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The proposed agenda for our meeting deals with an interrelated set of long-term challenges that the world 
is currently facing, and that require a strategic approach. The World Bank Group has for decades 
successfully helped all its members to address cyclical and structural transformations, and to come up with 
relevant adaptation measures. The current challenges also call for a forceful response through innovative 
solutions and approaches. 
 
1. Human Capital Project 

There is no doubt that this ambitious project is going to shape a multi-year agenda and a new area of work 
for the World Bank Group. Given the fact that its concept and methodology are still evolving, we would 
like to see the future work based on this project taking into account the following considerations: 
 

• Methodology: the proposed human capital index employs an innovative and yet to be tested 
aggregation of indicators of different nature, and the resulting numbers have to be taken with 
caution at this stage. There are still some visible weaknesses such as inputs and outcomes mixed 
together, to give one example. These limitations should be clearly underpinning any public 
presentations in order to avoid erroneous and somewhat exaggerated expectations about the 
potential impact of this product.  
 

• Analytical integrity is the most valuable thing in the long run, and it would be unwise to 
sacrifice it for the sake of advancing the political message. In developing this project, the World 
Bank Group should avoid the trap of drawing straight and simple causality lines between key 
parameters in order to support certain public policy options. In reality what the relevant national 
authorities deal with is a complex interplay of innumerable factors. In any case, even a cursory 
look into the paper presented to us strengthens the case for improving the efficiency of public 
spending. 

 
• Financial Sustainability:  there are a number of suggestions aimed at improving social 

policies, social spending, and addressing relevant resource mobilization issues. Most of these 
suggestions are entirely valid. The approach would have gained more value, however, had it 
clearly presented major policy tradeoffs and ways to tackle short-term funding gaps. The 
implications for national budgets of the expanded social spending are quite obvious from the 
debt sustainability part of our agenda, which falls short of putting forward a credible financing 
framework. 
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• Catalytic effect and policy shifts: it is yet to be seen to what extent this initiative is likely to 
affect the decision-making process of major stakeholders. Unlike the "Doing Business" project, 
this index reflects more distant outcomes which take decades to materialize after the policy 
actions are taken. Thus, they are mostly beyond the political cycle horizon of most 
governments. It seems more realistic to assume that governments are fully aware of the 
beneficial effects of public investment in healthcare and education, but must balance these 
needs against many others, from infrastructure and social protection to security, to name just a 
few. From this angle, we believe that the overall sectoral composition of the World Bank 
activities and commitments generally corresponds to the consensus-based equilibrium and does 
not need to be drastically changed. 
 

2. Disruptive Technologies and the World Bank Group 

For at least the last 40 years the world has witnessed explosive technological advances that dramatically 
changed all aspects of human life. This process has been ongoing with a varying level of intensity during 
the whole period; hence, increased attention to disruptive technologies is not something entirely new. Early 
2000s have already witnessed an intense discussion of the “new economy”, which many expected to 
fundamentally change the development paradigm. In reality, these expectations have not materialized, and 
the new wave of heightened interest to disruptive technologies may well end up in a similar way. We should 
base our assumptions on the continuum of the traditional growth path, and the World Bank Group client-
oriented business model has proven to serve this purpose well. 
 
We welcome that the World Bank Group has stepped in with a new Build-Boost-Broker value proposition. 
This initiative has a potential to leverage its knowledge, financing and convening power to engage 
governments and development partners. It can also mobilize the private sector to develop necessary 
infrastructure and regulatory foundations for sustainable and inclusive technology-enabled economies. At 
the same time, we would caution against excessive optimism and reliance on new technologies as an excuse 
to discontinue assisting the members within an established development paradigm. In fact, digital economy 
can only flourish on a solid foundation of a full-fledged infrastructure, while a significant proportion of 
new services is based on and intimately linked to the traditional manufacturing sector. 
 
We believe that there is no consensus yet on where we are in the technological innovations cycle, using the 
analytical framework of the Kondratiev waves or technological revolutions. Strong research underpinnings 
are needed about how the new technology diffusion is going to propagate across countries, how traditional 
industries are going to be affected and relocated from a higher developed core to a less advanced  periphery. 
Ultimately, on this solid basis we can decide how the World Bank Group could better assist its clients in 
this perpetual adaptation to the challenging environment. 
 
3. Bali Fintech Agenda 

This agenda item basically details the disruptive technologies theme in the financial sector. We welcome 
the joint response from the IMF and the WBG to growing demand of shareholders for guidance on fintech, 
and the proposed governing principles are a positive input to that process. We note that there is no global 
framework that integrates various fintech issues in a holistic way, and this is the area where joint efforts are 
possible in the future. 
 
Similarly, we would welcome more emphasis on the role of the WBG in creating the foundational 
infrastructure within the fintech agenda, as this is where it has a clear comparative advantage. It would be 
useful to provide more clarity with respect to the division of labor between the WBG and the IMF in this 
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area, particularly in developing both national and global regulatory frameworks that manage risk while at 
the same time supporting growth. 
 
4. Debt Vulnerabilities in Emerging and Low-Income Economies 

Given the substantial debt vulnerabilities across all country groups, including emerging market, low-income 
and advanced economies alike, we see a lot of urgency in strengthening the policy framework to counter 
those rising risks. In this regard, as per our request in the spring, the document lays out the approach by 
both the IMF and the World Bank to help the client countries deal with debt challenges. The analysis has 
been extended to cover not only low-income countries but also emerging market economies. We welcome 
this new information. However, for appreciating the full picture it would also be useful to look at the global 
debt vulnerabilities, including in the advanced economies. 
 
Speaking of low-income countries, we observe that international financial institutions, especially the 
Bretton Woods organizations, were given a special role in strengthening their debt sustainability. We further 
note that most of them, including those in debt distress and high risk, have active programs with the Bank 
and the Fund. This brings about an obvious question: What changes do we have to make to current 
frameworks and policies to better incentivize prudent borrowing and debt management? We think that any 
review of these policies needs to be preceded by a full stock-taking of the implementation experience. A 
roadmap to that end could have improved the paper. 
 
We are particularly interested in the work that the two institutions are planning to pursue, that is  to review 
the IMF Debt Limits Policy and the IDA Non-Concessional Borrowing Policy. After the international 
community had designed and implemented the HIPC and MDRI Initiatives, it also put in place some 
measures that were designed to prevent future debt crises in LIDCs. These measures included Debt 
Sustainability Framework with all its revisions, Public Debt Limits Policy in IMF-supported programs 
(LIC-DSF), and Non-Concessional Borrowing Policy for IDA-only countries at the World Bank. In the 
context of Russia’s G20 Presidency, the IMF and the World Bank issued Revised Guidelines for Public 
Debt Management. The next step was made in 2017 when G20 under the German Presidency presented 
Operational Guidelines for Sustainable Financing for borrowers and lenders. 
 
Adherence to those principles is a sine qua non of sustainable financial system, but very soon we may need 
to go beyond those measures. We should think about how the multilateral institutions could contribute 
towards creating a global framework for debt resolution. The existing mechanisms like the Paris Club have 
been instrumental in the past, however, more thinking needs to go into possible new formats. 
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