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Adjusting to new global challenges  
 
When we convened for the Annual Meetings one year ago the world was on the brink of a dramatic 
financial and economic collapse. Thanks to an unprecedented level of multilateral cooperation we can 
today look beyond the crisis with hope. While the crisis is not yet over and its impact on economic 
activity and employment will continue to be felt around the world for time to come, we need to start 
paving the road for recovery and sustained growth removing impediments to productivity gains and 
promoting social inclusiveness. 
 
The design of the Bretton Woods institutions was defined well ahead the end of World War II as a 
response to the anticipated challenges of a peace not yet at hand. It is now upon us to revive that spirit and 
make those same institutions fit to respond to the world’s future needs. The task is complex since it 
requires revising inherited shareholding arrangements, strategic priorities, business models, resource 
availability and accountability criteria. 
 
The World Bank Group has consistently displayed over the decades a remarkable capacity to adapt to the 
changing external environment, redefining over time its mission (from reconstruction to development), 
expanding its clientele (from public to private) and its tools (from lending to equity investments and 
guarantees). We have no reason to doubt that also this time the WBG -– will rise to the level of the 
challenge. 
 
Providing voice to the new global economy 
 
The commitment, taken at the last Development Committee in April, to revise the Bank shareholding in 
line with today’s global economic reality and its development mission has been fully endorsed by G20 
Heads of State in Pittsburgh. We recommit to reach an agreement on the new shareholding arrangement 
by the 2010 Spring Meetings. 
 
The Voice reform program launched two years ago to strengthen the IBRD legitimacy as a global player 
is now within reach. When completed, the process will have achieved two remarkable objectives. By 
transferring a substantial amount of votes to emerging and transition countries it will have brought the 
composition of its shareholding in line with their relevance in the world economy. By introducing a 
dynamic adjustment mechanism, it will have insured an equitable representation of all shareholders for 
the years to come. The current shareholding review should be extended to the IFC, insuring that – while 
preserving IFC’s own specific features – a coherent ownership structure prevails among the different 
WBG institutions.  
 
As the voice review enters its final stage we should be mindful that the criteria for shareholding 
representation should meet the acid test of good corporate governance and alignment with IBRD’s own 
mission. Namely, we should avoid potential conflicts of interests that would arise by considering IBRD 
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borrowing among the criteria relevant to the shareholding review. Similarly, no incentive should induce 
clients to postpone IBRD graduation as in the case where a falling level of debt to the IBRD would have a 
negative impact on their voice. 
 
A sustainable development lending policy 
 
The WBG has timely and effectively responded to the demand for emergency lending in a coordinated 
way with other multilateral institutions. It is now time to prepare for a future where the WBG keeps fully 
deploying its resources not just under the pressure of a crisis that dries up liquidity but also in normal 
times. This requires a set of strategic priorities, fully shared by the institution at all levels, and a balanced 
structure of revenues and expenses that effectively protects capital from the vagaries of the economic 
cycle  
 
The IMF’s improved economic forecasts and the gradual resumption of capital flows to several 
developing countries suggest caution when forecasting the demand for IBRD loans and the related capital 
absorption. As the need for quickly disbursed loans decreases, IBRD should revert to financing long term 
structural investment. The desirable shift toward investment lending is likely to reduce the growth of 
IBRD loan portfolio, while the planned selective capital increase will reduce the likelihood of capital 
shortages in the near future. 
 
Projected loan growth should also be compatible with long run sustainability. Shareholders’ tradition not 
to ask for a return on their invested capital has historically allowed the IBRD to reduce lending spreads 
and the rate charged on its loans. However loan rates should not fall to levels where the imbalance 
between intermediation revenues and administrative expenses may jeopardize the current level of capital 
potentially offsetting the desired effect of future capital injections.  
 
A partner in climate change financing  
 
As we approach the meeting in Copenhagen, where decisions need to be taken to step up international 
action on climate change, we envision a growing role of the WBG as a key partner in financing the 
transition to a “greener” economy and alleviating the impact of climate change on developing countries.  
 
This effort largely exceeds the available resources of development institutions and requires combining 
limited public resources with larger private sources of capital. The WBG is strategically positioned to 
contribute to this effort.  
 
As a global organization, the World Bank is well-suited to face the challenges that, as in the case of 
climate change, pertain to the domain of “global public goods.” As a financial institution, it is well suited 
to address the intergenerational problems that climate change poses. Finally, as a multi sector 
development agency, the Bank can make use of its expertise in a broad array of policy areas engaging 
private and public clients in a fruitful dialogue, and providing a variety of policy options.  
 
 


