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The objectives of firs meeting of the working group on improving accountability and governance
in globd financid inditutions incdluded identifying: urgent areas for reform in the governance of the
global financid system (specificdly torank theseinterms of tacticd feasibility and intermsof overdl
importance for developing countries); specific questions which need further academic research
which the group might commission; issues, which might be, delegated to smaller policy-oriented
task forces or other forms of action or follow-up.

The group comprised former Finance Ministers, Central Bank governors and officids with
experiencein or with the IMF and World Bank from devel oping countriesaswell as scholarsfrom
both developed and developing countries.

The firgt day’ s sessons were concerned with identifying developing country needs and concerns
(based heavily on the experience of developing country officids) in repect of three areas of the
globa financial system: the provision of research, expertise and appropriate policy advice; the
provision of emergency financing; conditiondity, restructuring and policy reform. On the second day
the discussion focused on the agenda, organization and reform of the IMF and the World Bank,
with the group exploring ways in which the Fund and Bank might better meet developing countries
needs and concerns.

Beow is an account of theissuesraised in the discussion and some of the solutions debated among
participants under the following headings.

(1) The provision of research and expertisein the world economy
(2) The provison of emergency financing
(3) Conditionality, restructuring and policy reform

(4) Reforming the IMF and the World Bank

1, With many thanks to Amrita Narlikar, St John's College Oxford for contributing rapporteur’s
notes to the writing of this report.
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(1) The provision of research and expertise in the world economy

Preamble

Economic policy-makers in developing countries need high-qudity, appropriate and evidence-
based policy advice. Do they get it? Do the IMF and World Bank provide it? If not, why not?
Who e se ought to? The discussion was led off by present and former Finance officials and
Central Bank governors, who highlighted several important gaps and problems not just with the
quality and applicability of existing research, but dso of its dissemination. Various members of
the group then picked up and elaborated on the points as highlighted below.

(a) thereisan absence of real input by developing countriesinto rethinking the role of
international financial ingtitutions

The recent and unprecedented questioning of internationa financid inditutions (IFls) was noted
such as expressed in recent reports by the G-7, the APEC, and the G-20. However, the role of
developing countriesin this processis not evident. The much-debated IFIAC (Mdtzer
Commission) report commissioned by the US Congress examining the reform of globa
economic ingitutions and the IMF and World Bank in particular undertook no consultations
with recipients of IMF or World Bank money, i.e. no developing country officias or scholars.
The G-20 was created as aforain which emerging market countries would have avoice. Y et
one policy-maker with direct experience of the G-20 pointed out that the dominance of the G-7
makes developing countries very reluctant to question the established order in that forum.

(b) thereisan absence of case-based and hands-on policy-relevant research and
studies which would be useful to developing countries

It was agreed that both the IMF and the World Bank produce some extremely useful research.
However, together with the regiond development banks they could better leverage their
knowledge to present cross-regiona, comparative and case-based sudies, rather than focusing
on gpplications of more abstract economic theory. Policy-makers present made many
suggestions in this regard (see (d) below on neglected issues for research). Oneinternationd
example was comparative analyss of the internationa, regiond and sub-regiond lending
inditutions. The CAF was cited as an example of aregiond inditution which others could learn
from: it dlocates a part of its portfolio in very safe developed countries and co-finances with the
IFls and private investors to enhance the credibility of itsloans. What would be useful to policy-
makersisa sense of the practica lessons and pitfallsto be learned from this example. Also
national development banking was discussed and the need, again, for practica case studies of
successful development banking upon which the IFIs could offer technical advice about how
successfully to do this: i.e. How do you make a nationa development bank work? How do you
dlocate the portfolio? What kinds of projects can nationa development banks usefully finance?
With what degree of co-financing and project financing?

The wider issue raised here is: who defines what research is undertaken by the IFIS? And what
percentage of that research is directed towards devel opment issues of immediate relevance to
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developing country members?

