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I Partnership for Poverty Reduction

This year's DC document on Capital Adequacy refers to  "losing the war against poverty",

illustrating this with the fact that today more people live in absolute poverty than ever before.

The message is clear: we still have a long road to travel, and a lot to learn. One of the most

important lessons that we are learning is that we should not travel down that road by

ourselves. There is an urgent awareness that ownership, supported by international co-

ordination, should be more than a mantra.

I therefore have welcomed initiatives, that take partnership in development forward: CDF,

HIPC, UNDAF. This time the DC agenda also offers concrete examples of partnership

between the players in the development field: in the area of trade assistance and in the field of

social policies.

These improved partnerships coincide happily with the changes we in the Netherlands make

in our development co-operation practice. First of all we want to make a serious effort to put

our development partners in the driving seat, setting their priorities for co-operation.

Furthermore we are promoting donor co-ordination on the ground, again with a prominent

role for our partners. Thirdly we made concrete progress on the path towards the sector wide

approach, i.e. moving from financing individual projects to, ultimately, budget support. In

this endeavour we seek partnership with the best performing organisations - be they bilateral,

multilateral or international - to engage in joint sectoral efforts.

II Poverty Reduction and economic growth in Bank and Fund programs

ESAF and HIPC

Debt reduction is of course just an instrument for achieving sustainable poverty reduction. It

is of central importance to develop a concept of economic growth that is centered around

durable and sustainable poverty reduction. The IMF now acknowledges that growth by itself

does not lead to poverty reduction, although it is an indispensable ingredient. It should work

on better internalizing the fact that in the end the only growth that is sustainable is poverty

reducing growth. For this we are rightly reorienting structural adjustment and traditional

macro-economic operations like debt reduction. These are to no developmental avail unless

they produce first and foremost results on poverty reduction.



We therefore welcome integration of these objectives in the definition of HIPC decision and

completion points. I also welcome the progress that is made with regard to integrating

objectives of poverty reduction in ESAF - which is congruent with the fact that ESAF is

financially supported by ODA.

Management and staff of the IMF clearly picked up the messages of the external ESAF-

evaluation of 1998, which strongly focused on the social aspects of ESAF. It is clear that the

IMF will have to rely on the World Bank's expertise, if the new approach to ESAF is to be

put into practice. Improved cooperation between the World Bank and the IMF seems to

finally come off the ground. We welcome that, especially since mention of this closer

cooperation has been panacea for every ill.

Not only should poverty-reducing public expenditure be protected and its quality and

targeting improved, emphasis should also be put on the sequencing and fine-tuning of

macroeconomic stabilization policies - in order to maximize the benefits and opportunities

and to minimize the negative impact on low-income vulnerable groups. To enable the Fund to

do so, the quality and depth of the Bank's poverty analysis - as a basis for the IMF's policies -

should be enhanced. The IMF should draw on the high quality work done in the context of

the World Bank's Special Program for Africa.

We envisage a new, modified ESAF, which will be more effective in combatting poverty in

program countries, with the assistance and partnership of the World Bank.

Poverty Reduction Strategy Paper

We also warmly welcome the concept of a Poverty Reduction Strategy Paper (PRSP), to

guide operations of both IMF and World Bank in relevant countries, with ownership of the

recipient country.  A process of consultation with a broad range of governmental and non-

governmental actors is instrumental for building real ownership. This new paper should be

the foundation for the work of the Bretton Woods sisters. To make this new document central

to our development strategy in the wider sense, we should reorganize our present system of

documentation around it. The PFP will be a paper of the past, and the present CAS will be an

operational World Bank business plan in response to the PRSP.  Ideally, and thinking also in

the framework of the CDF, the paper should place poverty reduction at the core of our

approach, an be an analytical starting point for policy makers and all operations of all CDF-

partners (IFIs, UN, bilaterals and others).



Poverty Reduction and Development Effectiveness

I would like to utter a word of caution here as well. We all know that the development

business has a tendency to run away with certain fads; we can identify almost entire decades

by buzz words that were fashionable at the time. Often good intentions fall flat in the face of

the harsh reality of implementation. I do not want this to be the case with the direction the

poverty debate is currently taking in both IMF and World Bank.

We invite the Bank in particular, but also the Fund, to introduce changes in operational

practices and guidelines that reflect the new thinking. I know that this is one of the hardest

parts of the business, but then again, the most important things unfortunately often are. We

applaud the Fund's efforts to reach consensus between Management and Board on the new

approach to poverty. The challenge is now to implement the essence of this consensus in the

field. Unfortunately our field trips reveal that a lot remains to be done. Our representative in

the Bank Board will continue to actively use this platform and that of the Committee on

Development Effectiveness to monitor progress of the Bank particularly in this respect.

Embassies of the Netherlands in selected countries will report back specifically on the extent

to which Bank and Fund operations reflect the changes. The proof of this - hopefully

delicious - pudding is as always only in the eating.

