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NOTE ON THE SEVENTY-NINTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 
The Joint Ministerial Committee of the Boards of Governors of the World Bank and the International 
Monetary Fund on the Transfer of Real Resources to Developing Countries – the Development 
Committee – held its seventy-ninth meeting on April 26, 2009, in the Preston Auditorium of the World 
Bank in Washington, D.C.  The meeting consisted of a single session, preceded by an informal 
Ministerial level breakfast for Members on the same day.  Members circulated their written statements in 
advance and these are part of this document.  Also included are notes by the Bank President and the Fund 
Managing Director distributed ahead of the meeting.  The meeting started at 9:45 a.m. and ended at 
1:26 p.m.  It was chaired by Mr. Agustín Carstens, Minister of Finance and Public Credit of México. 
 
The Agenda (Annex A) was adopted at the beginning of the meeting, followed by discussion of two 
topics. The first, Implications of the Global Economic Crises for Developing Countries and the Role of 
International Financial Institutions, was supported by a background document prepared by staff of the 
World Bank:- Global Monitoring Report 2009. The second topic Enhancing Voice and Participation of 
Developing and Transition Countries in the World Bank Group: Options for Reform and Development 
and was supported by a paper prepared by staff of the World.  In addition to the above discussion topics, a 
Board report on the Review of Bank Group Internal Governance was submitted to the Committee for 
information.  Ministers commented on these documents in their written statements to the Development 
Committee. 
 
The Communiqué (Annex B) was adopted at the end of the meeting and records the salient points and 
outcome of the Ministerial discussion. 
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Note of the President of the World Bank, Mr. Robert Zoellick, to the Development Committee 
 

Introduction 

Since the last meeting of the Development Committee in October, the global economic situation has 
deteriorated sharply—what began with turmoil in selected segments of financial markets in developed 
economies has turned into one of the sharpest global economic contractions in modern history and is now 
rapidly turning into a global human and development crisis. The macroeconomic and distributional 
impact on developing countries, initially limited, has become severe, facing many poor countries with an 
immediate crisis as well as threatening long-term growth, poverty reduction and progress in meeting the 
Millennium Development Goals (MDGs). 

Strong leadership and multilateral cooperation are needed to address short-term challenges coherently and 
in a way that also serves longer-term development objectives. The G20 meetings in Washington and 
London have helped the world’s leading economies to come together to work on laying the foundations 
for a sustainable economic recovery, and for a new international economic partnership, in which all 
countries can participate and benefit. At the same time, however, the failure to date to reach agreement on 
the Doha trade round points to an important opportunity for positive international policy action that has 
not yet been seized.  

And while there has been significant progress in advancing the Financing for Development agenda—with 
a record IDA 15 replenishment of $41.6 billion and with net official development assistance estimated to 
reach almost $120 billion in 2008—additional resources need to and must be mobilized and effectively 
deployed in light of increasingly pressing needs. In this context, the G20 commitments made in London 
to substantially increase resources available to the IMF, including doubling IMF concessional finance for 
low-income countries, and support for MDB capital increases as needed and a substantial increase in 
lending, including to low-income countries, are especially welcome. These actions and decisions will 
provide additional resources to support social protection, boost trade and safeguard development in low-
income countries, including through bilateral contributions to the Bank’s crisis response initiatives. 

Current Economic Environment and Implications for Meeting the MDGs 

Developing countries, initially shielded from the direct impact of the financial crisis, are now increasingly 
affected by the resulting global recession, at a time when many countries are still coping with the 
consequences of the earlier food and fuel crises. The reversal of capital flows, the collapse in stock 
markets, and in general the deterioration in financing and economic conditions (global growth and world 
trade are expected to contract by 1.7 percent and 6.1 percent, in 2009respectively), have brought 
investment growth in the developing countries almost to a halt, with a risk that critical investments in 
social and physical infrastructure will be cut back in many countries if additional resources cannot be 
mobilized and effectively deployed to finance the estimated $270-$700 billion external financing gap that 
developing countries face in 2009.  

The deceleration in economic growth in low-and middle income countries as a group is expected to match 
the deceleration in high-income countries, falling from 5.8 percent in 2008 to 2.1 in 2009.  This sharp 
slowdown is likely to seriously set back progress on poverty reduction and other MDGs. Food and fuel 
price increases between 2005 and 2008 pushed between 160 and 200 million more people into extreme 
poverty, and about half of them will remain trapped in poverty in 2009 even as food and fuels prices 
recede from their peaks. Recent World Bank analysis also suggests that the current crisis will result in 53 
million more people living in extreme poverty (below $1.25 a day) in 2009, or 65 million more if the $2 a 
day measure is used; 200,000-400,000 more infants will die every year and many poor children will lose 
the opportunity to attend school.  These numbers will rise if the crisis deepens and growth in developing 
countries falters further.  
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Stronger, Sustainable and More Inclusive Economic Growth  

Economic Growth and Social Progress. Until recently, strong economic growth in developing countries 
in the past decade had put the MDG for poverty reduction within reach at the global level. As growth 
slows down, there are strong pressures for counter-cyclical spending in developing as well as developed 
countries to raise global aggregate demand, maximize the impact of the global stimulus, safeguard future 
growth and limit the potential for civil unrest. While some developing countries have room for fiscal 
stimulus as they possess strong fiscal and external positions, most lack the resources to mount any 
substantial fiscal response, and will in fact experience a further erosion of their fiscal space as public 
revenues fall and external financing dries up. In this rapidly changing and more demanding global 
environment, the development community should reaffirm commitments to provide appropriate 
international assistance in the form of aid, debt relief, global financial stability, and investment and trade 
opportunities. 

Development Assistance. As the magnitude of the MDG challenge remains daunting and the environment 
in which poverty reduction efforts are undertaken has become more difficult, increased and more 
effective aid remains critical to continued progress toward meeting the MDGs in many poor countries. 
While preliminary data from DAC suggests total ODA from DAC members rose to a record of $119.8bn 
in 2008, the current economic contraction poses challenges to the prospects of achieving Gleneagles 
targets by 2010. Additional efforts are needed in the current economic environment to support growth 
and protect the poor and vulnerable.  

To this end, President Zoellick has called for developed countries to pledge an amount equivalent to 0.7 
percent of their stimulus packages as additional aid, over and above existing ODA commitments, for the 
low-income countries and the poor and vulnerable in the developing countries. This could be channeled 
either through the Bank Group, where we have a new Vulnerability Financing Facility and a range of IFC 
initiatives, through other multilateral organizations, or bilateral channels. To maximize effectiveness, 
such assistance should be provided in ways consistent with the Paris Declaration and the Accra Agenda 
for Action. Enabling and underpinning an adequate fiscal response in developing countries would be a 
win-win outcome. Easing the fiscal constraint on developing countries is part of the solution for the 
crisis—as many of these countries have more opportunities than developed countries for high-return 
investments, which would both benefit their future productivity growth and contribute to global demand 
and recovery in developed countries.   

Public Sector Management and Governance. The crisis also calls for an even sharper focus on 
expenditures on core priorities—infrastructure for growth, key investments in human capital, and social 
safety nets. The Bank has continued to work with client countries to mobilize and effectively deploy 
domestic resources and is engaging with partners on international illicit financial flows and tax havens. In 
this context it remains critical to accelerate implementation of the Governance and Anti Corruption 
(GAC) agenda at the project, country, and global levels, removing governance obstacles to development 
effectiveness. In October 2008, the Board discussed the One Year Progress Report on GAC 
Implementation which focused on systematic integration of GAC dimensions in the strategies and 
programs of an initial 27 selected countries, and the launch of pilots in key areas of improving country 
governance systems such as procurement and capacity building in key ministries. At the global level, the 
Stolen Asset Recovery (StAR) initiative, jointly launched with the UN Office on Drugs and Crime 
(UNODC), has received requests for assistance from eleven countries and is providing capacity building 
in many more through regional training programs. StAR’s country assistance is geared to helping the 
national authorities make informed decisions about their asset recovery programs.  

Trade. The financial crisis increases the urgency of bolstering multilateral cooperation in the trade area. 
An ambitious and balanced Doha Round agreement would help keep markets open at a time of financial 
stress, ease protectionist pressures, and strengthen the rules-based multilateral trading system. It would 
also provide a much-needed boost in confidence to the global economy. Meanwhile, the risks of 
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protectionism and other trade-distorting policies have heightened as economic activity collapses and 
unemployment soars in many countries. Maintaining and enhancing trade openness is key not only to 
preserve the mutual benefits of trade but to support the eventual economic recovery. Making access to 
trade finance easier and more affordable is another important component of a recovery package. In this 
context, the G20 decision to ensure the availability of at least $250 billion of trade finance over the next 
two years (including up to $50 billion through the IFC’s GTLP facility) through export credit and 
investment agencies and international and regional development institutions is welcomed. The fulfillment 
of Aid for Trade commitments remains paramount to support both the multilateral trade liberalization 
agenda and domestic trade facilitation efforts, as many poor countries continue to face considerable 
infrastructure and other supply-side constraints to participating in global markets.  

Debt.   Despite the achievements of the HIPC initiative and MDRI, a number of challenges remain to be 
addressed for countries to fully benefit from debt relief over the years ahead. These challenges include 
full financing of the HIPC Initiative and MDRI, full participation of official and commercial creditors in 
the HIPC Initiative, support to the remaining pre-completion point countries to reach completion point, 
maintaining debt sustainability beyond the completion point, and making countries less vulnerable to 
shocks and changes in financing terms. The G20 request for the Bank and Fund to undertake a review of 
the Debt Sustainability Framework (DSF) will provide a further opportunity to ensure that external 
financing is used in a sustainable manner.  

Private Sector Development. A thriving and competitive private sector is critical to inclusive growth, and 
the current credit crunch calls for measures to support the private sector’s access to finance for 
investment and trade, both of which have contracted sharply. Governments, working with development 
partners, need to move quickly on this front, with a special focus on access to finance for small and 
medium enterprises that are critical for job creation and that are finding themselves particularly squeezed 
by the credit contraction. At the same time, the crisis has underscored the importance of broader reforms 
to improve financial system stability and soundness. Some countries will likely face the need to 
recapitalize distressed financial institutions and must prepare for that in advance. In this context, the IFC 
stands ready to provide additional capital to banks in developing countries through its Bank 
Capitalization Fund. 

Infrastructure. In many countries action will also be needed to support viable infrastructure investments, 
both publicly financed as well as public private partnerships (PPP), and key operation and maintenance 
expenses to preserve such projects, as both governments and private investors face increased financial 
constraints. However, more financing is only part of what is needed to meet the longer-term 
infrastructure challenge in developing countries. For example, it is estimated that Sub-Saharan Africa 
could reduce its infrastructure financing gap of about $40 billion annually by as much as 45 percent 
through improved management of investments, reduction of operating inefficiencies, and better cost 
recovery. 

The World Bank Group Role and Strategy 

WBG’s response to the crisis. The WBG stands ready to help address developing country needs by 
offering the full range of financial, analytical and technical assistance resources and policy advice. The 
WBG is also leveraging its own resources with financial support from a variety of public and private 
sources using a menu of options to match the needs of developing countries with the interests and 
capacities of donors: 

 The Bank expects to almost triple IBRD lending in fiscal year 2009 from $13 billion to $35 
billion, and lending volumes could reach $100 billion over the next three years.  Much of this 
additional lending is being delivered through fast-disbursing development policy loans, including 
with Deferred Drawdown Option (DDO).   
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 Following its record 15th replenishment, IDA has commitments amounting to nearly $42 billion 
over fiscal years 2009-11.  While these resources have been allocated to long-term country 
development programs, there is scope for front-loading this support over the next year to assist 
low income countries to mitigate the impact of the crisis. The IDA Financial Crisis Response 
Fast-Track Facility, set up in late 2008, is fast-tracking up to $2 billion of financial assistance, 
with the potential to increase this amount in the future depending on the need. 

 With its current capital base, IFC is projecting an investment volume of about $12 billion per 
year over the next three year period. To increase development impact and leverage its resources 
effectively, IFC has launched a range of new crisis response initiatives in both investment and 
advisory services, combining IFC funds and externally mobilized resources.  