(c) thereistoo much filtering’ of knowledge through the narrow lenses of the IMF and
the World Bank; and too little dissemination of alternativeresearch

Concern was expressed about the extent to which information and knowledge is filtered within
the IMF and World Bank so asto fit in with generaly agreed policy frameworks. Maverick
findings and ideas are Smply not circulated within or outside the indtitutions (an observation by
one member of the group with consderable knowledge of the World Bank’s history and
research). A further concern was expressed about the bal ance between research and
dissemination of ideas: the Bank is apparently now spending more on externd relations than
research.

It was agreed that the IMF and World Bank should pay more attention to building research
capacity within recipient countries. However, the view was also expressed that exchanges of
experience and information without the filter of the traditional World Bank/ IMF research staff
would be valuable. However, the issue here is not just to complete such research, it isequdly - if
not more - to find ways effectively to disseminate it and to ensure that "networks of experts
emerge. It was noted that alot of research dready exists which meets the interests of developing
countries yet which finds no voice in mainstream reports or in negotiations or preparations of
developing countries. One member with direct experience of producing and disseminating such
research noted that aworking paper that fitsinto the assumptions of the IMF/ World Bank appears
easly in publications like the Economigt, but it is very difficult to publish dternative reseerch. The
essence isto find ways to feed research into the globa policy community.

(d) practical areasof economic policy on which devel oping countriesneed better research
and guidance

During the discussion a number of different kinds of research were identified as important and
deserving of more emphasis. Policy-makers argued that they need evidence-based analyses of
issuessuch as

- the problems of inflation-targeting as an anchor in alabour-surplus country;

- private sector deficits and their interplay with externaly provided loans,

- the monitoring of private sector deficits, and what to do about them (especidly in the context
of capita account convertibility);

- how to shift from one exchange rate regime to another (practica steps);

- how to shift from an IFl-based financing regime to a capital-market one (again, practica

steps).
(e) broad areas of research which need more attention

There was aso concern for better research into broader areas of policy such as.

- internationd prudentid regulation;

- changing areas of policy such as optima exchange rate regimes where previoudy accepted
answers are now in question;

- research into the gppropriate role and relevance (and limits thereof) of the IFIs;
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- research into how and where existing research is being conducted - who is benefitting
from exigting research budgets (e.g. are the IFls tending to commission most research from US
academic inditutions);

(f) how can more leverage be gained from small-scale r esear ch efforts?

Findly, the discussonturned to how smdl initiatives such asthisone might advance solutionsin this
area. It was proposed that rather than attempting to parald or replace exigting research inside (and
outside) the IFIs, small independent research projects could be used to make large scale research
moreeffective. Specificaly smadler-sca e, indegpendent, devel oping-country focussed researchmight
be used:

(1) to alter the research agenda of the IMF and the World Bank;

(2) hdp developing countries to identify and frame specific questions to which the IMF, World
Bank and MDBs can offer more useful answers (for instance, Chile asked the IFIs for advice on
how to moderniseitstax system, and benefitted sgnificantly from the answers, yet acountry wishing
to know how it might best implement capita account controlswill find the IFIs unlikely to provide
any useful answers);

(3) to build up direct links among researchers from the devel oping world which might facilitate
the development of research into questions which the IFls have tended to ignore; and aso to
devel op the capacity to benefit more from research funding (both from the | Flsand other agencies).

Additiondly, it was noted that developing countries need to be better prepared collectively to
understand and to respond to large strategic shifts in the roles and jurisdictions of IFls. Here
research is dso vitd. For example, developing countries signed up to the Financia Services
Agreement of the WTO largdy unaware of the implications it would have in setting the pace for
financid liberaisation. A discussion ensued of the developing countries’ position a the Hong Kong
Mestings a which the Interim Committee presented acommuniqué on the dteration of the Articles
of Agreement - proposing to include promotion of capita flows. After much pre-negotiation
consensus building, developing countries did not present any joint position opposing the move. It
was proposed that the process of building this consensus and the trade-offs made among
developing countries may well be worth further study.

