CHAIRMAN’S SUMMARY

The follow-up session after

the Oslo Conditionality Conference, 28-29 November, 2006
On 28 November the Ministry of Foreign Affairs, Oslo, hosted a conference on conditionality in Oslo. Invited guests, including representatives from civil society from Central America, Africa, Asia and representatives from several donor countries participated. The objective of the conference was to discuss current IFI conditionality, including the latest policy changes. A World Bank representative made a presentation of conditionality in Development Policy Lending and recent progress. An independent study of the World Bank’s and the IMF’s current use of conditionality was also presented at the conference. The IMF representative could not be present, but sent speaking notes on the need for structural conditionality in IMF lending. On the basis of these two presentations and an interactive debate between participants at the conference, there was a follow-up discussion between donor representatives from Denmark, Finland, Germany, the Netherlands, Norway, Sweden and the UK. This meeting welcomed the IFIs’ progress in implementing their new guidelines on conditionality. However, notwithstanding the different mandates of the institutions, there are remaining challenges. The most important ones were identified as follows:
· Country ownership. Ownership is a pre-condition for the implementation of successful IFI programs, but there can be a tension between ownership and conditionality. Principles and guidelines of the IFIs
 emphasise that imposing policy choices on member countries (including in policy areas such as privatisation and trade liberalisation) without country ownership does not work. Developing countries need “policy space” to design and decide on policies conducive to sustained economic development that are best tailored to their own particular circumstances. In this process, analytical and diagnostic work – representing different perspectives – is vital in helping countries to evaluate policy alternatives and formulate their own development strategies, such as relevant country- and sector-wide analyses in addition to the economic analyses of the financial institutions. Finding ways to strengthen national ownership, including strengthening borrowing countries’ domestic capacity and knowledge base, remains a challenge.

· Accountability. Both donors and developing countries should be accountable to their citizens and to the wider global community to show how national policies and external aid are improving the quality of poor people’s lives. National debate – including in parliament – on the relative impacts of different policy choices should be encouraged. Efforts to strengthen country capacity should complement and build on existing country capacity, and not act as a substitute for it. 

· Harmonisation/alignment/criticality. All actions supported by partners should be based on countries’ own policy action frameworks. Partners should work with one another to improve aid harmonisation in line with the Paris Declaration, and to limit conditionality requirements to measures that are critical to the success of the programme. A major challenge is to agree on what measures are critical for specific countries. 

· Transparency and predictability. All donor and partner countries are committed to transparency, and should make public their decisions and the evidence on which they are based to encourage the involvement of parliamentarians and civil society. Conditions and benchmarks must be understood and seen by all parties to be statements of government intent. The conditions and the consequences of non- compliance need to be clearly spelt out. 
Main messages from the meeting: 

The progress of the IMF and the World Bank is welcome. However, further challenges remain in terms of fully implementing their respective guidelines and principles on conditionality. In order to contribute to the strengthening of ownership, the institutions should therefore:

1. use their internal procedures to ensure that operational teams implement these principles and guidelines at country level;

2. focus their work to increase effectiveness at the country level, and – while assisting in their formulation – provide “policy space” for countries to decide on policies that are appropriate to their particular circumstances;

3. ensure that the social and economic impact of policy advice and conditions, in particular in sensitive policy areas, are comprehensively analysed;

4. emphasise, stimulate and support the development of local capacity to develop and assess policy alternatives;

5. increase transparency and accountability, and - through dialogue with partner countries - facilitate the disclosure of relevant policy documents.
6. continue monitoring and streamlining their combined terms and conditions and avoid cross-conditionality.
� World Bank Principles: World Bank Good Practice Principles for the application of conditionality, Conditionalilty Review 2005


IMF guidelines: IMF Guidelines on Conditionality, 2002