The WBG’s operational crisis response has been complemented by targeted initiatives to protect the most 
vulnerable against the fallout of the crisis; maintain long-term infrastructure investment programs; and 
sustain the potential for private sector-led economic growth and employment creation, particularly 
through SMEs and microfinance. These thematic areas are being addressed through three operational 
platforms, which received endorsement and support at the  G20 Summit in London: 

 The Vulnerability Financing Facility (VFF) organizes under one umbrella the existing Global 
Food Crisis Response Program (GFRP) and the new Rapid Social Response Program (RSRP) to 
streamline crisis support to the poor and vulnerable. The GFRP - a $1.2 billion facility made up 
of Bank-sourced funds, along with $200 million of Trust Funds - has facilitated a rapid and 
flexible Bank response to the global food crisis in partnership with other multilateral 
organizations and donor agencies. As of April 2009, $916 million was approved for 31 countries, 
with $466 million going to African countries. The RSRP is designed to help countries address 
urgent social needs stemming from the crisis by financing immediate interventions in the areas of: 
(i) access to basic social services emphasizing services for maternal/infant health and nutrition, 
and school feeding programs; (ii) scaling up targeted safety net programs, where adequate 
mechanisms exist, and building future capacity otherwise; and (iii) active and passive labor 
market policies to assist in the income support of the unemployed.   

 The Infrastructure Recovery and Assets Platform (INFRA) supports rapid recovery of long-term 
growth by supporting government efforts to cover costs of operation and maintenance to protect 
countries' existing infrastructure assets; ensuring delivery of projects that remain government 
priorities by bridging the current gap in available financing for public, private or PPP 
infrastructure projects in emerging markets; and by supporting new infrastructure project 
development and implementation. Building on country diagnostic assessments on the impact of 
the crisis on infrastructure spending, INFRA will leverage $15 billion annually of proposed 
World Bank financing of infrastructure. INFRA will also advance the “green agenda” by 
leveraging financing through the Carbon Partnership Facility, Clean Technology Fund, and 
others. An important component of INFRA is the Energy for the Poor Initiative (EFPI) which 
aims to expand energy access, help the poor adjust to energy shocks, and reduce their 
vulnerability to volatile energy prices.  

 IFC engagement with the private sector in the developing world, notably by supporting SME and 
micro-enterprise sectors which account for most private sector jobs, is critical both to the global 
recovery and to protecting long-term growth.  IFC initiatives cover three broad areas:  

 (i) providing liquidity support, by expanding Global Trade Finance Program (GTFP) from $1 
billion to $3 billion and by creating Global Trade Liquidity Pool (GTLP) which was endorsed at 
the last G20 Summit in London to provide about $40-50 billion of credits to support trade finance 
over the next three years, by launching the Infrastructure Crisis Facility to provide liquidity for 
infrastructure projects, and by creating the Microfinance Enhancement Facility in partnership 
with German development bank, KfW;  



 7

 (ii) rebuilding financial infrastructure by creating the Bank Capitalization Fund, in which IFC 
and the Japanese Government have  invested respectively $1 and $2 billion, to provide additional 
capital for banks in developing countries; and is also designing advisory programs in risk 
management and non-performing-loans management; and  

 (iii) implementing a Distressed Asset Recovery Program (DARP), which would   mobilize 
investment into distressed asset pools, and  provide advisory services to enhance the efficiency of 
distressed asset markets.  

 MIGA is also stepping up its operational activities to respond to the crisis.  In the second half of 
CY2008, MIGA signed contracts to extend guarantee support to shareholder loans from European 
banks for liquidity support or to recapitalize their subsidiaries in the ECA Region for total 
coverage of about $500 million.  Much of this was then reinsured, both for MIGA's risk 
management purposes, but also to retain the active involvement of private reinsurers in this 
market, despite the crisis.  MIGA has also now developed a broader Financial Sector Initiative in 
response to the global crisis, discussed with the Board on March 31, under which it expects to 
provide guarantee cover for up to €2 billion for bank lending to their subsidiaries in the ECA 
Region, plus additional amounts in other regions as demand develops.   

Strategic Directions for the World Bank Group. At its last two meetings, the Committee discussed a 
vision of the WBG contributing to inclusive and sustainable globalization with strategic initiatives 
encompassing tailored approaches to address specific needs of the Bank’s main client segments and the 
emergence of increasingly global challenges. In addition, the Bank has also focused on ensuring that the 
corporate platform for delivering products and services allows the institution to become more flexible and 
client-responsive. Moving ahead with these changes has been critical in the Bank’s response to the rapidly 
deteriorating global economy. Shareholders have expressed appreciation of the speed with which the 
World Bank Group has put together new instruments and facilities, and how it is stretching itself to 
respond to clients’ needs in the crisis.  

For middle-income countries (MICs), the WBG continues to adapt its business model to be more 
responsive, flexible, and innovative, implementing the strategy discussed by the Committee a year ago.  
Demands for Bank finance from MICs have substantially increased in the last few months as they address 
the impact of the financial crisis, with the full range of financing options used depending on country 
circumstances. IBRD delivered 27 additional operations in the first two quarters of FY09 (including 
additional financing and supplemental financing) as compared to the same period in FY08. In volume 
terms, IBRD commitments reached $12.4 billion in the first two quarters of FY09 compared to $3.3 
billion in the same period of FY08. Equally important is the support provided by the Bank's customized 
financial products that are helping countries manage the risks on their balance sheets, reduce borrowing 
costs and address financial market volatility. Several countries have taken advantage of IBRD hedging 
products to transform floating interest rates into fixed interest rate obligations as part of their strategy for 
liability management. The Bank’s Treasury is also responding to increased demand for public debt 
management advisory services. At the same time, the Bank will seek to further facilitate South-South 
cooperation by developing partnerships with selected middle income countries capable of contributing to 
new development initiatives. 

In responding to the needs of the low-income countries (LICs), especially in Africa, in addition to 
delivering $3.2 billion of new IDA commitments in the first half of FY09, staff are continuing to build the 
pipeline for overall delivery of IDA15. A $2 billion IDA Fast Track Facility was put in place allowing 
accelerated use of IDA funds to assist the poorest countries respond to the global crisis. The GFRP has 
also provided crisis assistance to the neediest and poorest countries. Through our advocacy efforts we 
have helped ensure that the needs of the most vulnerable are placed on the agenda of the global crisis 
response. IDA-IFC cooperation, particularly in Africa, is improving with the help of the joint Secretariat 
established in February 2008. Output-based aid and guarantees show significant promise for scale-up.  



 8

The Bank has also scaled up its efforts to respond to the specific needs of Arab and fragile and conflict-
affected countries. For Arab countries, the challenges arise not only from the impact of the global 
financial and economic crisis on their economies, but also from the sharp run-up and subsequent decline 
in oil prices. IBRD/IDA lending volumes to countries in the Middle East and North Africa reached $ 1.6 
billion by end March (expected to reach $2.5 billion by the end of the FY) compared with total lending of 
$1.4 in the previous fiscal year. The Bank has also stepped up support under the GFRP to the poorest 
clients (Djibouti, Somalia, Sudan, West Bank and Gaza, and Yemen) to help them deal with the impact 
and aftermath of last year’s sharp increase in food prices. Through their access to the IDA15 Fast Track 
Facility, fragile and conflict-affected countries will be in a position to benefit from rapid response to the 
crisis. The signing in October, 2008 of the UN-World Bank Fiduciary Principles Accord should also 
support World Bank-UN partnerships for the delivery of assistance in low-capacity crisis situations. 
Further support will be needed to country teams working in fragile and conflict affected countries, 
increased management attention to project implementation, increased supervision budgets, further 
decentralization of operational expertise to these countries, targeted analytical work and timely access to 
best practices.  

Global Public Goods (GPGs). As the crisis has deepened, the role of the Bretton Woods Institutions in 
promoting global financial stability, strengthening the international financial architecture, and improving 
the global trading system has increased. Moreover, engagement in the GPG agenda is a recognized long-
term driver of the WBG’s business. The WBG’s combination of global reach and country presence allows 
for constructive engagement and credible advocacy in integrating country and global perspectives on 
GPGs. The WBG has continued to provide support and leadership on global negotiations related to trade, 
health, and finance and has played a significant role as part of the international system to bring climate 
change to the development agenda. The challenge in the short term will be to avoid the crowding out of 
these cornerstones for longer term development, and provide for further progress in these areas:   

 In climate change, activities since the last meeting include the adoption of the Strategic 
Framework for Development and Climate Change in October, 2008, the continued work on 
the World Development Report (WDR) 2010 on Climate Change, and product innovations 
such as the launch of Green Bonds in November, 2008 which were designed to raise 
additional funding for projects with climate and environmental benefits including both lower 
carbon options and climate resilient/adaptation measures. Moreover, the new Climate 
Investment Funds (CIFs), will be used to further scale up investment in climate resilient and 
low carbon growth in developing countries, while continuing to strengthen the knowledge 
base in the development community. Donors pledged approximately $6 billion to CIFs as of 
September, 2008 and the Bank will continue to seek additional commitments to help 
countries deal with climate-change related challenges. The first three investment projects 
were endorsed under the Clean Technology Fund, and eight countries accepted invitations to 
participate in the Strategic Climate Fund's Pilot Program for Climate Resilience.  

 In health, the Bank will continue to work closely with governments and partners to strengthen 
financial and delivery systems to achieve the health related MDGs. The Africa region has, for 
example, started work on scaling up health systems efforts in 14 countries, and is currently 
establishing hubs in Nairobi and Dakar that will house 8 new health specialist positions. This 
initiative will provide, amongst other things, high level technical support to countries to 
develop policies to strengthen their health systems, which in turn supports accelerated 
progress toward achieving the MDG on reduced infant mortality as well as other poverty 
reduction goals.  

 In trade, the new crisis-response initiatives mentioned earlier are building on the upward 
trend in Bank lending already apparent before the crisis and seek to preserve international 
trade as an engine of economic recovery and future growth. The Bank is stepping up its “Aid 
for Trade” activities which support country programs on trade and competitiveness, trade-
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related infrastructure, trade finance, trade facilitation, training and capacity building, and 
knowledge and research. In April 2009, the Bank, together with development partners, scaled 
up its trade facilitation programs and launched a $40 million Trade Facilitation Facility (TFF) 
for low income countries.  

Knowledge and learning.  The WBG remains a premier source of development knowledge in a wide 
range of areas. Through capacity building, policy advice, and technical assistance, the WBG has scaled up 
the dissemination of its development knowledge to assist developing countries assess the social and 
structural sources of vulnerability, address underlying policy and institutional weaknesses, as well as 
respond to and manage the consequences of the crises. In this context, the Bank has a proven track record 
of assisting developing countries to design and scale up sustainable safety nets. Diagnostic work, 
guidance notes, and toolkits are also underway in areas such as  macroeconomic vulnerability, fiscal and 
debt sustainability and management strategies, safety nets and policy options for dealing with the poverty 
and distributional impacts of the crisis, microfinance and housing finance, and the impact of financial 
crisis on infrastructure and PPI/PPP projects.  

Beyond near-term needs, a significant increase in the demand for medium-term reform agenda can be 
expected, including in regulatory-related advisory work, risk-based supervision, financial infrastructure, 
assistance in the design of workout schemes, emergency liquidity assistance, and resolution of financial 
institution failures, depositor and investor protection, and agency coordination and the restructuring of 
supervisory architecture. Moving forward, this analysis and policy advice will continue to evolve so that 
it contributes to the fullest possible extent to our members’ need for timely and targeted support.   

Gender Action Plan. Since its launch in late FY07, the WBG's Gender Action Plan – Gender Equality as 
Smart Economics – has mobilized significant resources from Bank funds and from donors. In April 2009, 
pledges reached $61 million. 149 initiatives that seek to increase women's access to land, agriculture, 
labor and finance markets, and to infrastructure services through Bank lending and non-lending 
operations, have been supported in 73 countries, mostly through competitive calls for proposals. Progress 
on the Bank President's six gender-related commitments are on track, including $48 million in IFC credit 
lines for women entrepreneurs through five commercial Banks in 12 countries, a Private Sector Leaders 
Forum launched at the World Economic Forum, and the Adolescent Girls' Initiative. In Liberia, where 
project design is in its final stages, a kickoff workshop for training providers is planned for May 2009, 
with up to 3000 Liberian young women scheduled for training over the project's three-year cycle. Similar 
projects are being designed in Afghanistan, Nepal, Rwanda and Sudan. 

