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Challenges ahead 

 

In the last few years, the international community agreed on ambitious commitments to promote social 

inclusion and sustainable development. In 2012, the World Bank Group (WBG) reaffirmed its commitment 

to the twin goals—eliminate extreme poverty and promote shared prosperity. Three years later, the United 

Nations launched the Sustainable Development Goals, after the Addis Ababa Action Agenda on financing 

for development, while the Paris Agreement established targets on mitigation and adaptation for climate 

change. 

 

Ambitious goals call for mobilization of trillions in financial resources and effectively designed policies, 

possible only through collective action among the public and private sectors together with civil society. The 

United Nations Conference on Trade and Development (UNCTAD) estimated the annual investment 

shortfall on SDG-related sectors to be around US$ 2.5 trillion over 2015-2030 in developing countries. The 

global community must galvanize efforts to do better. 

 

Taking into consideration the sluggish global outlook, our targets are even more challenging. Both cyclical 

and structural factors pose risks to advanced and developing economies, such as limited fiscal and monetary 

policy options, commodity price volatility, demographic shifts and climate change, among many others. In 

the Latin American and the Caribbean region, collapsing commodity prices have already brought important 

negative spillovers, including poor performance of tax revenues and employment. 

 

The role of the World Bank 

 

The WBG has a pivotal role in confronting challenges ahead. The new development agenda requires an 

interconnected approach, global in perspective yet country-specific in strategy.  Uniquely equipped with 

local know-how and vast ground experience, the World Bank is well positioned to marry both approaches. 

With 189 members, the WBG pools a variety of perspectives and experiences so the richness of our diversity 

must be continuously explored. 

 

Our institution is well stocked with 70 years’ worth of development solutions over its tenure. Initiatives 

taken in one place have been adapted and replicated elsewhere in a constant “learning-by-doing” exercise. 

Undoubtedly WBG engagement with all developing countries will always be the hub for successful 

achievement of our global development agenda.  That said, upper middle-income countries, in particular, 
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have contributed to the stock of significant learnings for tailoring policies and projects, bringing to bear the 

value of South-South exchange. 

 

Multilateral institutions play an important role in the provision of global public goods. However, in 

addressing global issues such as climate change, migration and pandemics, they must incorporate an all-

inclusive global exchange. Middle-income countries cannot be overlooked—being home to the majority of 

the world’s poor—in striving for achievement of the twin goals. Concurrently, innovative strategies are 

urgent for the improvement of living standards of so many peoples from fragile and conflict-affected states. 

In fact, in such a complex world, we must avoid simplistic classification of countries. 

 

Among global public goods, fostering financial stability is key.  A serious threat to financial stability and 

inclusion is the loss of correspondent banking relationships, affecting remittance flows, particularly in the 

Caribbean and small states.  The amalgamated impact can prove to be systemic for these countries, be they 

low-, middle- or high-income economies. We must provide concrete solutions in surmounting their unique 

challenges. 

 

In sum, the WBG should continue to broaden its engagement with the whole spectrum of client countries, 

avoiding simplistic typologies that have a tendency to over-shadow the development challenges that the 

global community faces. The WBG must harness all its resources—finance, knowledge and convening 

power—to boost development cooperation with individual countries, simultaneously tackling global 

spillovers. 

 

WBG financial sustainability 

 

The International Bank for Reconstruction and Development (IBRD) is meant to be a financially self-

sustainable. Owing to recently concluded expenditure review executed by the Management, the WBG has 

been able to navigate through a gloomy international environment. The success of this journey will depend 

on the maintenance of its triple-A rating, which will require a robust financial engagement with low-risk 

clients. Moreover, we need a more transparent framework for the IBRD transfers to the International 

Development Association (IDA), in which IBRD sustainability must be properly considered. 

 

Tweaking the IBRD lending framework should be approached with prudence. One of the most important 

challenges of IBRD lending is the operational and bureaucratic costs of an institution with a number of 

suitable safeguards, but reluctant to adopt country systems. Additionally, in an ultra-low interest-rate 

environment, tighter IBRD lending conditions could divert clients towards other multilateral financial 

institutions. 

 

Furthermore, the negotiation on the IBRD capital increase should not be divorced from the institution’s 

legitimacy. In 2010, the group of developing and transitioning countries (DTCs) was allocated 47.2 percent 

of IBRD voting power. More recently, the United Nations approved the new SDGs, including a 

commitment “to ensure enhanced representation and voice of developing countries in decision-making in 

global international economic and financial institutions in order to deliver more effective, credible, 

accountable and legitimate institutions” (Target 10.6 of the UN SDGs). The next year’s decision regarding 

the selective capital increase should deepen the progress made in the last reform and further strengthen the 

voice of DTCs. This, of course, does not prevent limiting major dilutions in voting power for some 

individual countries. 

Finally, we welcome WBG efforts to better cater for the needs of countries in fragile and conflict situations 

(FCS), including through a greater and targeted engagement with the International Finance Corporation 

(IFC), as well as through emphasis on poverty needs to determine allocations. We also support the need to 

ensure additional funding to FCS under IDA18, including increased allocations for each FCS country.  
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Implementation of the new safeguards framework  

 

We welcome the approval of the new WBG Environmental and Social Framework (ESF) last August. 

Moving forward, it is critical to proceed with its implementation in line with international norms. In 

particular, the concept of “free, prior and informed consent” of indigenous peoples should not contradict 

previous multilateral agreements and conventions already ratified. We should make sure the Bank provides 

the necessary support to projects that are of interest to borrowing countries and avoid duplication of 

bureaucratic and administrative costs. 

 

The ESF implementation has to be instrumental in making the WBG agile and responsive. Indeed, the ESF 

has ample room for advancing the use of borrowers’ frameworks and we should use this space in a bold 

and appropriate manner. We are confident the WBG will proceed on a prudent manner, aiming at flexible, 

adaptive, risk-based and resource-efficient mechanisms. 