(2) The provision of emergency financing

Preamble

The debate about the internationa financid architecture has focused on the development of
codes and standards for universa gpplication. Y et among developing countries there is
consensus that this approach does not resolve key problems of economic stability in the world
economy. The agenda developing country policy-makers are more concerned about includes:
capitd controls, liquidity provison, the clarity of ex-ante solutions, and the correct baance
between nationd, regiona, and internationa responsibilities. In the discussion of these issues,
the following points emerged:

(a) thereisinsufficient clarity asto how and when emer gency financing can be used
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Moves towards new facilities and greater trangparency in emergency financing for emerging
market economies were recognized. However, two core problems remain:

(1) problems of access which further intensify the cris's,

(2) lack of clarity about useage of emergency financing.
Although some moves towards better provision of emergency financing look good on paper, the
terms and conditions on which the resources can be used once accessed are often unclear. This
has obvious negative implications for policy-making and negotiations with the private sector -
yet the G-20 have paid little attention to this issue.

(b) developing countries need better advice and institutional assistance on the
management of pro-cyclical lending and the prevention of crises

Pro-cyclicd lending (both officid and private) is a serious problem for many developing
countries. In respect of financia shocks, the mgor problem is boom and bust lending petternsin
capital markets. The booms (or “excess financing during good times') may well be exacerbated
by access to emergency financing since creditors will believe they will be bailed out. However,
because mobility of capital done can provoke a criss, emergency funds are necessary. Not
enough attention has been paid to:

- the development of empirically sound (and constantly updated) ideas about managing
capitd inflows or outflows (thisis an areain which the IMF and G-20 could bring more
expertise and case knowledge to bear) cf Mexico's recent attempts to armour-proof its
economy by presenting al financing available to it as a defensive package againgt the markets,

- longer term solutions such as ways for (at least some) countriesto find internationd
acceptability of their domestic currency and in particular to sall domestic-currency denominated
bonds (cf Chil€' s attempts and sales of bonds in pesos);

- the possihilities and limitations of regiond inditutions (the practica lessons from the CAF
€tc)

(o) financial crisesare not the only exogeneous shocks which require emer gency
financing

The atention being given to financid crises risks sde-lining the other Situation in which
emergency financing is required: where countries are hit by exogeneous shocks such as
commodity price changes. At the same time, the provision of emerging financing in these
gtuations shares three festures with emergency financing in financia crises

- the need for emergency financing is exacerbated by pro-cyclicd ODA aswdll as private
flows (insofar as ODA flows are based on performance);

- the terms of useage of the funds need to be clearly defined (and not in al cases heavily
conditiond);

- the analysi's preceding emergency ass stance needs to be much better (the IFIs have failed
properly to distinguish solvency and liquidity crises).

(d) the IFIshave done a poor job of distinguishing solvency and liquidity crises

In managing crises provoked by exogeneous shocks (Whether in finance or other sectors), the
internationd ingtitutions have not distinguished well between liquidity crises and solvency crises.
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For example, loans made under the compensatory financing facility (CFF) in the IMF were
made for along time on the basis of poor IMF forecasts which wrongly identified solvency
crises asliquidity crises. As aresult, countries could not repay CFF resources. Their ingbility to
repay was subsequently used as arationde for transforming the CFF into a conditiona
ingrument - yet it should have led to better andyses of the nature of each country’s criss and
better forecasting of their capacity to repay.

Smilarly in the recent financid crises, it became dear that where the crigsisaliquidity criss
(such as Korea) short-term concessiona loans provide a significant part of the solution. In other
cases, where adjustment is necessary, policy-conditiond loans (rather than |oans-of -last-resort)
can play an important role. There was (perhaps surprising) agreement among al developing
country officias that conditiondity can be necessary, useful and congtructive, if the right
conditions are deployed at the right times (see below).

(e) flawsin the G-7 approach to codes and standards

It was generdly agreed that codes and standards (whilst not a bad thing) would not do much in
the short or medium term to bring about internationa financia ability. Two particular problems
were highlighted in discusson:

- "If you have everything you have nothing': even dfter rationdization, the quantity and detail
of codes and standards make them desirable but unworkable for most developing countries.