 

World Bank Group Governance and Key Partnerships 

Voice and Participation of Developing and Transition Countries.  Enhancing voice and participation of 
developing and transition countries (DTC) in World Bank Group (WBG) governance has drawn growing 
attention from the Development Committee. In October 2008, the Committee reviewed a package of 
reforms brought forward by the WBG Board and asked "to take prompt action to implement this agreed 
first step."  The first phase included an increase in DTC voting power to 44%, through an increase in 
IBRD Basic Votes and allocation of shares to affected DTCs.  The Board of Governors approved these 
changes in January 2009, with the Basic Votes amendment pending acceptance by shareholders.  The 
Governors also approved an additional elected Executive Director position on the Boards for IBRD, IDA, 
IFC and MIGA, to strengthen representation of the 47 Sub-Saharan Africa members.  The second phase 
includes reforms resulting from the IBRD Shareholding Review and the IFC Voice Review, and the G20 
Leaders have urged its completion by the 2010 Spring Meetings. A report reviewing progress to date and 
laying out the implementation of the second phase has been distributed to the Committee as a background 
document.  

High-Level Commission on the Modernization of Bank Group Governance. In October 2008, the Bank 
Group's President launched an independent, high-level commission to make recommendations on WBG 
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governance so it can better fulfill its mission of overcoming global poverty. The Commission, chaired by 
former Mexican President Ernesto Zedillo, has been tasked to focus on the modernization of WBG 
governance so the WBG can operate more dynamically, effectively, efficiently, and legitimately in a 
transformed global political economy. The twelve members of the Commission have all held or hold 
senior positions at an international level and are drawn from developing and developed countries. The 
Commission will report back by the time of the 2009 Annual Meetings. 

Volcker Report. Management has taken steps to implement all of the recommendations of the Volcker 
Report and is moving forward with the strengthening of INT to enable it to carry out its work in an 
efficient and transparent manner.  The Independent Advisory Board (IAB) has met twice, providing 
advice on how INT can be further strengthened and providing feedback on measuring results. In response 
to the Volcker Report recommendation, an external Sanctions Board Member has been appointed as the 
new Chair of the Board. The Volcker Report also recommended that staff misconduct cases not involving 
allegations of significant fraud or corruption be transferred from the Integrity Vice Presidency (INT) to 
the Office of Ethics and Business Conduct.  This transfer and new staff rules to facilitate implementation 
will be completed by the end of this fiscal year. 

Coordination with other development partners is essential to leverage scarce resources and capacity. As 
with the food crisis, the Bank Group will continue to work closely with other multilateral organizations to 
ensure that countries receive the support needed, ensuring full coordination of our responses. All activity 
under the Bank Group’s crisis response will ensure close collaboration with regional initiatives (such as 
the African Union’s recently adopted Social Policy Framework and The New Partnership for Africa’s 
Development), increased partnership with the UN (for instance on food), as well as with the other MDBs 
(for instance with EBRD and EIB on central and eastern European banks, and with IADB and others in 
Latin America). The current economic and financial environment has underscored the need for the WBG 
and the IMF to work closely together, drawing on one another's institutional mandate and comparative 
advantage in areas of mutual interest, as underlined at the recent G20 Summit. The Joint Management 
Action Plan (JMAP) on Bank-Fund collaboration - launched 18 months ago – continues to provide a 
framework for deepening collaboration in a complex and interconnected policy environment. A 
comprehensive assessment of JMAP implementation will be prepared for the Boards of both institutions 
by the end of the year. Similarly, close cooperation with the OECD and WTO is key in the current 
economic junction. 
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Statement by the Managing Director of the International Monetary Fund, Mr. Rodrigo de Rato, to 
the Development Committee 

 
 

Introduction 

The world economy is going through a period of exceptional stress and uncertainty. Advanced and 
developing economies are facing a sharp downturn in international trade, production, and cross-border 
capital flows, amid the most serious crisis of confidence since the Great Depression. Governments and 
central banks in many advanced and developing nations have taken bold and often unprecedented 
initiatives to address the crisis, but the persistent fragility of public confidence in the financial system has 
so far limited the effectiveness of these policies. With risks to the global outlook firmly on the downside, 
a strong, comprehensive, and well-coordinated global response is needed to restore confidence and 
support economic growth. The firm commitments made by G-20 leaders to bolster the world economy are 
an encouraging step in this direction.   
 
As discussed in more detail in the 2009 Global Monitoring Report, economic conditions in developing 
countries have been rapidly deteriorating in recent months, seriously undermining progress towards the 
Millennium Development Goals. While the channels of transmission of the crisis to developing countries 
may differ according to individual country circumstances, all regions are experiencing major setbacks in 
the poverty reduction effort because of declining incomes and rising unemployment. In these 
circumstances, the Fund has a crucial role to play in helping countries address the crisis. In this statement, 
I will give a brief overview of the key economic and financial problems affecting developing countries, 
and discuss recent initiatives taken by the Fund to support efforts to bolster their economies.  
 
The Global Crisis and Developing Countries 

Global economic activity will contract in 2009 at the fastest pace since the Second World War, and the 
prospects are subject to unusually large downside risks. The April 2009 World Economic Outlook projects 
a decline in global output by 1.3 percent this year, and world trade is sharply declining. The contraction in 
output is most strongly felt in advanced economies, reflecting the corrosive interplay between financial 
stress and weak economic activity. Developing countries, however, are increasingly feeling the fallout 
from the crisis through trade and financial channels. With weak commodity prices and economic growth 
in developing countries not expected to exceed 1.6 percent in 2009, many countries will experience 
declines in per capita incomes this year. Helped by the cushioning effect of lower commodity prices, a 
gradual global recovery could take hold in 2010, conditional on sizable monetary and fiscal policy 
support and comprehensive steps to stabilize financial markets.    
 
While all developing countries are hit by the crisis, the nature and intensity of their problems differ, 
dependent on the degree of integration in the global financial system, composition of exports, and 
vulnerability to external shocks. Several broad channels of transmission can be distinguished: 
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Figure 1. Industrial production and world trade, 2006-2010 

Industrial Production, monthly, 2006-2010
(weighted by PPP-GDP, 2006)
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Exports and Imports (value), monthly, 2006-2010
(weighted by PPP-GDP, 2006)
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 All developing countries are experiencing the effects of sharp declines in the volume of 
world trade. Emerging economies, especially those in East Asia, are hit by a sharp drop 
in demand for manufactures and construction activity, two sectors highly sensitive to the 
business cycle. Overall, the volume of developing country exports is projected to fall by 
6.4 percent in 2009, an exceptionally strong decline in comparison with past crises. 

 
 
 
Figure 2. Forecast Percentage Change in the Volume of Exports, 2009 
 

 
Source: IMF 
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 Commodity exporters are also feeling the effects of lower demand and weak export prices 
for their products. While many fuel exporters have built up sufficient reserves to deal with 
lower prices, non-fuel commodity exporters are severely affected by declines in export 
receipts and deteriorating fiscal balances. In several countries, mines have been closed 
because world market prices for commodities have declined below break-even levels, 
contributing to rising unemployment 

 
 

Figure 3. Forecast Percentage Change in the Terms of Trade, 2009 
 

 
 
Source: IMF 
 
 
 

 
 Emerging economies are faced with sharp drops in private capital inflows, high 

financing costs, and rising roll-over risks for public and private sectors. Although 
external financing pressures and crisis risks have abated somewhat in the past month, 
advanced economy banks and investors have sharply reduced their exposure to emerging 
markets: total net capital flows are projected to drop by over US$700 billion between 
2007 and 2009. Both sovereign borrowers and private corporations will be affected, 
raising the prospect of increasing external debt defaults. Many enterprises may need 
government support to fill rising financing gaps, especially in countries where domestic 
credit markets are under pressure. 

 
 Workers’ remittances will drop sharply in 2009. In its latest update, the World Bank 

forecast a drop in remittance flows of between 5 and 8 percent from 2008 levels, with 
countries in Europe, Central Asia, and Latin American particularly affected. 
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   Figure 4. Forecast Percentage Change in Remittances, 2009 
 

 
 
Source: World Bank 
 
 
 
 

The confluence of weak exports, deteriorating terms of trade, and sharply reduced private financing will 
cause steeply rising financing gaps in 2009. World Bank estimates of financing gaps for developing 
countries, including large emerging economies, run as high as US$700 billion. Although these estimates 
are subject to large uncertainties, there is no doubt that developing countries are going through an 
extremely difficult period, with detrimental consequences for the poverty reduction effort. 

The international community must therefore do more to help developing countries counter the effects of 
the crisis, as part of an effort to promote a global recovery and mitigate the poverty effects of falling 
growth. I would like to highlight five main areas of action: 
 

 Strong measures to restore the health of the financial system will be key to a sustained 
global recovery. Governments and central banks in advanced economies must take 
comprehensive and coordinated action to provide liquidity to the banking system, remove 
toxic assets from banks’ balance sheets, and address the solvency problems of 
systemically important financial institutions. Although advanced economies are most 
affected by the financial crisis, the need to address bank liquidity and solvency problems 
is also pressing in many developing countries. Equally important, prudential supervision 
and market regulation in advanced and developing economies must be strengthened in a 
well coordinated effort to deal with regulatory gaps. 

 
 Developing countries must step up efforts to strengthen social safety nets and support 

growth. Rising poverty should be addressed with cost-effective, well-targeted social 
safety nets to help the poorest and unemployed—many countries have a long way to go 
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in this area. In addition, countries with strong external positions and fiscal space—
including some of the large emerging economies—should consider additional monetary 
and fiscal stimulus to support domestic demand and global growth. 

 
 Bilateral donors must follow up on their commitments to increase aid to low-income 

countries. The countercyclical function of aid is crucial in the current circumstances, 
because it will allow developing countries to maintain growth-supporting public spending 
and social protection. While the solid increase in core aid programs by members of the 
OECD Development Assistance Committee (DAC) in 2008 is welcome, current aid 
levels still fall well short of the G-8 commitments made at Gleneagles in 2005. In 
particular, the commitment to double aid to Sub Saharan Africa by 2010 is unlikely to be 
met. 

 
 Governments should eschew trade and financial protectionism. Since the onset of the 

crisis, several governments have taken measures to protect domestic industries from 
foreign competition. Also, there is anecdotal evidence that banks in some countries are 
under government pressure to shift their lending activities to domestic markets. These 
policies are self defeating, because they will worsen the contraction in international trade 
and finance. To bolster the international trade system, all parties involved should make 
strong efforts to reinvigorate the Doha Round.   

 
 International financial institutions have a key role to play in softening the impact of the 

crisis in developing countries. They are crucial in providing financing to cash-strapped 
public and private sectors in developing countries and supporting growth-oriented fiscal 
policy. They have also a key role in providing assistance in strengthening social safety 
nets and the quality of public spending.  

 
The Policy Response of the IMF in Support of Developing Countries 

Given its mandate and technical expertise, the IMF has a unique role in the international effort to turn 
around the global economy and reform financial sector regulation. In recent months, we have provided 
very large amounts of financial support to emerging markets and low-income countries facing balance of 
payments crises, and initiated a comprehensive reform of our lending framework to adapt it to the rapidly 
changing needs of our members. We have also continued to refine Fund surveillance, and several 
initiatives are under way aimed at strengthening our support for low-income countries. 
 
The Immediate Crisis Response 

We have taken several far-reaching initiatives in recent months in the context of our immediate response 
to the crisis: 
 

 Since October 2008, the Fund has provided about US$49 billion concessional and 
nonconcessional balance of payments support to 21 countries. Emergency procedures 
were deployed to expedite decision making, and on a case-by-case basis, access was 
raised to exceptionally high levels to enable the Fund to fill large financing gaps.  

 
 A new Flexible Credit Line (FCL) was introduced to provide large and upfront financing 

to countries with very strong fundamentals and policies. The first experiences with this 
new instrument are encouraging, as evidenced by the positive market response to the 
recent requests by Mexico and Poland for liquidity support under the FCL The facility 
can be used on a precautionary basis or for actual balance of payments needs. As access 
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to the FCL is restricted to those countries that meet strict qualification criteria, drawings 
under it are not tied to policy goals agreed with the country. 

 
 Countries can also benefit from new High Access Precautionary Stand-By Arrangements 

(HAPA) as a regular lending window. Like the FCL, precautionary SBAs can be 
frontloaded, and take account of the strength of a country’s policies and the external 
environment. 

 
 Normal access limits for [emerging market and low-income] countries have been 

doubled to give confidence that adequate Fund support will be available in crisis 
situations. In exceptional cases, the Fund may decide to give higher access as has been 
done in recent months.  

 
 Conditions linked to IMF loan disbursements have become more focused and tailored to 

countries’ circumstances, and will be monitored in a more flexible way. In particular, 
structural reforms will from now on be monitored only in the context of program reviews; 
there will be no new structural performance criteria in Fund arrangements.  

