusted advisor to governments rest on the 
credibility of this business model. It is therefore important that, in the absence of other 
sustained sources of financing, the World Bank work with a mix of financial instruments 
that are compatible with its long term sustainability under realistic forecasts. Loans and 
credits are necessary components of the global development architecture and an essential 
element of maintaining the Bank’s financial sustainability. 
 

Improving the Bank’s Development Effectiveness 
 

Voice and Participation 
 
We recognize the need to ensure that developing and transition country members are 
better heard. Various proposals have been made. We are strong supporters of efforts to 
increase the voice of the disenfranchised at the grass-roots level, and believe that the 
Poverty Reduction Strategy approach has been a positive contribution. We are also 
supportive of proposals to improve the management of the Bank’s client relationship at 
the operational level in light of specific administrative capacity deficiencies in the poorest 
countries, and the Bank’s complex administrative arrangements. More diversity in the 
ranks of senior management, beyond being desirable in and of itself, would also improve 
the Bank’s ability to listen to its clients and other shareholders. Among the structural 
measures that could be envisaged, the increase of basic votes in IBRD may be one of the 
most promising at this stage. Finally, we are strongly in favor of maintaining the Bank’s 
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effectiveness by applying sound principles of corporate governance for a financial 
institution. 
 

Strategic Staffing 
 
The Bank must improve its ability to serve its clients. We share the view expressed in the 
Organizational Effectiveness Task Force report that this requires (i) a strengthening of the 
delivery of client services; (ii) a simplification of planning and budgeting in Bank 
operations; and (iii) an overhaul of HR management policies and practices. In practice, 
this should result in more senior and qualified staff on small country desks – to reach this 
objective, there needs to be an adjustment to staff incentives, along with an increase in 
resources for advisory activities and national statistics systems. 
 

New aid delivery mechanisms 
 
We should collectively remain committed to the goal of raising our ODA to 0.7 percent 
of our GNI. The Bank is in a unique position to help its developed country members 
achieve this goal by coordinating the launch of new financing mechanisms which can 
only be a complement to donor countries’ progress towards the 0.7 percent target. The 
International Financing Facility,  under its immunization variant, can be used as a pilot.. 
In particular, the ultimate mobilization of the cash to back the bonds that would finance 
its development, and the accounting treatment of contributions in the donors’ accounts, 
will require further examination. An international tax on fuel is an interesting option 
given some of its positive externalities. A combination of both is still another option 
worth exploring. At this stage, other options such as the global lottery should not be 
discarded without in-depth examination. Further, debt relief could also be considered on a 
case-by-case basis while relying on a solid debt sustainability analysis, as long as the 
exercise does not lose all credibility by extending debt relief for new liabilities incurred 
since the HIPC Initiative was made effective. 
 