III HIPC

Over the years the Netherlands has been a strong supporter of debt relief for the poorest

countries and we have always backed up our support financially. We have in most cases

forgiven our outstanding bilateral ODA-debt to these countries and by providing only grants

since the end of the seventies we have tried not to be the cause of the mounting debt problems

of the poorest countries. Since the early nineties, the Netherlands has provided at least USD 6

billion in aid to HIPC countries. Recently, we have made substantial donations to the HIPC

trust funds of several multilateral institutions, including the Bank and the Fund.

We endorse the enhancement of the HIPC framework as proposed. But this endorsement has

to be conditional. Enhancement can only be achieved if there is full financing for multilateral

debt relief which IFIs cannot finance themselves. And this full financing should be based on

fair burdensharing in which all donor countries participate.



Securing Full Financing for All Participating Multilateral Institutions

It is very important to realize that the success of the enhanced HIPC initiative depends on

securing full financing for all participating multilateral institutions.

As for the IMF, the Fund should be certain of the financial backing of its commitments to

debt relief and for the continuation of ESAF. Resources should be provided in such a way

that it does not compromise the resource transfer to other poor countries, nor affect

negatively the financial position of the Fund. Securing an agreement on funding that meets

these two conditions must have absolute priority.

As part of the proposals to secure financing of the Fund's share in the HIPC initiative and for

the continuation of ESAF, the proposal for increased contributions by the Fund through non-

reimbursement of the General Resources Account for the costs of administering ESAF can be

accepted.

The World Bank, IDB and AfDB have already made a major effort to secure internal

resources for HIPC. They cannot do much more without either endangering their financial

integrity or raising prices, which would mean that borrowing members would foot the bill.

This is clearly unacceptable to my constituency. Another financing option, namely using

concessional MDB funds for the poorest countries - IDA and AfDF - is equally unacceptable.

This would simply redirect funds destined for one group of poor countries to another! The

starting point of the relief effort was additionality. To retreat from this would be an

embarrassment for all potential donors.

The way forward

We are under time pressure, since 85 % of the irrevocable commitments for HIPC debt relief

are needed before the end of the year 2000. IFIs can only give these irrevocable commitments

if financing is secured. We still consider an inclusive approach to be the most constructive:

i.e. a financing plan that deals with the necessary contributions to all IFIs that are in need of

supplementary finance. The Netherlands would be prepared to deliver its part of the

necessary funds, provided that fair burden sharing is agreed. Let me be concrete:  so far major

shareholders have tended not only to wait for each other but to hide behind each other and

behind the World Bank before coming up with amounts commensurate with their size.  Small



surprise that there is little to show sofar.  I do want to wait but not to hide:  the offer the

Netherlands makes is to equal any contribution Italy or Canada makes.

If all donor countries would reserve 0,35 % of their GNP annually for ODA (only half of the

UN-agreed  0,7 %) all HIPC financing problems could be solved easily.

All bilateral and commercial debt outstanding to HIPCs should be subject to equal treatment,

in accordance with debt reduction granted by the Paris Club. In the event borrowing members

of the Bank or Fund experience difficulties in financing this specific type of debt relief, we

feel that these countries should be eligible for additional assistance.

It is of the greatest importance that we maintain the focus on good policies in the modified

HIPC initiative and secure full and equitable financing for debt relief quickly, so that the road

to sustained growth and poverty reduction in highly indebted poor nations is cleared.

IV Capital Adequacy

Unfortunately, progress to strengthening the financial position of the World Bank Group has

been limited since the Spring Meetings. This is worrisome, since a negative shock to the

Bank or the world economy could still seriously affect the ability of the Bank to fulfil its

development mandate and serve its clients.

Of course, the need for and size of an increase in the risk-bearing capacity of the IBRD are

directly related to its strategy and instruments. We are not in favour of a strategy asking the

Bank to go beyond its mandated role by providing vast liquidity support in case of global

financial crises. Excessive lending volumes as seen in the recent past should not be a point of

reference. But I would sympathetically consider proposals for additional capital in support of

a World Bank Group - including the International Finance Corporation - with a mandate for

long term structural development and poverty alleviation.



V Strengthening International Architecture

Managing Social Dimensions of Economic Crises

Having an adequate social, economic and governance system in place is key when it comes to

responding to a sudden economic or financial crisis. The lesson therefore is to reinforce

efforts for developing sustainable poverty reduction strategies, that include but are not limited

to a well operating system for social protection. In the absence of such a system, the

document shows which steps can be taken. One novel idea reflected - a bit tentatively - in this

paper, concerns the role macro-economic policy advice plays in a deteriorating social

situations. I would welcome further study on the subject, and refer to other important strides

that are being made in this area, especially in the context of ESAF and HIPC.

While the Bank may indeed be in a good position to assemble a good policy response on the

basis of lessons learned, I would once again like to stress that social policy standards and

principles have been and should be developed by the relevant specialized UN organizations,

while implemented by all, including the Bank.