 
The sharp increase in demand for Fund support and the need to maintain sufficient reserves for potential 
future demand requires a substantial expansion in our loan resources. The call by the G20 leaders for a 
new SDR allocation of US$250 billion and a tripling of the Fund’s nonconcessional resources, to US$ 
750 billion, represented a welcome and decisive response to this need; already, we have secured 
commitments for US$224.5 billion in additional funds. The new SDR allocation would bolster the 
reserves of emerging and developing countries by about US$100 billion, including US$19 billion for low-
income countries. We also plan to triple our concessional lending to low-income countries over the next 
two years and to double our medium-term concessional lending capacity, in line with the call by G20 
leaders, drawing on additional resources from agreed IMF gold sales and surplus income in a manner 
consistent with the Fund’s income model. 

Strengthening the Fund’s Surveillance and Analytical Work 

The Fund has made strong efforts over the past year to bolster its macroeconomic and financial analysis. 
The semi-annual World Economic Outlook and Global Financial Stability Report have become key 
analytical tools in the global response to the crisis, and the Fund plays an active role within the Financial 
Stability Board in designing new supervisory and regulatory frameworks for financial markets. We are 
also continuously adapting and strengthening our surveillance activities:  
 
 The IMF and the Financial Stability Board have begun joint semi-annual Early Warning 

Exercises (EWEs), which will integrate macro-financial and regulatory perspectives, identify 
specific macro-financial risks, and flag needed policy responses.   

 
 We have expanded the vulnerability analyses of emerging markets to include advanced 

economies. The semi-annual Vulnerability Exercise for Advanced Economies (VEA), which 
started in March 2009, constitutes a key input for our assessment of systemic risks, potential 
shocks and cross-border spillovers in advanced economies.  

 
 We are strengthening our financial sector analysis and surveillance. Financial sector advice 

given under the Financial Sector Assessment Program (FSAP) will be better integrated in our 
country surveillance activities.  
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New Initiatives to Support Low-Income Countries 

We are strongly committed to helping low-income countries dealing with the effects of the crisis, through 
our financial support, macroeconomic policy advice, and technical assistance. Low-income countries have 
made considerable progress in economic development over the past decade. At the same time, their 
economies have become more diverse, as reflected by differences in growth performance, integration in 
the world economy, and access to external private financing. The Fund must continue to adapt its toolkit 
of instruments to take into account the changing circumstances of its low-income members. Recent 
initiatives that will allow us to respond more flexibly in the future include the following: 
 
 We are working on detailed proposals for a new concessional short-term financing facility for 

low-income countries. While the Poverty Reduction and Growth Facility (PRGF) should remain 
the key instrument for low-income countries facing protracted balance of payments problems, 
some countries have reached a stage of development that no longer calls for a medium-term 
financing relationship with the Fund. The proposed new facility would meet the short-term 
balance of payments needs of such countries—including, but not limited to, those arising from 
exogenous shocks. 

 
 We are also preparing proposals for a new multi-purpose emergency facility to meet urgent 

financing needs. For low-income countries, this would replace various existing facilities that can 
be used in the aftermath of natural disasters, conflicts, or exogenous shocks, and will also allow 
us to respond quickly in other emergency situations where financing is critical to prevent a 
precipitous deterioration in economic and social conditions. 

 
 The rapidly changing patterns of external financing flows justify a comprehensive review of 

external debt policies in low-income countries. While many low-income countries remain 
vulnerable to heavy external debt burdens, others have benefited from significant debt relief. 
Also, private sector interest in low-income countries is likely to resume its rising trend once the 
global recovery takes hold. In light of these trends, we are working on a new, more flexible, 
framework that will systematically differentiate limits on nonconcessional debt in Fund-supported 
programs, according to countries’ specific circumstances.  

 
We will also continue to provide debt relief to low-income countries under the HIPC Initiative and 
MDRI. At end-March 2009, 24 countries had reached their HIPC Initiative completion point, 11 countries 
their decision point, and 26 countries had received MDRI debt relief. Six additional countries are 
potentially eligible for HIPC Initiative assistance.  
 
The global financial crisis has increased demand for our policy advice and technical assistance, which 
have proven critical in our support to low-income countries . With the help of our partners, we intend to 
expand the delivery of our technical assistance in Sub Saharan Africa, Central Asia, and countries in 
Central America and the Caribbean by establishing four more regional technical assistance centers 
(RTACs). The work of the RTACs will be complemented by multi-donor trust funds in the Fund’s core 
areas of expertise in order to provide global geographical coverage and topical scope. 
 
Fund Governance 

I welcome the recent report by the Committee of Eminent Persons on IMF Governance Reform, chaired 
by Trevor Manuel. I hope that concrete proposals can be distilled from this work, which needs to be set 
alongside the perspectives offered by other reports and inputs. 
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Steady progress has been made in the approval process for the April 2008 Quota and Voice Reform. Once 
completed, the reform will increase the share of dynamic emerging markets and provide greater voice to 
low-income countries in the institution, including Sub-Saharan Africa.1 The G-20 and others have 
recently called for emerging and developing countries to have greater voice in the Fund and for the 
completion of the next quota review to be brought forward to January 2011. An earlier quota review could 
provide a welcome augmentation of the Fund’s permanent resources, and would also be an opportunity to 
further realign quotas as envisaged under the 2008 reform. Advancing the quota review reinforces the 
need to complete the 2008 reform promptly. 

 
 

                                                 
1 Thus far, about one-third of the 54 countries eligible for an ad hoc quota increase have consented with the 
increase. In addition, 10 percent of members (out of a minimum of 60 percent) have accepted the amendment; they 
represent 20 percent of the total voting power (out of a minimum of 85 percent). 
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Prepared Statements Submitted by Members 
 
 
Statement by H.E. Ibrahim Al-Assaf, Minister of Finance, Saudi Arabia 
 
Implications of the Global Economic Crisis for Developing Countries and the Role of International 
Financial Institutions 

The Context: 

We are meeting at a time of unprecedented global crisis. The world economy is now experiencing a 
severe downturn.  The origins of the crisis reflect weaknesses in financial markets, including the lax 
application of laws and regulations. This in turn allowed financial institutions to devise speculative 
instruments and accumulate unsound assets. Undisciplined globalization and inadequate control of 
financial sectors then helped transmit the financial contagion into the real economy worldwide. The 
developing economies, of course, are now also being deeply affected by a crisis not of their own making, 
and this in spite of their previous robust performance in recent years, reflecting the commendable reform 
efforts of the authorities concerned. 

The modalities of crisis transmission to the developing countries are by now well demonstrated. They 
include declining external demand and exports, declining commodity prices, lower foreign direct 
investment, challenging financing conditions, setbacks to tourism and remittances (and perhaps to foreign 
aid), and a general lack of confidence on the part of investors.  Serious impacts have already begun to 
emerge on growth, poverty and social stability. Growth prospects and access to external financing 
generally continue to be subject to large downside risks. The situation may indeed worsen before it gets 
better.  

That said, I regard the positive outcome of the recent London Leaders’ Summit as a very welcome sign 
that the international community not only recognizes the severity of the situation, but also is prepared to 
take a wide range of remedial actions. These include appropriate stimulus measures, an improved 
regulatory framework, and, especially significant for the Development Committee, the channeling of 
assistance to the developing countries. Indeed, given the magnitude of the actual and potential financing 
needs involved, we are reminded yet again of the relevance of the full title of our Committee, with its 
unequivocal reference to “the transfer of real resources to developing countries.” 

Given the overall context, I will now comment selectively on the following topics: first, the critical role of 
the World Bank Group, given its development and poverty reduction mandate, in helping alleviate the 
effects of the crisis on developing countries; and second, some key related issues - attainment of the 
Millennium Development Goals (MDGs), and some of the key drivers of financing for development 
identified in the Monterrey Consensus, notably the potential of trade and the contribution of the private 
sector. 

The Role of the World Bank Group: 

As far as reaction to the current crisis is concerned, the World Bank Group under the leadership of Mr. 
Zoellick has demonstrated its flexibility and responsiveness.  This has been accomplished within the 
existing mandates of the component entities, which have served well in changing contexts over many 
decades. These mandates reflect a fundamental commitment to sustainable economic development and 
especially poverty reduction, including in the poorest countries. While existing counter-cyclical 
instruments and modalities have proved effective, there is scope for innovation. The recent Vulnerability 
Financing Facility and IFC’s Global Trade Liquidity Program are good examples, and I shall refer to 
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other specific examples below. Of course, current expanded operational activities, while welcome, have 
to be placed in a context of medium- and longer-term financial sustainability, especially as regards the 
IBRD. Related examination is naturally also required of overall strategic goals for the World Bank Group 
in this evolving environment. 

Attaining the MDGs: 

The MDGs are an important expression of the international community’s collective commitment to 
development. I note that last year’s Global Monitoring Report already made it clear that, at the halfway 
mark, progress towards meeting the MDGs was indeed rather mixed. This year’s report rightly stresses 
that the sharp slowdown in growth can seriously set back progress on poverty reduction and other MDGs. 
Of particular concern are the potential costly effects on human development indicators and outcomes. 
There is compelling evidence that these tend to deteriorate more quickly during growth decelerations than 
they improve during growth accelerations.  I therefore agree on the necessity to protect poor and 
vulnerable groups and to redouble efforts to attain human development goals. The World Bank Group’s 
recent emphasis on reinvigorating its already extensive framework for rapid operational social sector 
responses is encouraging in this regard. It will help assist client countries at all levels of development 
affected by the crisis.  

Strengthening Domestic Resource Mobilization: 

Indeed, responses to the crisis by developing countries (complemented by necessary actions by their 
external partners to follow through on aid commitments) have implications for the ongoing drive to 
increase domestic resource availability that was listed as the first key action area in the Monterrey 
Consensus. This focus on domestic resource mobilization implies continuation of reforms that help 
preserve macroeconomic stability and determine a positive outlook for a country’s economic 
fundamentals. Where the situation permits, a fiscal cushion may be available to enable pro-poor spending 
or to stimulate demand. Lack of a fiscal cushion, combined with high vulnerability to adverse external 
events, may unfortunately result in constraints on resource allocation and difficult choices as to priorities.  

In such a situation, much will depend on individual country circumstances, including level of 
development and policy choices.  Large economies with a significant internal market and a tradition of 
caution with regard to opening up their financial sectors to outside participation may be in a more 
favorable position going forward. The poorer countries, especially those dependent on commodity 
exports, may find themselves confronting a more constrained environment which limits domestic policy 
options, and impedes support to social safety nets, infrastructure, and measures that help enable the 
private sector. The World Bank Group should continue to tailor its operational assistance to such 
circumstances, in line with country-determined priorities. 

The Importance of Trade –and of Resisting Protectionism: 

From the international trade perspective, it continues to be important to maintain trade openness and try 
and capture the substantial if elusive benefits that could accrue to developing countries from a successful 
Doha Round. This will require more open markets and a cutting of subsidies. Although the statements 
made at both the Washington and London Summits about resisting protectionism and promoting global 
trade and investment are welcome, there is evidence of what Mr. Zoellick in a recent speech aptly 
characterized as “creeping protectionism”. 

There remains a real risk that some governments, responding to domestic pressures, could yield to the 
temptation to take measures that will curb the freedom of international trade and further reduce the flow 
of investments. As I have stated on several occasions recently, I find this a very worrisome possibility. 
The harm to international commerce could be substantial, especially to those developing countries that 
rely on export revenues.  



 21

A special and related concern is the added dimension created by signs of financial protectionism.  In the 
new global economy, measured and prudent financial liberalization has made the allocation and use of 
financial resources more efficient. If the financial institutions in the advanced economies are prevented by 
law or government policies, or by their balance sheet condition from lending overseas so that more funds 
can be made available for domestic borrowers, there could be a severe negative impact on the availability 
of finance for developing countries. There is also a potential reverse problem – that nationalistic 
sentiments in the advanced economies could unfairly impede the inflow of investment resources and other 
foreign assets that are badly needed in today’s circumstances, from those developing countries with 
available resources.  

Such trade and investment issues require a cooperative yet proactive international approach that will seek 
fair and equitable solutions. The World Bank Group should continue its research and monitoring activities 
in this area. This is where the global operational experience and the associated analytical capacity of the 
“Knowledge Bank” can play a productive role. 