- G-20 and G-7 discussions are premised on unredlistic expectations about how quickly
countries can develop regulatory and prudentia indtitutions which work. Thisis encouraging the
IFIsto pay insufficient attention to short-term measures and advice on how to manage capitd
inflows and outflows while indtitutions develop. Staff within the IFIs should be asked to make
their assumptions about how soon reforms might yidd effective indtitutions explicit

It was noted that more attention should be paid to:
- internationa prudentia regulation
- the surveillance of private sector deficits.

(f) concerns about “standgtills

Standdtills are being advocated by some countries on the grounds that they are away to share
burdens more symmetrically between private and public sector indtitutions. 1t was widdy
agreed that standdtills will dways occur. Some of the working group strongly support initiatives
to formaize and strengthen the capacity of governmentsto call standtills and to gain “breathing
gpace for the orderly resolution of crises. Y et others highlighted that setting out conditions for
ganddtills might carry the following risks for developing countries:

- it casts emphasis on the “exceptiondity’ of emerging and developing countries, rather than
their marketworthiness (e.g. collective action clauses must be put in place by G-7 governments
before being required of developing countries);

- if ganddtills enable IFls to decide when a country is unable to pay and indtitutiondize a
gtanddtill, it strips developing country governments of vital decison making capacity, it aso
engenders great bitternessin the markets and among private actors.
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(3) Conditionality, Restructuring and Policy Reform

Preamble

Over the past decade the conditiondity faced by developing countries from awide range of
donors has multiplied. Countries face alarger number of conditions which now range much
more broadly across amost al aspects of economic and socid policy. This sesson addressed a
number of questions about conditionaity. Under what conditions is conditiondity useful or
positive? At what level and by which ingtitutions should conditiondity be gpplied (cf
internationd, regiona and nationa agencies)? \Who monitors the quality of conditiondity (i.e.
quality of andys's and prescription in the agencies applying conditiondity)? Developing country
policy-makers opened up the debate and the following points were highlighted in the ensuing
discussion.

(a) conditionality can be desirable and necessary

Conditionality is useful where adjustment is required but blocked by domestic politica interests,
such as where domestic bank owners need to bear costs and seniority rules need to be applied
grictly. Equdly, conditiondity can be useful in bolstering proper governance and monitoring
within the economy, such asin requiring accounts of actud rather than seeming budget
aloceations, or in-depth assessments asto how socid safety nets work. Another policy-maker
mentioned the uses of conditiondity asaway of getting a useful “second opinion’ on a
programme. However, excessve adjustment and over-harsh conditionality isareal problem for
most developing countries. It is both ineffective and costly since there are serious opportunity
cods to the time and investments required both in formulating and attempting to implement
conditiondlity.

(b) multiple and superfluous conditionality erodes private sector confidence

Experienced policy-makers noted that too often conditionality undermines private sector
confidence, exacerbating a country’ s problems because

- the adjustments required do not improve confidence in the private sector

- too many superfluous conditions are imposad and this confuses the markets, and dilutes the
effectiveness of any one condition.

(¢) liquidity crises should not be used asan “opportunity’ to impose structural reforms

Structura reform is virtualy aways desrable in every country in the world economy. However,
it is not gppropriate to impose conditions for such reforms when a country is facing a short-term
liquidity criss catalyzed primarily by an exogeneous shock. The negative consequences were
amply demondtrated in the wake of the East Asan crisis.

(d) good conditionality is based on thorough empirical analysis, country-specific
knowledge and isrealistic about how long particular goalswill taketo be achieved
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Thereisadanger that conditiondity is turning into donor “wishlists (as highlighted by the dbeit
extreme case of Rwanda where 100 conditionalities were imposed on the country just after it
had gone through a genocide). Severd requirements for good conditiondity were emphasi zed.

Where conditiondity is applied, more attention needs to be paid to ensuring that conditions are
prioritized and sequenced in away thet reflects:

- empirical evidence-based andyss,

- country-specific knowledge of inditutions and forces within the economy.

