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Forward Look 
 
This is the second time we discuss the document called “Forward Look”, which provides us with 
comprehensive information about the main aspects of the WBG current activities, as well as its future plans. 
The agenda that the “Forward Look” offers is very ambitious, with the WBG institutions striving to cover 
a lot of new ground, while at the same time solidly delivering in the traditional areas, like addressing the 
development needs of their clients. However, like on the first occasion, this time around we believe that the 
purpose of this document could have been better articulated. On the one hand, it may be perceived as a 
report about WBG’s work, on the other hand – as a set of its future plans in various areas. Given the looming 
capital constraints, it is not clear how much more ground the WBG can cover and to what extent the 
ambitious agenda presented in the “Forward Look” is realistic and could be implemented. 
 
The Forward Look Results Matrix appended to the document suggests that the WBG has already started 
the implementation of different themes included into the “Forward Look” as presented to the DC meeting 
in October 2016. If so, does it mean that the “Forward Look” represent a new WBG strategy currently under 
implementation? We think this document can hardly be called a strategy since it lacks selectivity and any 
linkages between goals, instruments and resources. We would like to re-iterate the point we made last time 
that the long list of work streams and global challenges presented in the “Forward Look” requires 
prioritization and establishing a clear focus. 
 
After the first presentation of the “Forward Look” at the previous DC meeting it was reasonable to expect 
a more precise formulation of strategic goals and priorities, establishing linkages between their 
implementability and availability of resources, defining instruments needed for their implementation, as 
well as creating respective timelines and results frameworks. Only after such articulation and a careful 
costing exercise the “Forward Look” may be qualified as a new fully-fledged WBG strategy. In its present 
version we can find some elements of such approach but overall it lacks necessary business logic, remains 
scant on detail and quite fragmented.  
 
We would like to get more clarity on the key elements of the proposed “Cascade” approach that will be 
used to enhance the WBG’s role in mobilizing resources from the private sector. Conceptually such an 
approach was in place since the inception of the WBG’s member institutions, which from the very 
beginning have been trying to enhance their catalytic role in mobilizing resources and always positioning 
themselves as “creditors of the last resort”. The bulk of the existing WBG portfolio is built on “Cascade” 
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principles and this is well illustrated by the examples in Box 2.  While we fully support aspirations and 
ambitions of the “Cascade”, we do not fully understand which particular new instruments and actions will 
be used to achieve a promised qualitative and quantitative leap forward. The story of inflated original 
expectations about the GIF suggests that we should rather be modest and realistic in our expectations. 
 
We would also like to see more accountability and realism in addressing issues related to the improvements 
in the Bank’s business model. One of the preconditions for the shareholders’ decision on the Bank’s capital 
increase in 2010 was the outline of ‘Simplification Agenda’ reform presented by the management. 
Delivering on the ‘Simplification Agenda’ was one of the rationales for the recent Change Process. The 
implementation of this plan, however, remains far from completion. Moreover, with the changes in the 
organizational structure many business processes became even more cumbersome and lengthy. While 
expressing some cautions optimism with regard to the new reincarnation of the ‘Simplification Agenda’ in 
the ‘Agile Bank’ pilot project, we call on the management to take a closer look at the reasons for resistance 
to reforms embedded into the present organizational structure and culture of the WBG, and try to extract 
guidance from the past unsuccessful reform attempts. 
 
Throughout the “Forward Look” we see references to the prospective larger financing of FCV countries, 
LMICs, as well as well as recent IDA graduates. We believe the WBG can ill-afford a big shift in this 
direction now. These particular countries would require smaller and more expensive-in-design projects and 
operations, not to mention elevated security expenses, which will put additional pressure on our 
administrative budget. Moreover, this shift would lead to an increase in the riskiness of IBRD’s balance 
sheet, requiring more capital to support the same level of lending and further eroding IBRD’s lending 
capacity. We should not forget that the Bank is a credit cooperative by its nature and as such is required to 
respond to the needs of all its borrowers. This general principle translates into the modus operandi that 
different client groups and segments have to be treated fairly and in a balanced manner. 
 