Enhancing the Private Sector Role: 

I turn now to the changing role of the private sector, which was identified last year as a special theme for 
the current Global Monitoring Report. The role of the domestic and foreign private sector in supporting 
economic growth through sustained job creation is well-established. Measures to create a better enabling 
environment for entrepreneurs therefore continue to be highly relevant. Be that as it may, it is also a fact 
that the reversal in capital flows, the collapse in many stock markets, and the general deterioration in 
financial conditions have severely impacted investment in developing countries. Indeed, with their 
economic survival at stake, profit-maximizing firms are forced to shed rather than add labor. 

The crisis has demonstrated that it is no longer possible to rely on the mechanisms of the market alone to 
further economic growth and maximize social welfare.  As the London Summit confirmed, a new 
framework for assuring global economic and social order has begun to emerge with the private sector 
working in partnership with government to achieve financial, economic, and social stability. I see 
considerable potential in this context for triangular North-South-South investment in such areas as food 
and energy sectors, in cooperation with multilateral co-partners. The IFC is well-positioned to play an 
activist role here. Recent developments relating to the Infrastructure Crisis Facility and the Bank 
Recapitalization Facility are indicative of the approach required. More broadly, given the importance of 
Small and Medium Enterprises in developing economies, the Microfinance Enhancement Facility can also 
play a useful role. 

Saudi Arabia’s Actions to Assist Global Recovery: 

I conclude on this issue by reaffirming that Saudi Arabia continues to play an active role in helping 
resolve this “development emergency.” By supporting the G20 joint actions, we have demonstrated our 
commitment to the global effort to resolve the crisis.  Fortunately, prudent policies and investment 
strategies and a track record of effective regulation, together with the results of ongoing reforms to 
strengthen the role of the private sector in our economy, have positioned Saudi Arabia to better address 
the effects of the crisis than other economies. Through strengthening our own economy, we can in turn 
benefit the global economy. We remain one of the most open economies in the world and remain steadfast 
in living up to the G20 commitment of not resorting to protectionism measures.  

To cite a few other examples of concrete actions, the size of the Saudi fiscal stimulus as a proportion of 
GDP is, according to the IMF, the highest amongst the G20 countries: 2.8 percent in 2008, 3.3 percent in 
2009, and 3.5 percent in 2010. In 2008, in spite of the sharp fall in oil prices actual expenditures were 
more than 24 percent over the 2008 budget. This year, we have announced the largest budget in our 
history ($126 billion equivalent), in order to spur domestic demand and increase productive capacity, as 
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well as offering numerous business opportunities, including those seeking to export to our thriving 
domestic market.  Indeed, the Bank Group’s Doing Business Report now ranks Saudi Arabia as number 
16 among 181 economies in terms of a business-friendly environment. On the external side, we continue 
our tradition of extending development assistance at levels well above the UN 0.7 percent target.  

Saudi Arabia’s oil policy also deserves mention in connection with the current crisis. It is based on 
balanced principles taking into consideration the interests of both producing and consuming countries. In 
this regard, Saudi Arabia has maintained costly substantial additional productive capacity.  We anticipate 
cooperation by the consuming countries in not adopting policies that adversely and disproportionately 
affect the oil sector. This would especially apply to so-called “green recovery” initiatives when the world 
emerges finally from the current economic difficulties. A more positive approach will be to concentrate 
on efficient (and commercially viable without subsidy) energy supply to the poor, including through fossil 
fuel sources which are expected to make up about 80 percent of supply sources going forward. Here 
again, a cooperative approach will be in the interests of all parties and facilitate the global economic 
recovery we all seek. The World Bank Group should play a neutral role in this process, and avoid 
excessive advocacy regarding Global Public Goods that could inadvertently compete with the mandate of 
the United Nations Framework Convention on Climate Change and the associated ongoing negotiations. 

Update on Voice and Participation 

The concise progress report on Enhancing Voice and Participation of Developing and Transition 
Countries (DTCs) in the World Bank Group provides a useful review of implementation of the agreed 
first step we reviewed last October. The affirmative vote by the Governors of over 98 percent is welcome, 
and I note that the process of amending the Articles has been set in motion.  

Going forward, much will depend on confirmation of a shareholder consensus on the timetable for IBRD 
shareholding alignment. Such a process will naturally require further discussion. At this stage I would just 
underline the overriding principle of achieving shareholding parity between developed countries and 
DTCs without diluting the voting power of individual DTCs. I also believe that, given the divergent roles 
of the IMF and the Bank Group, there should be no linkage between the IMF quota review and IBRD 
shareholding review. The program for IFC voice review is welcome, given, as I have already mentioned, 
the Corporation’s highly relevant role in stimulating growth, development, and poverty reduction through 
its support of the private sector, including in frontier countries and sectors. 

Review of Bank Group Internal Governance 

I appreciate the efforts made by the Bank Board to complete this important review. Progress has indeed 
been made but there are still outstanding issues, which require further discussion. I believe this process 
should continue to be internalized at the Bank, by the parties who will have to make the process work. I 
expect the Board to continue its oversight of the process, and to keep this Committee informed. 
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Statement by The Rt Hon Douglas Alexander, MP, Secretary of State for International 
Development and The Rt Hon Alistair Darling, MP, Chancellor of the Exchequer, United Kingdom 
 
 
The Crisis and the response so far 

We meet today amid the deepest and most widespread downturn and financial stress in decades. This will 
have a severe impact on the poor. The steep rises in food and fuel prices coupled with the impacts of the 
financial crisis have pushed millions to the brink.  Seventy percent of the world’s poor are women many 
of whom are disproportionately affected by the crisis. 
 
The past few months have witnessed an unprecedented coming together of the international community.  
The London Summit of G20 Leaders earlier this month set out a clear plan of action, recognising that the 
world economy faces the greatest challenge in modern times, and that a global problem requires a global 
solution. Leaders stated their determination not only to restore growth but also to lay the foundation for a 
fair and sustainable world economy.  
 
A global recovery will not be sustainable unless it benefits the poorest and provides them with the 
opportunities they need to escape poverty.  Leaders: 

 reaffirmed their commitment to meeting the Millennium Development Goals and to achieving 
Official Development Assistance pledges, including commitments on Aid for Trade;  

 made $50 billion available to low income countries, including through the Rapid Social 
Response Fund, investing in food security and supporting the World Bank’s Vulnerability 
Framework;  

 agreed the IMF should double concessional lending access limits and capacity to increase its 
support to low income countries, and requested the IMF to bring forward proposals to use the 
proceeds of agreed gold sales to do so;  

 agreed to review the flexibility of the Debt Sustainability Framework and call on the IMF and 
World Bank to report to the IMFC and Development Committee at the Annual Meetings; and 

 called on the UN to establish a mechanism to monitor the impact of the crisis on the poor. 
 
The World Bank and the IMF have shown they understand the urgency of the situation. Significant new 
resources have been mobilised to address the needs of developing countries in areas such as trade finance, 
infrastructure and social protection.  
 
We urge the Bank to keep in mind the lessons from previous crises. This includes the need for speed and 
flexibility, a stronger focus on protecting the poorest and most vulnerable, and more effective 
collaboration with the IMF.  Therefore we welcome the commitment by the Bank to triple social 
protection support to $12 billion over the next two years.  
 
We commend Bank staff and management for the energy, effort and expertise they have deployed in 
seeking to meet these exceptional challenges. 
 
Going further 

However there is no room for complacency.  Many low-income countries were already off track on most 
MDGs. And by the end of next year there will be about 90 million more people living in extreme poverty 
as a result of the financial crisis. 
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We therefore reaffirm the UK’s commitment to meeting the Millennium Development Goals and to 
achieving 0.7% by 2013.  
 
We urge the Bank to continue its development of the Vulnerability Framework as a response to the needs 
of the poorest. We have pledged £200 million to the Rapid Social Response Fund and up to £300 million 
for the IFC’s Global Trade Liquidity Programme.  We applaud the generosity of others, and encourage 
those who have not yet made contributions to do so. 
 
We reconfirm our support for IBRD lending of $100bn over three years and stand ready to consider 
further increases to the World Bank Group’s lending capacity. However, in the first instance the Bank 
should present options for increasing lending using existing capital and resources. 
 
It is clear that more needs to be done to ensure that the poorest countries have access to the resources they 
need to respond to the crisis.  The commitments to IDA 15 and MDRI should be honoured. We urge the 
Bank to present options to maximise the scope for IBRD lending to IDA countries. And it must continue 
to frontload and fast-track IDA funding, and lead the way in convening all donors working at the country 
level to make the most effective use of all funds.  Now more than ever we urge the Bank to adopt all of 
the Accra principles on the effectiveness of aid.  
 
We urge the Fund to review the concessionality of its facilities for Low Income Countries, including a 
reduction in the PRGF interest rate to zero percent for the next two to three years. 
 
We reiterate our support for the low-income countries Debt Sustainability Framework as the key tool for 
guiding borrowing and lending decisions and preventing a rapid reaccumulation of unsustainable debt 
levels in LICs. We look forward to the IMF/WB report on the flexibility of the DSF to be presented at the 
Annual Meetings. 
 
Governance 

The crisis has underlined the need urgently to reform the Bank’s governance and operational 
arrangements to increase its relevance, effectiveness and legitimacy so that countries have more 
confidence when they need to turn to it in good times and bad.   
 
Phase 1 of the voice reforms, agreed last October, must be implemented as quickly as possible.  We 
welcome ongoing work on Phase 2. But that work needs to be accelerated so that we reach agreement on 
a comprehensive package of reform by the 2010 Spring Meetings.   
 
We call for shareholders to lead an accelerated process on Phase 2 so that principles, criteria and specific 
proposals for shareholding, corporate governance and management reforms can be considered at the 2009 
Annual Meetings, alongside the recommendations from other relevant internal and external processes.  
Active involvement of all shareholders in this process will be essential.   
 
Other challenges remain 

While addressing the immediate impacts of the crisis, and the urgent issue of governance reform, the 
Bank must not lose sight of other critical challenges. 
 
The UK remains committed to supporting the Bank Group’s role in meeting the challenge of climate 
change as part of the international community’s response. 
 
We will continue to work with the Bank to deliver transformative change through the Climate Investment 
Funds and implementation of the Strategic Framework for Climate Change and Development. It must 
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play its part in ensuring that economic recovery is as green and sustainable as possible. The Bank must 
also stand ready to play its role in the speedy and effective implementation of an ambitious global deal 
which safely limits emissions, to be agreed in Copenhagen in December 2009. 
 
We also welcome the opportunity these meetings provide to engage with the Bank on a range of issues, 
including its work on maternal health, mainstreaming gender equality, promoting education and 
addressing the challenge of delivering effective aid, particularly in fragile environments. 
 
 
Statement by Mr. Ahmed Bin Mohammed Al-Khalifa, Minister of Finance, Kingdom of Bahrain2 
 
 
It is difficult not to be pessimistic these days, and it is an understatement when I say that we are facing an 
unprecedented crisis. A crisis that respects no borders, that has already begun and will continue to affect 
us all. Ironically, this crisis exemplifies successful globalization – the very process that has brought 
benefits to so many now ensures that no country is spared the effects of the crisis.  
 
Yet, that is where the similarity ends, because its impact is uneven.  
 
The more developed of our economies, particularly those that can afford to engage in fiscal expansion, 
will be able to protect their populations from the worst of its possible effects. Many have already lost their 
jobs, many more will. Many have lost their homes, and many more will. Many have lost their life savings, 
and many more will. But, the extensive and effective social protection systems of these countries will kick 
in, and as the impact of the fiscal expansion trickles down further, these economies and their people will 
recover, and in a few years time, the recession will be a thing of the past.  
 
But the impact of the financial crisis will be more drastic on the developing countries, particularly the 
lower income developing countries, those that cannot afford to, or at the most, can envisage only the bare 
minimum of a fiscal expansion effort. People in many of these developing countries have barely survived 
the spike in the food prices, and now they stand to lose everything. Once these people sell off their few 
assets – the land and livestock that they live off - they will starve and their babies will die. Literally. And 
the sad reality is that females, children and babies will be among the first to lose. In 2009, there will be 55 
million more in the ‘extreme poor’ category, than before the financial crisis.  And unlike a famine, or a 
tsunami, these human crises will not be revealed in any piercingly stark pictures or faces on television 
screens. 
 
Over the past few decades, with the help of the international community, these developing economies 
have worked hard to reform their systems, to enhance their capacities, to build up social protection 
systems and to offer the hope of employment to their youth. Many had made steady progress towards the 
achievement of the Millennium Development Goals (MDGs). And now, through no fault of their own, 
they are facing the risk of the reversal of these hard won gains.  
 
