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The financial crisis and the other crises 

The world is on fire. The financial crisis has become even more harmful to the developing world since the 
last Development Committee (DC) Meeting. We are now faced with one of the most difficult economic 
situations since the Great Depression. The deterioration of the development outlook is reflected on 
indicators such as: higher levels of unemployment and an increased number of people living below the 
poverty line. 

Yet there were already other great fires burning even before the financial meltdown in September 2008, 
fires that were equally devastating to human beings, but that many of us had grown used to live with.  

There was the development crisis. The numbers of human beings condemned to a life of hunger and 
deprivation were already staggering when we met last year. The food and fuel crisis had made matters 
worse for many of those living in poor countries.  

Until recently there was one part of the world for which the path to prosperity seemed mostly unabated by 
the fact that the rest of the neighborhood was on fire. The possibilities of making money without 
producing anything appeared endless. For those fortunate few, there were no limits to indebtedness, no 
“debt sustainability framework”, provided that others were willing to finance their debts.  

In the de-regulated financial world that fell apart last September, financing development seemed more 
and more an issue that the private sector and charity alone could undertake. We were told that the 
international financial institutions were no longer able to play a key role in development and that they 
should focus on the worst cases: the bottom billion.  

There was another crisis looming ahead: climate change. The signs of catastrophe had become clear in the 
form of droughts, hurricanes, floods. By last year there was a well-established scientific consensus on the 
dire consequences that unmitigated global warming could bring to mankind.  

The development, the climate and ultimately the financial crises all seem to have become worse by the 
globalization path that the world has been following. Globalization has been fueled by unequal 
distribution of wealth, rapid and concentrated economic growth and excessive patterns of consumption 
that degrade the limited natural resources that we have. Globalization has drawn us together, but at the 
same time has separated us as never we have been separated. This model of globalization requires 
adjustments. 

Strengthening the multilateral framework 

We need to work together and intensively to establish trust. The leaders of the G-20 have met twice since 
the onset of the crisis. The launching of an important cooperative effort involving developed and 
developing countries is an encouraging sign for the world economy. It is clear now that although the crisis 
initiated in core economies of the industrialized world, the G-7 alone cannot extinguish the current fire 
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and is unlikely to be effective in future crises. The G-20 could do a better job, as it emerges as a key 
mechanism for policy coordination on all economic issues. Multilateral discussions need to be inclusive; 
and we welcome efforts made by G-20 members in order to improve the outreach and inclusiveness of 
DTC views in this process. 

However, no solution to a global crisis can be effective outside the framework of multilateralism. We 
need to rely on multilateral organizations for trade, finance and development cooperation. Only through 
these institutions that have a broader membership and that have capacity to operate, will we be able to 
address the present and future economic and development challenges.  

The World Bank is one of such organizations. Its main objective, at this juncture, should be to fully and 
expeditiously deploy its capital to help countries remain on their development path. Key to this endeavor 
is protecting the poorest and most vulnerable from the starkest impact of the crisis, through the scaling up 
of safety nets and job generating activities such as investment in infrastructure. We support many of the 
initiatives undertaken by the Bank in this area. The Executive Board should be closely involved in the 
design and follow up of these initiatives. 

The appetite for long term financing will remain high. Over the next five years, net inflows to emerging 
markets and developing countries are projected by the IMF at around US$ 50 billion per year on average, 
down from US$ 650 billion in 2007. The median recovery period of output during financial crises 
according to the IMF is around 3 years, with very slow recovery of credit. Past episodes of financial stress 
in advanced economies resulted in net outflows from developing countries for several years.   

The future sustainability and relevance of the World Bank depends, not only on its actions to mitigate the 
effects of the crisis, but also on how it will be after the crisis has passed. It cannot be an option for the 
Bank to triple its lending capacity during the FY 2009-2011 period, but then have to shrink its lending 
portfolio to approximately US$10 billion per year afterwards – which would be a smaller figure than 
before the crisis. A selective capital increase could, at the same time, provide adequate capital to the Bank 
and serve as a means of redressing the democratic deficit in the Bank’s governance structure. 

While we focus on the crisis, we need to look ahead and build better foundations for the world economy 
than those that have prevailed. A better globalized world economy should reward production and not 
speculation. It should focus more on generating jobs and reducing disparities as well as eradicating 
poverty. The function of the financial sector should be to encourage productive activity. International 
trade should be free of the protectionism and agricultural subsidies. New energy policies and systems of 
production should emerge after the crisis so that we can ensure the survival of a planet threatened today 
by global warming.  

We need to free the world pervasive economic dogmas presented for many years as absolute truths. 
Counter-cyclical policies must not be adopted only when a crisis is under way. Applied in advance by all 
- as they have been in many of the countries of our constituency - they could be an effective protection 
against future crises. 
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Reform based on a partnership paradigm 

A new vision for development is required. While countries have been playing different roles in 
international development cooperation (“donors”, “recipients”, “debtor”, “creditors”), we need to shift 
away more quickly from the one-dimensional development assistance paradigm and make this institution 
more supportive of regional integration and south-south cooperation. Today country assistance and 
partnership strategies are only designed for development and transition countries. Only their development 
strategies are subject to peer review. In a true partnership, every member country should submit its 
development strategy, its contribution to development cooperation to multilateral scrutiny. We propose 
that a country partnership strategy is designed for each member countries. In the case of non-borrowers, it 
should spell out how the country is contributing to international development cooperation, through ODA, 
trade and investment. 

This Bank needs real governance reform not just a quick-fix.  This institution has been operating under 
the same skewed governance structure since its creation. Earthquakes have shaken its foundations and 
time has come for the Bank in the second phase of the reform to face either a major realignment of 
shareholding or the risk of facing the crumbling of its legitimacy. We need to establish a clear timetable 
to negotiate the comprehensive reform package that we have set ourselves to undertake. 

We should not overburden the reform agenda: the focus should remain the increase in voice and 
participation of developing and transition countries. The process should not be viewed as leading to 
winners or losers: we should realize that only by making this institution more legitimate, we render it 
more effective for the benefit of the whole membership. We all stand to gain from this process but we 
need to maintain our attention on the core reform issues and approach them with the political courage to 
make a deal. 

The criteria for Bank reform need to be quite different and, from a development perspective, more 
ambitious than those those apply to the IMF. Bank reform should embrace the PPP methodology (which 
the World Bank helped design) to assess the relative weight of countries in the global economy. The 
Bank’s governance should also reflect its distinctive development mandate. It should also recognize the 
role of those countries that have been consistently engaging in a development dialogue with the Bank and 
that have contributed to its business as IBRD borrowers. 

Share realignment of the Bank should be based on a formula that takes into consideration a country’s 
commitment to development, as reflected in its participation as clients in the business of the Bank 
throughout its history, as well as contributions to IDA.  

A selection of the President of the Bank should be an open, competitive, transparent and merit-based 
selection process, irrespective of any geographical preference. Share realignment is essential in order to 
ensure that we move away from the current practice. 

The World Bank is proud of its universal membership. Latin America and the Caribbean have become 
close partners of this institution over the years. In this region, however, there is one country that is not a 
member of this institution. I am referring of course to Cuba. The time has come for us to address this 
omission and open our doors to that country. 

Thank you. 
 


