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1. 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:   
 

• 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. 

 
2. 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. 
 

I.  Recent Initiatives on Development Agenda 
 

Strengthening the Development Partnership for Achieving the MDGs: 
 
3. 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 



 

 2 

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. 
 
4. 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. 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. 
 
5. 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 
 
6. 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. 
 
7. 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.  
 
8. 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.  
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9. 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.  
 
10. 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 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. 
 
11. 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 count ries 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.  
 
12. 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 
 
13. 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 
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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. 
 
14. 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 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.  
 
15. 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. 
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Therefore, developing donor countries should not share the additional financial burden beyond those 
linked to their current voting rights.  
 
16. 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. 
 
17. 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.  
 
18. 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. 
 



 

 6 

19. 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.  
 

II.  Doha Development Agenda and Aid for Trade  
 
20. 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. 
 
21. 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”.  
 
22. 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. 
 
23. 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 
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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.  
 
24. 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.  
 