Now, more than ever, developing economies need the predictable and substantial support of the 
international community. In its absence, most developing countries will be forced into making 
adjustments that will be pro-cyclical in nature, which will accelerate and deepen the negative impact of 
the crisis. This will transform an economic crisis into a social and humanitarian one, and eventually, a 

                                                 
2  On behalf of Bahrain, Arab Republic of Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Maldives, Oman, Qatar, 
Syrian Arab Republic, United Arab Emirates, Republic of Yemen. 
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political crisis. In an increasingly interconnected world, none of these crises will respect sovereign 
boundaries.  
 
It is understandably challenging, during such a crisis, when there are such pressing needs being felt at 
home, to justify maintaining, let alone stepping up, official foreign development assistance. Yet, are we 
ready for the risk of rendering totally ineffective the impact of all the development assistance that 
taxpayers in donor countries have been generously supporting all these decades?  Are we ready to pay the 
price of inaction – the immeasurably more expensive option - of having to help pull up these same 
developing countries after the fact?  
 
More than ever, it makes sense to act now, rather than to wait, and pay much more in a more uncertain 
world, later on. It makes economic sense, it makes social sense, and most significantly, it makes 
development sense because the price of inaction is catastrophic.  To not provide the additional resources 
that are desperately needed will risk the reversal of all the reforms that were hard earned; will mean the 
poor losing the little that they continue to struggle to earn; will mean that donors will render ineffective 
the foreign development investment they made over a span of several decades.  
 
I started out by saying that we have done very well in our globalization efforts. Such has been its success, 
that today, it is pulling us all down together. But instead of wasting valuable time and scarce resources on 
blame, we need to harness the very same forces of globalization to pull us collectively out of this mess. 
And we must. 
 
The Multilateral Development Institutions have a clear role to play in this global effort, which necessarily 
needs to be coordinated.  As it should be, the International Monetary Fund (IMF) is the first line of 
response for re-establishing financial economic stability, and fortunately, it has now been equipped with 
the resources it needs to play that role.  Our Bank, on the other hand, has a dual role of addressing the 
needs of the short term, as well as ‘reconstruction and development’.  It must simultaneously keep a keen 
eye on the medium term, while making careful preparations for the longer term – for the time when the 
crisis ebbs away. This is particularly relevant because investments in human capital have long lag times 
on economic growth.   It is certainly not the time for ‘Business As Usual’. 
 
And we are glad that the Bank Group recognizes the significance of being swift, selective, innovative and 
flexible in its response to the global economic downturn.  Having said that, the need for flexibility should 
not compromise the sustainability and strength of this Institution, its systems and procedures. 
 
The International Finance Corporation’s (IFC’s) newly proposed Global Trade Liquidity Program, in 
association with the Global Trade Finance Program, underscores the importance of trade in the global 
economic recovery. Together, they would have the potential of effectively addressing the market gap for 
trade finance through increasing guarantees as well as recycling trade loans, with participation from the 
private sector and national export credit agencies. By preserving trade, we preserve the ability of 
developing countries to earn their own way into prosperity. 
 
But, these initiatives will have limited success, if they operate in a vacuum of instinctive protectionism, 
which risks retarding market corrections, distorting trade, and triggering retaliation.  Therefore, we have 
to use this opportunity to change our multilateral trade negotiating processes. Rather than waiting for 
such a time when we reach the perfect and comprehensive ideal agreement, why not accept and act upon 
what we already have agreed upon, to date? We can then focus our collective attention on reaching 
compromise on those remaining prickly issues. My point is that even a partial trade agreement will enable 
developing countries to partially earn their way out of their difficulties. Waiting for full agreement on 
everything will only prolong the challenge. 
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The proposed increase in the percentage of front loading and acceleration of disbursements and of 
development policy lending from the International Development Association (IDA) through the IDA-
Financial Crisis Response Fast Track Facility is a welcome idea which we support.  However, we need to 
take into account the longer term opportunity costs, in particular, ensuring equitable access to IDA 
resources, the impact on longer term development projects, as well as the quality of the current portfolio. 
Most significantly, we need to manage carefully the risk that the Facility could pose to the current and 
future financial health of IDA resources and replenishments.  Having said that, we need to ensure that this 
is a complement, rather than a substitute, to the facilities of the IMF. 
 
We see a similar dilemma with the prospect of tripling IBRD lending over the next three years. On the 
one hand, we are encouraged that this will further increase the Bank’s support to its middle income 
clients.  Yet, once again, we need to take into account the future lending capacity of the Bank, in 
particular, its AAA rating and hence its borrowing costs.  This becomes particularly relevant within a 
context of a prolonged recession.   
 
The call for a Vulnerability Facility seems a promising opportunity that requires further discussion and 
study.  However, given the challenge of the mere fulfillment of past declared ODA commitments, there is 
a legitimate concern of this new initiative also achieving its objectives.  Despite this, we should work 
towards its operationalization.  
 
Finally, IFC’s timely emergency response package will mobilize and channel additional resources and 
steps up advisory services to governments in need of them.  Through securing capital for counter-cyclical 
investments that expand demand, the Infrastructure Facility will bridge the gap in private sector financing 
for private or public-private partnership (PPP) infrastructure projects in emerging markets.  The Bank 
Capitalization Fund will provide liquidity and capital support to the banking sector of emerging market 
countries at a time when potential investors, especially foreign ones, are withdrawing from the market.    
 
However, to ensure development effectiveness and additionality, all such initiatives would need to be 
coherently embedded into a clear and well considered World Bank Group crisis strategy.  This would 
additionally be coordinated with other initiatives of multilateral, regional and bilateral agencies, 
governments, and the private sector.  Our need for prompt action should, under no circumstance, be 
allowed to jeopardize the long term sustainability and role of the Bank.  In this context, we look forward 
to a discussion on the issue of capital adequacy of the Group at the upcoming Annual Meetings. 
 
Many in the public domain, including many of our largest shareholders, see this financial crisis as an 
opportunity to call for intensified action on the reform of the governance of the Bretton Woods 
Institutions. The potential for a strengthened role of the BWIs, given their mandates, makes strengthening 
their perceived legitimacy, through improvements in their governance structure, entirely understandable. 
 
Yet, precisely because we are dealing with the sensitive issue of governance, it is imperative that this 
debate now moves to the legitimate decision-making bodies of the World Bank Group, where it belongs - 
where all shareholders are represented - the Development Committee and our Executive Board.  
 
As shareholders we all know the significance of ensuring that this Institution reflects the dynamic global 
economy.  Since the Monterrey Consensus, we have implemented reforms which, in the aggregate, have 
made us more responsive and flexible.  Most strategically, such measured steps have allowed sufficient 
time for consultation, for consensus and compromise building, and identification of alternatives.   
 
We are encouraged that the work program endorsed during the 2008 Annual Meetings is being processed 
according to plan outlined.  We agree that still more remains to be done. 
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Developing countries could potentially reach almost to parity at the IDA Board very quickly. It is 
imperative that we intensify our efforts to enable this, and in this regard, we commend the recent 
contribution from donors to nudge this issue along.  Given the small sums involved, we encourage our 
IDA colleagues to prioritize their consideration of this issue. The process is underway for the Amendment 
of the Articles to enable the increase in Basic Votes. As shareholders, we need to process this 
expeditiously so we can then proceed with the subscriptions to the unallocated shares. We note that our 
African colleagues are working on the issue of their new Chair at the Board. Finally, many of the 
recommendations made by our Board – in their internal governance review, in association with the work 
being done by Management – on decentralization, on country ownership, on diversity - can potentially 
enhance the oversight of our Executive Directors, and strengthen the accountability of management.  
 
Fundamental to Phase 2, will be reaching agreement on definitions, basic criteria, expectations and 
principles – for IBRD as well as the IFC.  This would have to include frank discussions on expectations 
for increased financial responsibilities and obligations concurrent with enhanced influence. This will 
become particularly pertinent when considering the strengthening of the capital adequacy of the Bank 
Group and the sustainability of IDA.  More significantly, realigning shareholding will need to take into 
account each shareholder’s weight in the global economy, an issue we would necessarily need to 
coordinate with the Fund.  This would all need to be done within the context of the Monterrey Consensus 
– which aimed at enhancing the voice of the developing countries – NOT reallocating the small voice they 
already have amongst themselves.  Since Phase 1 reforms took this into account admirably, we need to 
ensure that Phase 2 does not reverse the small gains that some developing countries made a mere 6 
months ago.   
 
Needless to say, Phase 2 will be complex and challenging.  We are sympathetic to the sense of urgency 
surrounding this issue, yet we underscore the importance of ensuring a transparent process that would 
engage all shareholders in inclusive deliberations so as to take their concerns into account.  At a time of 
financial crisis, the need for cohesive governance, and strong oversight is paramount.  
 
 
Statement by Mr. Bert Koenders, Minister for Development Cooperation, The Netherlands3 
 
Implications of the Global Economic Crisis for Developing Countries and the role of International 
Financial Institutions 

The current economic and financial crisis, which threatens the quality of life of many people all over the 
world, has highlighted the countercyclical role and function of the World Bank. Our Constituency fully 
supports the vigorous efforts of the World Bank Group, in coordination with the IMF and other MDBs, to 
mitigate the detrimental effects of the crisis and contribute to renewed economic growth. A robust and 
rapid resumption of sustainable economic growth across the world is the foremost requirement if we are 
to safeguard our poverty reduction efforts and the attainment of the MDGs. It should be our collective 
ambition to enable the World Bank Group to play its major leveraging and implementing role in the 
global community’s collective effort to steer us through this crisis.  
 
This will also enable us to tackle what may be the greatest challenge that will confront humankind in the 
21st century – the threat of irreversible climate change – as effectively and efficiently as possible. Even 

                                                 
3  On behalf of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, the Republic of 
Macedonia, Moldova, Montenegro, The Netherlands, Romania and Ukraine. 
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though we are busy addressing the consequences of the financial crisis, the climate crisis should not be 
forgotten.  
 
At the same time, the economic and financial crisis could turn into a severe human crisis, particularly for 
low-income countries but also for the poor in middle-income countries. It is this looming social crisis and 
its effects on our long-term sustainable development agenda that should be the main focus of our 
deliberations today.  
 
We are in favour of strengthening the World Bank’s instruments so that it can fulfill its countercyclical 
role. This means that existing instruments may have to be revised and simplified. We call upon 
management to ensure that the ad-hoc measures we take today to streamline World Bank procedures will 
give rise to structural improvements of the World Bank tomorrow. This crisis is an opportunity for 
innovation, including in the way the Bank deals with its clients. As every country and every situation is 
different, we strongly believe that instruments, new and old, must primarily give staff on the ground more 
room to manoeuvre in order to satisfy in real time a country’s most pressing and urgent needs. These 
needs include preventing their fiscal position from deteriorating, supporting social safety nets, trade 
financing, bank recapitalisation and infrastructure investments.   
 
It is essential that not only middle-income countries, but also low-income countries severely affected by 
the current crisis have access to strong financial support. These countries, many of them in Africa, are 
unable to use their balance sheet as a leverage and IDA’s envelope is limited. In this respect, we fully 
support the IDA fast-track facility. We realise that such a facility may have limited use for recipient 
countries. Therefore, and in line with the G20 recommendation, we are also in favour of granting low-
income IDA countries with sustainable debt positions access to non-concessional IBRD lending to 
compensate for the loss of access to capital markets. To do this, we can make use of the existing 
flexibility in the Debt Sustainability Framework, taking into account the diversity of different LICs and 
thereby keeping the debt situation in these countries sustainable. We also believe that IFC can help to 
mitigate the impact of the crisis on the private sector in the poorest countries, provided there is sufficient 
capital. Finally, with regard to IDA, we strongly urge donors to fulfill their IDA commitments. We ask 
the Bank’s management to closely monitor IDA needs and not to hesitate to propose bringing forward the 
IDA-16 replenishment if necessary. 
 
We appreciate IFC’s proactive response to the crisis by extending a number of existing facilities and 
introducing new ones. The package, consisting of the Global Trade Finance Programme, Global Trade 
Liquidity Pool, Bank Recapitalisation Fund, Infrastructure Crisis Facility and Microfinance Liquidity 
Facility, has our full support. However, the success of these facilities will largely depend on the 
possibility of generating leverage through the participation of private partners. We are aware of the limits 
of this approach and we note that IFC has moved in the space of two years from a situation of excess 
capital to one of capital scarcity. We are willing to consider all possible options to allow IFC to increase 
its countercyclical response.  
 
