MEETING TO DISCUSS DFID’S NEW INSTITUTIONAL STRATEGY (IS) FOR THE WORLD BANK

Tuesday 5 August, DFID, 1 Palace Street

1. The meeting was held in 1 Palace Street and chaired by Margaret Cund, head of DFID’s International Financial Institutions Department.  A list of attendees can be found at Annex I.  

2. Margaret began the meeting by giving an overview of DFID’s approach to producing its new Institutional Strategy (IS) for the World Bank.  She explained that new DFID guidance states that the Strategy should cover all aspects of DFID’s work and relationships with the Bank, and should be based wherever possible on the Bank’s own reform efforts.  The IS should be limited in its scope and provide a strategic framework within which individual Departments in DFID can develop more detailed workplans.  The IS should also focus on short to medium term objectives and have a lifespan of 3-5 years.  

3. With regards to process, Margaret explained that DFID is currently at a scoping stage and the department will be seeking initial views on the coverage of the Strategy until the middle of September.  As part of this work, DFID has set up an IS team involving its Regional and Policy Divisions in order to bring in its experience at the country level.  Consultation on an initial draft of the Strategy’s objectives will take place late October/early November, following which there will then be further consultation on the objectives and performance framework.  The overall aim is to finalise the document early in 2004.  

4. Alex Wilks explained that the NGO group had had a useful meeting the previous week to discuss their priorities for the World Bank.  Their overall view was that the Bank was stretched too thinly and was therefore finding it difficult to prioritise important issues.  The group had also agreed on three key sets of issues to be discussed in the meeting: PRSPs and adjustment, including conditionality; safeguard policies and human rights standards; and IFI governance and transparency.
PRSPs

5. In the discussion on PRSPs, the following key points were made:

· A lot more needed to be done to extend the PRSP framework beyond ownership by governments alone, and increase participation by civil society.  In particular, minority groups – including vulnerable groups and the elderly - should have an enhanced role in the PRSP process, as they were often currently neglected.  There was also insufficient involvement of civil society in macroeconomic policy formation; this may be partly a result of governments’ concerns that if they diverge from standard WB policy over macroeconomic policy it will not be approved.

· There needs to be a more systematic analysis of the impact of World Bank programmes.  There needs to be a clear budget allocation for Poverty and Social Impact Analysis (PSIA), with a clear division of responsibilities between the Bank and other institutions.  It is also currently unclear whether PSIAs are replacing economic and sector work, or whether they will form additional studies.

· There is a danger that the Bank sign-off of PRSPs will lead countries to focus their strategy on the Bank’s preferences rather than their own needs – particularly as the Bank’s view will have an impact on available resources. 

· Budgetary support can increase the autonomy of developing countries.  However, it is important also to look at how the budget is managed;

· There is currently an inadequate budget for social safety nets;

· It is important to look at the behaviour of the G8 and the negative impact these countries can have on the Bank’s work, i.e. in relation to decisions on privatisation.

Conditionality

6. The discussion then moved on to conditionality.  The key point made was that the IMF has made efforts to streamline its guidelines on conditionality; however, the Bank has not.  The Bank should now go through a review process similar to that carried out by the IMF.  This process should be open to external contributions.

Safeguards

7. There was a discussion of World Bank safeguard policies.  The NGOs made the following key points:

· In the process of reformatting its safeguard policies, the Bank has diluted its approach.  This is particularly evident in regards to its policies on indigenous peoples and forests, where the Bank legal department – which is very conservative in its approach – has weeded out key phrases which could subsequently be drawn upon by the Inspection Panel;

· The WB has an inconsistent approach to International Law: for example, the Internal Ombudsman has noted that the IFC only recognises two out of four core labour standards and does not recognise ecological biodiversity.  There has also been talk of an emerging cold war between the lending and environmental departments in the IFC;

· James Wolfensohn has said that the WB needs to get off the fence on human rights issues and adopt a rights-based agenda.  It is important for the Bank to recognise rights issues.  However, it should take the lead from the UN and support countries in their own efforts to meet their human rights obligations; the World Bank should not be an arbitrator on these issues;

· Commercial banks are increasingly following the World Bank’s safeguard policies for their own lending activities, eg for the Baku Tbilisi Ceyhan pipeline project.  The Bank therefore has an important lead role to play.  

· It is important to ensure that the Equator principles are fully implemented both in the IFC and more widely.  

· DFID should keep in close contact with the Ethical Globalisation Initiative, as it is important to make sure that World Bank and IMF policies are in line with the obligations of international law.

· DFID needs to work with commercial banks to ensure that they put the right safeguards in place, and also with governments and the private sector as their safeguard polices are not always sufficient.

IFI Governance and Transparency

8. On IFI governance and transparency, the following key points were made:

· Appointments of senior management should be more open and meritocratic;

· Transparency of Board discussions should be increased;

· There should be greater scrutiny by Parliament and civil society of the Bank’s activities;

· Southern country representation at the Executive Board should be increased;

· There is a need for greater co-ordination with other partners;

· There should be greater access to World Bank data and this should be presented in a form which is easy to interpret and analyse.

Other Issues

9. In addition to the key points outlined above, the following issues were raised:

· The role of the Bank as a Knowledge Bank.  The Bank has exceeded its role in this area and is crowding out other analysis.  Further work is needed to look at how the Bank’s interventions can be prioritised.  Links between the Bank’s research agenda and its operational work need to be strengthened.

· Staff incentives.  Alex Wilks will circulate a paper on this issue.
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