One promising business line for IBRD in the situation of capital constraints could be co-financing of 
projects with other MDBs and/or preparing bankable projects for them for a fee. Some of these banks, 
especially the newly established ones like NDB and AIIB, may still be lacking sufficiently qualified staff 
and expertise to design solid projects, while at the same time they have ample resources for lending. The 
IBRD will most likely find itself in the opposite situation, with enough capacity to make good projects but 
short of cash to finance them. In this situation cooperation with other MDBs can be mutually rewarding 
and will also allow IBRD to keep its staff fully employed.    
 
A Stronger World Bank Group for All 
 
Both this paper and the “Forward Look” document appeal to shareholders for a capital increase in IBRD 
and IFC as the most reliable ways to boost these Institutions’ equity. We understand this appeal but would 
like to observe that just in 2016 we have completed our subscriptions to the 2010 capital increase. Starting 
a new round of capital increases already in 2017 suggests serious flaws in the WBG financial management 
between 2010 and today. Para 27 of the “Stronger WBG for All” paper hints that the reason for subsequent 
capital increases in short succession was an insufficient size of the 2010 capital increase, which failed to 
provide for adverse market conditions and a stronger than anticipated client demand. 
 
We believe that the reasons were different. The capital increase of 2010 provided IBRD with about $5 
billion of new paid-in capital, while IFC got $200 million. Between 2010 and 2016 IBRD’s transfer to IDA 
amounted to almost $4 billion, while IFC transferred to IDA around $2.3 billion. Because IBRD’s return 
on equity was very low owing to low interest rates, almost all its net income has been channeled to IDA 
with a net reserve accumulation over this period of only $1.3 billion. At the same time, IFC suffered from 
weak market conditions in developing countries, which limited its retained earnings and contributed a rapid 
fall in its deployable strategic capital.  
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Interestingly enough, the background technical note on IBRD’s capital needs shows that an extra $4 billion 
in capital would allow to keep the Bank’s lending capacity at the long-term average of $24 billion per year 
up until 2030. Hence, it is mostly IDA transfers between 2010 and 2016 that necessitate another round of 
capital increases today.  Under these circumstance it is perplexing that the IBRD management asks for new 
capital while at the same continuing IDA transfers, which   subtract sizeable amounts from reserve 
accumulation under the current extremely challenging capital situation. IDA18 expects $400 million from 
IBRD and $300 million from IFC. These numbers are insignificant in the context of the overall IDA18 
financing envelope of $75 billion. However, these transfers, if placed into IBRD/IFC reserves, could make 
a visible difference in the two Institutions’ lending capacity. 
 
As IBRD routinely seeks bilateral trust fund grants to supplement its own budget just to carry out its regular 
activities, it is surprising to see it weakening its own resource base by grant-making. We believe that grants 
should be approved only in the exceptional circumstances, and governments facing the extreme challenges 
can be the only legitimate beneficiaries. Thus we welcome phasing out the bulk of grants the Bank used to 
distribute with the CGIAR remaining one of the last receivers from this era of unsound largesse. The $30 
million that IBRD transfers into CGIAR annually represent a sizable leakage from its net income that should 
be discontinued. 
 
All in all, we are reluctant to consider a fresh capital increase for the WBG as long as the above mentioned 
leakages from its net income persist. Before approaching member countries, the WBG management should 
close all the loopholes that leak reserves and impede internal capital accumulation. So far this has not been 
done.  
 
Shareholding Review: Progress Report 
 
We are broadly satisfied with the progress achieved in our Shareholding Review thus far. The agreement 
on the dynamic formula provided us with an allocation rule that smoothly addresses misalignments in 
members’ representation. Sticking to the formula as the main method of allocating new shares minimizes 
shifts between new and old shareholding, thus helping achieve an easier agreement on the final outcome of 
the Review. The formula-based allocation alone, however, cannot address a few cases of the particularly 
large underrepresentation. To help these countries become more fairly represented, we would need a special 
ad hoc allocation in their favor. The limits of dilution around 5 to 10 percent look reasonable and are 
realistically achievable, especially if the bulk of new SCI shares is allocated in line with the formula. We 
can go along with protecting the voting power of the smallest poor countries according to the 2010 
definition of these countries.  We do not support any extension of the SPP eligibility. Finally, we consider 
the quest for “principle-based forbearance” to be a futile exercise since we already have all the necessary 
instruments to fine-tune allocation results and accommodate the interests of all member groups. 
 