Conditiondities should be clearly ranked according to the objectives to be achieved and not (as
at present) in terms of the instruments and policies. For example if the number one objectiveis
to prevent crisis or to improve repayment capacity, that should be explicit in the conditiondity.

Much of the "new conditiondity’ relating to indtitutiona strengthening and reform makes
idealistic assumptions about how soon outcomes might be achieved. It was suggested that
expertsin the IFs (and bilateral donors) should be encouraged to include explicit estimates as
to how long (and in what phases) they are assuming that proposed changes may be expected to
come about.

(e) mor e attention should be paid to monitoring the donors

Conditiondity sets up a strong set of monitoring and reporting procedures which at present are
lopsided, leaving the donors under-monitored. Three aspects of donor behaviour in particular
ought to be monitored (on thisissue, see the OECD, Development Committee' s guidelines on
the principles which should underpin ad relaionships):

* the kegping of pledges (cf the many instances where pledges are not kept and promised
money not disbursed)

* the tying of aid and resources (often ingppropriate to development needs)

* thefailure to live up to rhetoric about national and local ownership.
A smple reform would be to ensure that an independent body monitors and reports on donor
behaviour to a country’s Consultative Group. Movesin this direction have been particularly
week, with donors being unwilling to be individualy accountable (and to accept the naming of
gpecific donors).

(4) Reforming the IMF and the World Bank

Preamble

Developing country participation and representation in the IMF and World Bank has long been
asource of tensgon and debate within the inditutions. The working group discussed many larger
issues of gructure and voting of the inditutions, including criticaly examining the relationship of
the Bank and Fund to regiond and nationa development banks. However, the discusson also
highlighted severa smdler-level changes which could ussfully enhance the contribution of
developing countries. These are noted below. It was noted that broader ideas about reform
should be marshalled before the 12" Quota Review which will be coming up in the next two
years.
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(a) ensuring better representation of developing countries on the Executive Boards

The largest congtituencies represented by just one Executive Director highlight the problem of
insufficient formal representation on the Board (21 African countriesin IMF, and 22 in the
World Bank). This might be overcome by:

- another (non-voting) seet on the Board for large congtituencies,

- an additiond Alternate Executive-Director in the largest condtituencies e.g. to ded with
policy issues leaving the existing Alternate Director to ded with country issues,

- better saffing (see below).

(b) enhancing the capacity of developing countriesto contribute

Executive Directors need independent analyss of the highest qudlity to play a congructive role
in Board discussions. E-Ds of large indudtridized countries enjoy input from their own home
agencies. Thisisdifficult for developing countries because their own home agencies are often
over-dretched but equaly because as congtituency Executive-Directors they must represent all
membersin their congtituency. This magnifies the importance of the number and competence of
DC-based gaff they have a their disposal. The record suggests not just that E-Ds would benefit
from more staff, but equally importantly, that they staff they have must be rotated so asto
ensure a congtant inflow of relevant expertise and experience. Stricter short-term assignments of
staff are perhapsin order here.

(c) usethe G-24 and existing institutions better (see Appendix A on resear ch needed
by E-Ds)

The Group of 24 (an advisory group of developing countries) was discussed since it aready
exigs within the Fund and Bank (with a Liaison Office based in the Fund). It was widely agreed
that the Group’ s research efforts need to be more closdly linked to the immediate agendas of
the ingtitutions so as to assist developing country Executive Directors in formulating and
expressing pogtions. Two specific suggestions were made:

- use the published work programs of the ingtitutions to direct at least some of the group’s
research efforts;

- trandate the research into short, sharp briefs and dternative scenarios which Executive-
Directors and their staff could use directly to shape their input on the Board.

The point was aso made that E-Ds should avail themsaves more of IMF and World Bank staff
expertise (gppointed E-Ds do this more at present). The question was asked as to whether
developing country Executive-Directors should push for an dlocation of staff and resources to
service their needs from outside their own officesi.e. from within the saffs of the Fund and
Bank.