To adequately fulfill its countercyclical role during the crisis and to realise its long-term potential, the 
World Bank needs to have enough capital at its disposal. We believe that it should use its existing capital 
as effectively and efficiently as possible. However, we realise that IBRD’s capacity to leverage is 
restricted by the need to guarantee a certain level of income for crucial non-banking tasks related to 
global public goods. 
 
Given the downside risks arising from the duration and depth of the crisis, it is possible that a capital 
increase will be necessary for both IBRD and IFC. We are therefore in favour of anticipating a possible 
IBRD and IFC capital increase. It is essential for a possible capital increase scenario to be based on a 
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clear long-term vision of its use, within the Bank’s mandate and accompanied by an implementation 
strategy guaranteeing the quality of delivery.   
 
The Global Monitoring Report 2009 (GMR) signals that most of the MDGs in the field of human 
development will not be achieved on time. The progress made in the last few years in reducing poverty is 
threatened by the financial and economic crisis, which is quickly turning into a social crisis. At regional 
level, Sub-Saharan Africa is lagging behind on all MDGs and South Asia is especially off track on human 
development MDGs. At country level, the situation of fragile states is especially worrying. The MDGs 
relating to health have the gravest prospects.  
 
The GMR notes that the crisis underlines the need to increase ODA flows to the poorest countries. We 
therefore request donors to fulfill their ODA pledges. We also acknowledge that development 
effectiveness and managing for results are of paramount importance, particularly in a context of scarce 
and perhaps even dwindling ODA resources. We call on the World Bank to continue its leadership role in 
implementing the Accra Agenda for Action. More specifically, we would like to stress the need to 
strengthen the knowledge and technology absorption capacity in developing countries. 
 
We also share the view expressed in the GMR that the role of the private sector is very important, not 
only in improving infrastructure, but also in the field of human development. We believe that the World 
Bank, and especially IFC, should play a major role in strengthening the cooperation between governments 
and the private sector. Partnerships between the World Bank Group and the private sector should 
therefore be strengthened, through additional financing and/or transfer of knowledge. 
 
The GMR warns against possible protectionist reactions to the crisis and rightly states that trade 
distortions could threaten the competitiveness and diversification of economies. Trade promotion 
therefore remains very important. We further believe that a swift and successful conclusion of the Doha 
round is crucial; this will help to avoid new barriers to investment or to trade in goods and services.  
 
Voice and participation 

Concerning voice and participation in the World Bank, the current crisis has underlined the need for 
reform and has triggered calls to accelerate the existing timetable. We appreciate that political support for 
the reform agenda is now stronger. In line with the statement made by the leaders of the G20 on 2 April, 
we advocate finalising the V&R reform process faster than envisioned at the 2008 Annual Meetings, so 
that agreement is reached at the Spring Meeting in 2010. With regard to this reform process, there is a 
strong need for close coordination with the IMF, herewith taking into account the World Bank specificity 
and development mandate. 
 
The World Bank needs to be more effective to a large extent, through improving its legitimacy.  The 
challenge is to ensure adequate and effective representation, reflecting the growing importance of 
emerging economies as well as the interests of low-income borrowing countries, in particular the least 
developed countries, and major contributors. We advocate adopting a dynamic approach to shareholding 
reviews, and improving the incentives for shareholders, by making voting shares dependent on the 
contributions to the organisation and the use of the organisation. Financial contributions to the Bank and 
the extent to which a country takes up loans and/or receives grants should positively influence their 
relative shareholding and voting power.  
 
V&R reforms should be accompanied by voice-enhancing reforms in other aspects of Bank governance. 
As a first step, we should send an important signal by introducing a merit-based, open and transparent 
selection process for the presidents and top managers of all multilateral development banks, regardless of 
geographical preference. 
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Statement by Mr. Athanase Matenda Kyelu, Minister of Economy and Finance, Democratic 
Republic of Congo4 
 

My speech essentially focuses on the two items appearing on the agenda of our meeting, namely: (i) 
Implications of the Global Economic Crisis for Developing Countries and the Role of International 
Financial Institutions; and (ii) Progress Report on Enhancing Voice and Participation of Development and 
Transition Countries in the World Bank Group. 

Implications of the Global Economic Crisis for Developing Countries and the Role of International 
Financial Institutions 

The financial crisis, which has left no economy unscathed, has now morphed into a veritable development 
crisis.  Its effects are already ravaging the countries of Sub-Saharan Africa where, after more than a decade 
of strong and sustained growth, economic activity has slowed considerably, following the contraction of 
global demand stemming from the crisis.  Consequently, after an annual average growth rate of 4 percent, 
growth level projections for our countries are now below the global growth rate, having been revised 
downward from the levels projected prior to the crisis. 

Against such a backdrop, several of the gains made by dint of hard work in the area of structural reforms, 
particularly in the areas of stabilization of the macroeconomic framework, the attraction of financial flows 
(private flows, immigrant remittances, and ODA), and the development of the social sectors, are at risk, 
further lowering the odds of achieving the MDGs.  Given the weak capacity of our economies to cope 
with exogenous shocks owing to limited fiscal space, and having already been hit by the combined effects 
of the hike in food and energy prices, there is a very real risk that poverty reduction programs may not be 
effectively executed. 

This crisis is affecting our economies largely through (i) a decline in exports stemming from the 
combined effects of the collapse in the prices of exports and in the demand for imports from our main 
trading partners; (ii) the contraction of capital flows and the drying up of trade financing; (iii) the decline 
in the income of immigrants, exacerbated by the reversal of migrations flows and youth unemployment; 
and (iv) the projected decline in ODA. 

In order to cope with the financial crisis, States have adopted fiscal as well as monetary and financial 
policies. 

In the public finance sphere, countries have reduced fiscal pressure and adopted a prudent stance, which 
have led to a decline in investment expenditure.  In addition, the crisis has underscored the need to 
expedite diversification of the production bases of the countries of the constituency and to deepen 
regional integration. Measures are also being taken in the areas of governance and anticorruption, with the 
aim of enhancing the effectiveness of public management. 

In the monetary and financial sphere, the supply of liquidity had to be adjusted to the needs of banks in 
order to avert a local liquidity crisis while ensuring monetary stability.  Moreover, banking commissions 
have strengthened supervision of the banking and financial system in order to avoid situations that could 

                                                 
4  On behalf of Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo, 
Côte d’Ivoire, Democratic Republic of Congo, Djibouti, Equatorial Guinea, Gabon, Guinea, Guinea-Bissau, 
Madagascar, Mali, Mauritania, Mauritius, Niger, Republic of Congo, Rwanda, São Tomé and Príncipe, Senegal, 
Somalia (unofficially), and Togo. 
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create a domestic systemic crisis.  Special emphasis has been placed on the publication of intermediary 
accounts with the aim of making the financial position of banks more transparent.  Lastly, central banks 
have also adopted prudent management measures with respect to the investment of their foreign exchange 
reserves. 

I must acknowledge that the majority of African countries have not been able to implement stimulus 
measures owing to the lack of fiscal space which was already eroded by the debt burden and the food and 
energy crises. Against this backdrop, the assistance of the international community is needed to enable 
countries to maintain their levels of social and infrastructure expenditure, essential to supporting 
economic growth and improving the living conditions of vulnerable populations. 

For these reasons, we support the following recommendations made at the recent G-20 summit and 
express the hope that they will be rapidly implemented: 

In the case of the World Bank Group: (i) the increase in the volume of IBRD loans from US$13 billion to 
US$35 billion (approximately US$100 billion over three years). This increase falls within the scope of the 
appeal made to the MDBs to increase the level of their commitments to developing countries, including 
low-income countries, over the next three years; (ii) support for the implementation of an intervention 
framework intended to strengthen and better structure assistance provided by the World Bank Group 
(especially IDA and IFC) to low-income countries; (iii) introduction of greater flexibility into the debt 
sustainability analyses of low-income countries, flexibility that should facilitate expanded access by these 
countries to financing in the form of loans, in light of the current dearth of concessional resources, 
particularly grants, without compromising their financial viability; and (iv) the appeal to MDBs, among 
them, the World Bank Group through the IFC, to increase their trade financing to US$250 million. 

In the case of the IMF: (i) the tripling of its resources to increase this amount to SDR 750 billion; (ii) 
support for a new allocation of special drawing rights of SDR 250 billion, SDR 100 billion of which will 
be directly channeled to emerging economies and developing countries; (iii) doubling the IMF’s capacity 
to provide concessional loans to low-income countries and the significant increase in the access limits to 
the Fund’s resources in the context of debt sustainability analyses; (iv) the use of the proceeds of the sale 
of a portion of the IMF’s gold,  decided upon in the context of implementation of the IMF’s new income 
model, and cumulatively with resources from net revenue, thus increasing the volume of more flexible 
additional concessional financing by a total amount of SDR 6 billion over the next two to three years. 
 
Enhancing the Voice and Participation of Developing and Transition Countries in the World Bank 
Group: Progress Report 

I am heartened by the progress made by the World Bank with the application of the first phase of reforms 
on voice and participation.  I am also pleased to see the adoption of a decision on the measures proposed 
during the first phase. 

With respect to the actual establishment of the third seat for Sub-Saharan Africa, I should stress that the 
African Governors are fully committed to the effective implementation of this measure at the 2010 
Annual Meetings.  In this regard, I would like to inform you that consultations are under way with the aim 
of reconfiguring Sub-Saharan African into three constituencies. 

In our view, the implementation of the first phase of reforms is proceeding smoothly.  Consequently, we 
call on the World Bank to turn its attention to the second phase of reforms. 
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With regard to the study on the reallocation of IBRD shares, we reiterate our position that a determination 
should be made of the percentage increase in votes to be accorded to developing countries as a whole and 
acceptance of the principle that the shares allocated to each developing country should not be reduced. 

Lastly, we enthusiastically welcome the Voice reform within the International Finance Cooperation and 
propose that the work schedule be synchronized with the IBRD’s schedule. 
 
Global Monitoring Report 

I would first of all like to commend the teams from the World Bank and the International Monetary Fund 
for having produced such a high-quality Global Monitoring Report 2009. 

It bears recalling that previous reports, and in particular the 2005 report, had already painted a rather 
gloomy picture of the progress made toward achievement of the Millennium Development Goals. Clear 
recommendations had been formulated to allow us to accelerate progress if these goals are to be attained 
by 2015.  We are now in 2009, in a context where the financial crisis, which has now morphed into an 
economic and humanitarian one, is further jeopardizing chances of achieving as many of the Millennium 
Development Goals (MDGs) as possible.  The poverty reduction goal, which was within reach at the 
global level during the last assessment, is now at risk. Most of the goals relating to human development, 
including child and maternal mortality, primary education, nutrition, and hygiene, are now beyond reach. 
We note, in particular, that at the continent level, Africa is lagging the furthest behind in achieving all the 
MDGs. 

It is for this reason that we fully endorse the six recommendations proposed in the Global Monitoring 
Report 2009 to accelerate progress toward achievement of the MDGs, namely (i) ensuring an adequate 
fiscal response; (ii) shoring up the private sector; (iii) redoubling efforts toward human development 
goals; (iv) scaling up development aid; (v) maintaining open trade and finance systems; and (vi) boosting 
the capacity and resources of multilateral development institutions. 

With respect to the fiscal response to the crisis, I maintain that African countries lack the resources 
required to stimulate their economy. Without aid, these countries will be compelled to cut back their 
social and infrastructure expenditure, thereby undermining the foundation for their future growth. In order 
to avoid falling prey to a vicious circle, poor countries will need additional external financing provided 
under favorable terms in order to allow them to support economic growth and protect the poorest.  
Moreover, these countries should also adopt suitable measures with a view to marshalling more local 
resources and adopting a more selective approach to their spending decisions. 

I would also like to reiterate the importance of the private sector in stimulating economic growth. In my 
view, particular attention should be paid to the financing of small and medium enterprises in order to tap 
into their enormous potential for creating jobs and reducing poverty. Similarly, adequate financing should 
be allocated to infrastructure in light of its importance to private sector development. I therefore call on 
the multilateral development institutions to play an active role in infrastructure financing, especially 
through public-private partnerships (PPPs). 

