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Safety Net Systems 
 
We are all unified around a consensus on the mandate of the World Bank as an institution aimed at 
assisting countries in development and poverty eradication. To achieve such an overarching goal 
countries have to work in many areas, from maintaining macroeconomic stability to making investment in 
the key economic and social sectors. Creating safety net systems to support the most vulnerable segments 
of population is one of these areas. Safety nets make sure that the young people have a more even starting 
level, render society more coherent, and alleviate temporary hardships by providing a guaranteed 
minimum of consumption. 

 
I believe that we have to revisit this issue in view of the recent experience of almost all countries 
struggling with consequences of the unprecedented economic crisis. We have to evaluate the lessons of 
emergency assistance to those most severely affected by the economic crisis, as well as by natural 
disasters. Special attention should be paid to the experience of many developing countries which designed 
and implemented some innovative solutions in this area. 

 
The paper presented by the World Bank is a good introduction to our discussion. I suggest that it should 
be expanded into a full-fledged research report. If it takes into account the views expressed during our 
meeting, it will be of great interest to both researchers and practitioners. 

 
In this regard I would like to offer some observations. 
 
We fully support the idea that safety nets should be established in advance, during the periods of 
economic growth. Once the institutional framework is in place, it can be scaled up when necessary and it 
would be much more efficient and less costly than hastily creating them during the crisis. 

 
We also believe that safety nets should be strongly targeted. When assistance is spread out between 
numerous programs with almost universal coverage, the cumulative effect of these programs tends to be 
quite small, particularly in view of high administrative costs. 

 
Monetization of safety net assistance needs to be encouraged. Positive lessons of conditional cash transfer 
programs launched and implemented by a number of Latin American countries, correspond with our own 
experience with monetization of social benefits. As long as we keep subsidized numerous consumer 
goods and services, from fuel to transport, we bring about inefficient usage of these resources which more 
often than not means redistribution away from those in particular need. 
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Finally, I would like to underscore the point made in the paper that in developing countries safety nets 
may not just extend existing redistribution mechanisms, but rather replace or enhance them in terms of 
transparency and targeting in order to make them both efficient and affordable. 

 
I also believe that the Bank in its future work in this area should take into account the following 
suggestions: 

 
First, the Bank is advised to use all available lessons, including those being accumulated by developing 
countries as well as historical experience of industrial countries. The borderline between these groups has 
quite eroded over the past 10 or 15 years, so there is no need to limit our perspective. 

 
Second, there can be no meaningful analysis if we have no reliable statistical data. Therefore, we 
urge the Bank to expand its technical assistance to the countries whose capacity to collect and evaluate 
data on the prevalence and factors of poverty as well as on efficiency of safety nets remains inadequate. 
 
Third, more attention should be paid to the political economy of safety nets reform. This issue is 
mentioned only briefly in the paper. Without political economy analysis the Bank's advice will inevitably 
be too theoretical and technocratic. It should not be forgotten that political voice and weight of the poor, 
unfortunately, rarely correspond to their share in the population. From this angle, a reform of large scale 
subsidies and similar programs aimed at making them more targeted may turn out to be politically very 
challenging. 

 
If the Bank fully takes this issue into account, it could offer its clients some custom-tailored assistance in 
order to cushion the critical transition from universal subsidies to targeted monetary safety net systems. 
 
Innovations in Leveraging the Private Sector for Development 
 
We reviewed with interest the document presented under this agenda item and took note of a 
comprehensive update of World Bank Group activities in the area of unlocking private sector potential for 
economic development. It is quite symbolic that there is close correlation between the approaches 
advocated by the document and the thrust of the Declaration approved by the BRICS Summit in New 
Delhi on March 29, 2012. The Declaration specifically emphasized the need for international financial 
institutions to innovate in this area, and within this perspective we are quite supportive of the efforts by 
the World Bank management to search for new and more efficient approaches, as well as to diversify the 
menu of existing instruments.     

 
Along the same lines, we welcome that private sector theme is on the agenda of today’s meeting, which 
has not been the case for a long time. Without doubt, it would enable us to re-assess issues of public - 
private sector interaction and cast a fresh glance at the challenges that have emerged here in recent years. 
The role of private sector in generating employment and creating national wealth can hardly be contested. 
At the same time, we would like to avoid getting into the trap of “Washington Consensus” once again, 
when ideology-driven strategy resulted in the Bank's withdrawal from a whole number of important 
sectors, notably, infrastructure and agriculture. 

 
The reality of modern world is such that most countries have a mixed economy with considerable role of 
the public sector. In this regard, we are of the view that the current division of labor within the Group is 
quite logical - whereas IBRD and IDA, according to their Articles, deal with sovereign borrowers, i.e. the 
public sector, IFC and MIGA are dealing with privately-owned enterprises. It goes without saying that 
there are numerous points of interaction between these two, and innovations are most welcome there. 
Nevertheless, we continue to believe this interaction should be pragmatic and based on full respect of the 
shareholders' sovereign right to choose their model of economic development.       
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The state has to create the enabling environment for a dynamic private sector through building 
infrastructure, improving business regulation, promoting vocational training and many other tools. The 
World Bank should continue its intellectual and financial assistance to its clients for these efforts. For its 
part, however, the private sector has to demonstrate growing social responsibility, the importance of 
which has come to the forefront during the recent crisis. We see a lot of potential for future engagement 
with private sector under this specific angle. 
   
Finally, one cannot ignore the situation with IFC capital adequacy. It is quite likely that the Corporation 
will be forced to slow down its operations in coming years due to constraints imposed by capital ratios. 
We believe that such a prospect is unwelcome, given IFC’s central role within the World Bank Group in 
dealing with private sector. If we are focused on discussing the problem of scaling-up the World Bank 
engagement with private sector and leveraging it for development, the first topic to address should be on 
preserving positive momentum by the Corporation itself. In our opinion, the situation calls for an 
additional capital increase for IFC in the nearest future. A temporary solution, pending capital increase, is 
to retain net income within IFC in its entirety in order to improve financial capacity of the Corporation, 
particularly in view of continued uncertainty in global financial markets and rather low growth rates at 
both global and national levels. 
 