VI Developing Countries and the International Trade Agenda

International trade is an important and timely topic, as the world will be gathered in only two

months' time in Seattle hopefully to launch a new round of multilateral trade negotiations. I

welcome the Bank's paper and the clear understanding it shows of the links between trade and

development, and the need for the Bank to help developing countries in benefitting from

future trade rounds. Unfortunately, the paper and to an extent the Bank's work on trade in the

last few years suffers from many weaknesses and imbalances.

Trade Related Bank Lending

The paper tries to suggest that the Bank gives high priority to trade issues by citing that over

2/3 of its policy based loans and a quarter of its investment activities are related to trade and

foreign exchange reform. I am not impressed. Practically all policy based loans the Bank

gives are linked to IMF stabilization programs which are directly or indirectly linked to

exchange reform. And the investment total includes all of Bank's lending to private sector

development. It could be argued that since exports in many developing countries are supply

constrained, anything the Bank does to increase production and productivity - e.g. through

human resource development and improvement of infrastructure is linked to trade.



Focus for Bank Trade Related Activities

Frankly, I would have not minded if the Bank showed significantly declining total lending

focusing on trade, except for trade-related infrastructure, provided the remaining was

properly focused on the countries and areas which need it. After all, many developing

countries have made giant strides in improving their trade policies and institutions. They do

not need the Bank's research economists to tell them what to do. If their trade policies are

imperfect, and many are, it is because they have been hijacked - just as in our own developed

countries - by lobbies and interest groups.

The Bank's efforts need to focus on two groups of countries which are not effectively

integrated into the world trading system: the least developed and other low income

developing countries whose capacity to trade is seriously affected by institutional

weaknesses; and the transition economies, many of which are not even members of the WTO.

Trade and Institutional Development

I welcome the paper's and the Bank's focus on institutional development. Unfortunately the

results to date have been meagre: two years after the launching of the Integrated Framework

for the LDCs, in only one country - Uganda - there has been a CG focusing on this issue. I

understand several more are projected for the coming year. This is good news, but I urge the

Bank to do what it says it will: mainstreaming trade issues in its operations especially in LDC

and countries in transition. The Integrated Framework should furthermore be extended to

include IDA recipients. In doing so the Bank should also take into account revenue loss and

adjustment costs of trade liberalization in its lending scenario's.

Trade and Transition

Regarding transition economies the paper is curiously silent. It says nothing about the work

the Bank has been doing in support of WTO's accession in some of these countries - and

which I encouraged when I served as Executive Director on the Bank's Board. More support

for WTO acceding countries is needed, especially for the transition countries.The paper also

says nothing about the work the Bank has been doing to help in the EU accession of a number

of countries in central and eastern Europe - work which I appreciate.



Trade Barriers for Developing Countries

Finally, and most importantly, the paper and the Bank's work is unbalanced because it

focuses only on trade policies and institutions of developing countries. It is completely silent

on what the developed countries can do to decrease their own barriers to trade in goods and

services which can help the integration of developing countries in to the world trading

system. It says nothing about tariff peaks on developing countries exports and developed

country agricultural export subsidies - which adversely affect developing countries.

Let us face it: developing countries are often suspicious of the World Bank's offer of

assistance in their trade negotiations because they feel an asymmetry in the Bank's influence.

This is because the Bank can affect developing country policies through the conditionality of

its operations - but it can not do the same for developed countries. The least the Bank can do

is use all opportunities of analysis and research - including this paper, to present a balanced

picture of what it takes to integrate developing countries in the world trading system. This

paper missed an important opportunity in this respect.

Analytical Work on Trade

I recall we agreed at the Board, when we decided to debate CAS's, that the Bank would

enhance its work on the so called "external environment", the obstacles developing countries

faced resulting from industrialized countries' policies, particularly in the field of trade. The

Bank used to produce outstanding analytical work on this issue, e.g. the WDR in the 80's

which launched the debate, at least in my country, on the negative impact of the European

CAP on developing countries. Such analytical work is desperately needed today to assist

developing countries in deciding on their positions and priorities in the coming Round. In

fact, some donors (among which The Netherlands,) are financially supporting the Bank to

work on such a "positive agenda". I am disappointed that the paper does not refer to any of

this.

The Bank's credibility is also already affected when it does not allocate sufficient

administrative resources to the task at hand. Only after four years of WTO's existence the

decision has been taken to re-establish a Bank office in Geneva - finally. I urge speedy

implementation, also in order for the Bank to actively participate in the WTO's Trade Policy

Reviews.



I end on a positive note: I welcome the intention of the three institutions (the World Bank, the

IMF and the WTO) to issue a joint declaration at the Seattle Ministerial.

Strengthening policy coherence is very important and I would like to draw your attention to

the recent paper of the European Commission outlining an approach on coherence. A small

way in which we, bilaterals,  can all contribute to this objective is the untying of our aid.

Clearly a small but concrete step to making this Round truly a Development Round.


	The way forward