(d) usethe cor por ate gover nance model to rethink the structure of representation and
accountability

It was proposed that lessons from corporate governance might usefully be applied to the Fund
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and Bank, for instance:

- Politica power should be separated from economic rights in thinking through the
governance of the inditutions,

- The members of the indtitutions should enjoy the right to “equaity of provison of services
and "uniformity of trestment’;

- The mgority shareholders should not use their control to violate the economic rights of
minority shareholders,

- The minority shareholders could form auditing committees to examine what the mgority is
doing and convoke a sharehol ders meeting to denounce any perceived abuse.
It was agreed that these propositions deserve further thought and research. More generdly, it
was argued that we need to consder more closaly where politica and voting power is
gppropriate and where it is not. It has been argued in the past that there is little rationde for
welghted voting on technical issues since one should surdly assume that brainpower (and the
capacity to adjudicate on technica issues) is evenly digtributed: wheat role therefore is weighted
voting playing in these issues? It was aso noted that there is a precedent within the IMF for the
use of unweighted voting: the Committee on Interpretation of the Articles.

(e) limit and harnessthe role of NGOs

A wide-ranging discussion on NGOs and the Fund and Bank highlighted two issuesin
particular:

- aconcern that while the Heads of the organizations were spending more time with NGOs
this meant that they were spending less time with their Boards, and in particular with developing
country members of the Boards,

- a the same time NGOs might play a condtructive role in mobilizing political pressure within
the industridized countries. such asin the recent case of Zambia s HIPC negotiations where
NGOs played an effective role in drawing atention to the contradiction of proceeding with
HIPC just as Zambia s 5 year debt rescheduling came to an end.

(5) The Next Steps: plansfor the working group

Thefirgt point that emerged in this concluding section was the limited set of effective groupsin
which developing countries express their collective voice. These include the G-24, G-77, G-15,
the South Centre, and others. In spite of their existence, thereislittle research or actua
participation in the IFls forthcoming that expresses the interests and priorities of developing
countries. The ineffective voice of developing countriesis aresult of three problems—a)
incoherence i.e. different existing research capacities with no connection between them or the
actual agenda b) no attempt to resources with each other and c) the end-products are often not
focused — need for precise and concentrated research which focuses on particular issues.

Issues which emerged as critical to developing countries and in which they could teke a
proactive stance of agenda-setting include —

- Streamlining of conditiondity —what does this mean and how can developing countries shape
the debate to their advantage?
- Quota and representation — some initial ideas for 2002 are being discussed about a five-year
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periodic quota review — developing countries should be ready with their preferencesto press
forth in the debate

- Capitdl flows - study the grest differences between the emerging market economies and low
income countries with respect to capita inflows and examine waysin which LDCs can graduate
from their dependence on concessiond ad. The group must take care in focusing not only on
the emerging market economies, but dso the basket cases (‘ the castaways of the internationa
system’).

- Operationd issues such as the costs and timing of conditionalities aso need to be addressed
with respect to specific programs. Problems of professona inbreeding and how they affect the
work of the Executive Directors and Staff need to be studied.

- Organisationd links - both among groupings of developing countries, and the WTO (TRIMY
GATS) and the IFIs. Developing countries could potentidly use these links to their advantage,
but the area requires careful research.

- NGOs are an urgent factor that needs to be factored in. In some instances, NGOs have
exercised a decisve and positive voice e.g. over debt relief, but have aso contributed
sgnificantly to saling severd IFl projects. How this trandates operationdly till needsto be
explored.

- The group might aso try to exercise influence on the IMF gaff to take on some issues of
relevance to developing countries. For instance, case studies on how some countries have
successfully got out of arrears would benefit both lenders and borrowers, and which the IMF
would be well-equipped to carry out. The G-20 could aso be used to air some of the views
that do not get discussed dsewhere, and further link those issues with the capitds. This
enterprise, however, needs to be carefully consdered, given that the US Treasury might well
withdraw from its support of the G-20, and that group itself has problems of transparency,
accountability and inclusiveness vis-a-vis the developing countries.

- Outputs for the group to consider should include at the broadest level the media and
journadism for highlighting issues for popular debate; and at the narrowest end, specific policy
briefs for Executive Directors of the IMF, and possibly didogue with the G-7 after some of the
answers become clear.

FOLLOW-UP WORK:

* A working group mesting prior to the Fall meetings of the inditutions
Follow-up: next meeting 28-29 June in Ottawa

* A paper on how developing countries might better coordinate their research and lobbying
activities, with particular reference to (a) lessons to be drawn from the G-24 experience; (b)
lessons and drawbacks of exigting structures both within the offices (staffing etc) of developing
countries' Executive Directors and among them. Follow-up: paper now completed and
circulated to the group.

* An overview paper on developing countries and financid governance by Geradd Helleiner.
Follow-up: paper now completed and circulated to the group.

* Consultations with Canada, Japan, the UK, Italy, IMF and World Bank senior management,
and private sector on some of these issuesto be taken up by the Chair.
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Follow-up discussions undertaken.

* Aninput into the 12 quota Review - with reference to post-Cooper report discussion on
quotas, voting and representation. Need to develop thisidea further, synthesize existing G-24
work on the issue, and consider whether further research needs to be commissoned.
Follow-up: Chair has collated existing research in this area, discussion to be furthered in
the second meeting.

* Research on interna governance - possibly corporate governance principles and their
goplication to the IFIs. Chair to consult with Manue Marfan on this.
Follow-up: to be discussed at second meeting.

* A paper (or papers) on the practicalities of assembling emergency ass stance packages,
ganddtills, and related issues.

Follow-up: Chair is collating existing work on standstill (from G-7 and private actors).
Further discussion to be had at second meeting.

* Research on how developing countries might more effectively use NGOs
Follow-up: discussion to be led on the agenda of meeting 2.

* Paper on how countries get out of arrears and on capita flows and graduation out of
concessiona resources - what is the exit strategy?
Follow-up: remitted to WG2 since it falls more readily into that group’s agenda.

* The need for short briefings devel oped from G-24 research papers
(Chair to report this and develop it further in consultation with G-24 Research Director)
Follow-up: Chair has reported thisto Dani Rodrik and opened up a discussion on it.

APPENDIX A: Specific research issuesthat would be useful to developing country
Executive-Directors

1. Voting and Headship Appointments: the implications of qudified voting maorities, and
dternative procedures for decting heads of the organizations.

2. Debot relief: how better to coordinate developing country strategies, and scenarios for what
will happen in HIPIC [11 environment (issues, implications, pressure points).

3. HIV/AIDS: theimplications of HIV/AIDS for the programmes of the Fund and the Bank
(content, presumptions, macro indicators and forecasts and how they will change dramaticaly
over the next 3 years).

4. Catdoguing adherence to conditionality and performance in sub-Saharan African countries
over the last ten years (i.e. updating that done for ESAF after 10 years).

5. How can developing countries better market their successes?

6. An analysis of how Fund and Bank programs might better take account of regiona context.
7. Usng the committee structure: A comparative paper on the Committee system in the World
Bank vs. the Board system of the Fund (with the exception of the budget committee), to assess
which system works better for the developing countries.

8. How can developing countries better exploit the IFIS budgets?

9. An analyss of new standards and codes with a simultaneous examination of the capacities of
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developing countries to implement them. In particular, a brief assessment of: fisca code;
monetary and financial code; and satistical data compliance.

10. Upcoming debate on Fund conditiondities and ownership: would streamlining
conditiondlities (as per the ams of the new Managing Director) involve going back to the core
mandate and shifting everything ese to the World Bank? Or reducing conditionality per s?
11. Technicd assstance: what kinds of technica assistance should developing countries
demand? (Especidly relevant to new codes and standards demands) What kinds of technical
assistance do developing countries gain most from? (Mixed record of impact highlights need for
updated analytical assessment of impact of technica assstance)

12. The coordination of debt relief with other parts of aid and assistance: in particular, the
problem that countries recelving HIPC often have technica assstance and other parts of aid
package cut.

13. Timing and feaghility of governance conditiondity: a paper on how time frames and costs
might be included in IFl programs - which might at least create a debate in the Fund and Bank
about the feasibility of some measures.