With respect to redoubling efforts toward human development goals, the crisis reinforces the urgent need 
to strengthen essential health and education programs, as well as social safety nets to protect the poor. 
Donors are being called upon to scale up their aid to finance these programs. Our countries should also 
contribute to this effort by creating fiscal space through the reduction of nonessential spending and the 
quest for increased effectiveness and efficiency in the execution of programs. 
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I would like to insist that development aid remain a priority in order to allow countries to achieve the 
MDGs. Unfortunately, despite renewed promises made at the recently concluded London G-20 Summit 
on April 2, 2009, numerous uncertainties continue to plague aid to Sub-Saharan Africa, which was 
already approximately US$20 billion short of the annual amount pledged at the 2005 Gleneagles Summit. 
I would therefore like to reiterate at this juncture the urgent need to honor the numerous commitments 
made in recent years.  In addition to the need to scale up the volume of development aid and speed up its 
actual transfer, I call on the development partners to expedite progress in implementing the Accra Agenda 
for Action: better alignment of aid with national development policies; harmonization of rules and 
procedures for country assistance; and improved predictability and a stronger focus on results. 

With respect to trade, countries must, despite the crisis situation, resist the temptation to erect 
protectionist barriers and work instead toward the prompt conclusion of the Doha Round of trade 
negotiations. It is equally important to maintain the openness and fluid movement of the international 
financial system. Moreover, developed countries should ramp up aid-for-trade and developing countries 
should make every effort to reduce their domestic trade costs, especially product transportation costs. 

In my view, the development partners, in particular the World Bank and the other multilateral 
development banks (MDBs), have a key role to play in this crisis, especially with respect to (i) helping 
introduce countercyclical policies and maintaining investment in African countries; (ii) substantially 
increasing their loans with streamlined conditionalities, thereby facilitating their prompt disbursement to 
the recipient countries; (iii) developing and adapting their instruments, and standing ready to adjust their 
operational and financial policies in such a way as to make full use of their resources to meet 
unprecedented financing needs. Given the scope of the needs in Sub-Saharan African countries, especially 
with respect to the poorest and fragile States, it is equally urgent that IDA and the other concessional 
windows of the multilateral development banks substantially increase their aid, preferably providing it in 
the form of grants, and disburse all of this aid in one lump sum at the start of the fiscal year. To this end, 
additional replenishments of these concessional windows are required to increase ODA well beyond 
current commitment levels. 
 
Review of Internal Governance in the World Bank Group 

I would first like to commend the World Bank for having prepared such a high quality note highlighting 
the need to expedite the internal governance process in the World Bank Group. 

We welcome the reform proposals submitted in the three areas covered in the document, namely: (i) the 
Board’s effectiveness; (ii) the Board’s oversight role; and (iii) the Board’s strategic role. 

We endorse the view that the Board must focus on its oversight and strategic roles. The Committees could 
thus be utilized in a more effective manner and “no objection” decision making should become the norm 
for Board discussions. 

We are also of the view that a joint evaluation of the Board should be conducted on an annual basis. 
Furthermore, the President and all Bank directors who have served as chairs of the Board should be 
evaluated separately every year. These evaluations should focus on results (impact) and goals achieved 
and be based on objective data. 

It is equally important that the documentation supporting the Board’s discussions be reviewed to clarify 
and facilitate the decision-making process. 
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Lastly, we endorse the proposal pertaining to the conditional approval by the Board of groups of projects 
in the context of a country assistance strategy. 

 
Statement by Mr. Ashok Chawla, Secretary, Economic Affairs, India5 
 
Global Economic Scenario 

We are meeting at a time when the global economy is passing through a phase of exceptional difficulties 
and extreme uncertainties. The problems facing the world economy are well known and need no 
elaboration. The point to note is that the downturn is much deeper than we would have thought even six 
months ago, and the prospects of a recovery have receded to 2010 at best. The forecasts on economic 
growth or recession outlook may vary but there is a general acceptance that this is the worst recession 
since the Great Depression and the first ever contraction of Global GDP in the post war period. It is 
generating negative expectations which threaten a downward spiral, if not corrected. The pain is being felt 
both in industrialised countries and in developing countries. 

 
Emerging market economies were not the cause of this crisis, but they are amongst its worst affected 
victims. Recession has hit the export performance of developing countries and the choking of credit, 
combined with elevated risk perception, has led to lower capital flows and reduced levels of foreign direct 
investment. The combined effect has been to slow down economic growth in developing countries, 
casting an ominous shadow on prospects for rapid economic growth, eradication of poverty and achieving 
MDGs in a reasonable time frame. This crisis, on top of the food and fuel crisis of the past year, has 
jeopardized the progress made by the developing countries towards achievement of MDGs. 

 
The human dimension to this crisis is more frightening, as we look at the estimates of an additional 53 – 
65 million people to be pushed back into extreme poverty. As governments are trying to counter the 
immediate effects of the crisis, the fiscal space for investments in critical social sectors like education, 
health and infrastructure is getting reduced. The loss in exports, fall in remittances and the consequent 
loss in output and employment have all put pressure on governments’ fiscal balances which have to now 
finance much larger social safety nets.  
 
The crisis being global, it demands global solutions, backed up by our collective will to use every 
possible resource, instrument and mechanism to ensure that the poor are not further impoverished and in a 
way that growth prospects are sustained across countries and across generations.  
 
We appreciate the response of the Bank as the crisis has unfolded. A number of new lending windows and 
mechanisms have been put in place to assist countries in distress. Commitments of IBRD this year have 
shown a remarkable jump. The President has repeatedly asserted the readiness of the Bank to play its role 
in helping countries tide over the crisis. We welcome the Bank’s coordinated response to the crisis and its 
efforts to create a Vulnerability Financing Facility to generate additional resources for the poorest 
countries. These are all steps in the right direction and will certainly mitigate some of the adverse effects 
of the crisis. They need to be taken forward to their logical conclusion by generating additional and 
adequate resources for development, disbursable on fast track, unhindered by complex and delaying 
procedural formalities. 
 

                                                 
5  On behalf of Bangladesh, Bhutan, India and Sri Lanka. 
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The G-20 Summit and its follow up 

The efforts of the Bank have got a major boost from the deliberations and consensus amongst the leaders 
of the G-20 countries. These leaders have charted a global plan for recovery and reiterated their support 
for our efforts. They recognized that the current crisis has a disproportionate impact on the vulnerable and 
that it is our collective responsibility to mitigate the social impact of the crisis and minimize long-lasting 
damage. They reaffirmed our historic commitment to meeting the MDGs and to achieving our respective 
ODA pledges, including to sub-Saharan Africa. Recognizing that developing countries, which have been 
the engine of recent world growth, are also now facing challenges which are adding to the current 
downturn, they have supported a substantial increase in lending of at least $100 billion by the MDBs to a 
total of around $300 billion over the next three years and ensuring that all MDBs have the appropriate 
capital. 
 
We need to consider and act on the decisions of the G-20 leaders. There are three essential points of 
action that are there – (i) a substantial increase in lending, (ii) a review of the Bank’s lending capacity and 
capital adequacy and (iii) enabling large developing countries to access required levels of finance through 
increased lending limits so that they can support recovery in their regions. All the three issues are 
important and we need to direct the Bank to start work on all fronts. 
 
Sustained lending 

The lending needs of the developing world are enormous. If the MDBs are to deliver on the $300 billion 
of lending over three years, the Bank would certainly need to lend more than the $100 billion it is 
currently targeting. Even prior to the crisis, while the developmental needs of its target group were 
increasing, there was a declining trend in World Bank lending relative to its resources. This certainly 
underlines the necessity of an all out effort on the part of Bank management to reverse this trend and keep 
up to its promise of additional US $ 60 billion of commitment over next three years. The Bank needs to 
be strong enough to play this leading role expected from it. A weakened Bank would not be able to play 
the transformational role it needs to play.  
 
We are concerned that the capital of the Bank may not be able to sustain this high level of lending. 
According to some estimates, lending after FY11 would be severely constrained, shrinking to a level 
lower than in the past few years with little or no growth in lending commitments for a decade afterwards. 
Net disbursements would in fact end up being negative. We need to examine whether this financial 
position of the Bank is sustainable. IFC is already in a capital constrained situation.  At a time when it is 
expected to play a counter-cyclical role, compensating for the fall in private capital flow, IFC is restricted 
to a flat level of activity. This issue, therefore, needs to be given utmost priority so that the Bank does not 
falter in fulfilling its mandate. No less important is the urgency to review the Single Borrower Limits so 
that they do not hinder the accessibility of funds by countries which have the need as well as the 
absorption capacity for such additional flows from the Bank.  
 
We need an assessment of the Bank’s lending capacity and capital adequacy vis-à-vis alternative 
scenarios with concrete proposals on addressing the constraints, including the country borrowing limits 
and dynamic provisioning. These should be in the context of realistic demand projections and prudent 
planning for the worst possible case. We feel that raising the capital base – either through a General 
Capital Increase or a Special Capital Increase - is an important measure which should be examined 
seriously. It has an immediate impact in relaxing constraints and demonstrates shareholder commitment to 
the rest of the world.  The right time for expanding the capital base of the Bank and the IFC is now when 
the entire world is focused on the crisis and its impact on the poor and the vulnerable. We should not miss 
this opportunity.  
 



 37

Voice & Participation 

When we last met for the Annual Meetings in October, we agreed on Voice and Representation reforms in 
two steps. The first step was agreed and decided for immediate implementation and we appreciate the 
progress on its implementation. We are particularly happy to note that there will now be a third Board 
chair for Sub-Saharan Africa, a vastly under-represented continent and whose development challenges are 
immense. We are also happy that the increase in Basic Votes gives greater representation to smaller 
members.  
 
Progress on the second step, i.e. shareholding review is much slower. A timetable was agreed in the 
Annual Meeting according to which the task of reviewing the specific development mandate of the Bank 
vis-a-vis the Fund and the possible implications for realignment of IBRD shareholding, and setting out 
the principles for shareholding at IBRD, should have been completed by now. To a large extent, external 
economic events have overtaken developments here and we acknowledge that the Bank has been working 
hard to respond to the challenges posed by the crisis. We also understand the need to factor in 
developments at the G-20 Summits which have a bearing on our own efforts here. 
 
The London Communique of the G-20 expressed their collective determination “to reform and modernise 
the international financial institutions to ensure they can assist members and shareholders effectively in 
the new challenges they face.  We will reform their mandates, scope and governance to reflect changes in 
the world economy and the new challenges of globalisation, and that emerging and developing 
economies, including the poorest, must have greater voice and representation.”  
 
We strongly believe that the World Bank should heed the call of these leaders and work on an accelerated 
timetable for completing the shareholding review. It is necessary that the Bank begins work urgently on 
the process of working out the options for realignment immediately if we are to meet the accelerated 
deadline of Spring 2010. We need to have clear agreed steps and milestones for this purpose. Knowing 
that capital is a severe constraint at IBRD, we need to tie in capital enhancement with any move ahead on 
Voice reform. The two can be resolved simultaneously. 
 
In the case of IFC, this would perhaps be the first Voice reform.  The easiest way would be to increase the 
number of Basic Votes for all members, but a more lasting and permanent solution would be to link it 
with realignment of shares on the same lines decided for IBRD. This would simultaneously increase the 
voice of DTCs and also enhances the capital base of the IFC which is admittedly constrained. We suggest 
that, to the extent possible, the options for IBRD and IFC be examined together to see how Voice reform 
and capital enhancement in both these organizations can be taken forward together. 
 
As we proceed with the shareholding review, we must keep in mind the goals of this exercise. The goal is 
to make the Bank a more responsive, credible and relevant organization so that it continues to play a vital 
developmental role in global economic affairs. The changing dynamism of the global economy and the 
evolving weights of developing economies need to be reflected in the governance structure of the World 
Bank. This is also necessary if they have to see a role for the Bank in addressing new challenges emerging 
across the globe, be they climate change, energy or food. Today, a significant portion of incremental 
global economic growth is being contributed by developing countries who have the potential to be 
important drivers of future global economic growth. This fact needs to be recognized in the structure of 
the World Bank.  
 
The realignment of shares, therefore, should be based on a formula or criteria that are specific to the 
mandate of the Bank and should lead to a substantial and real enhancement of the voice of DTCs, 
individually and collectively, keeping in view the aim of achieving parity, without diluting the voting 
power of individual DTCs. Any parallelism with the IMF needs to be given up, in view of the completely 
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different mandates of the two institutions. While identifying new criteria for a realignment framework, 
relative weight in the world economy should be given primacy. This is best captured by GDP- PPP which 
is simple, real and easily understandable.  Therefore, this should be the primary criterion for realignment. 
The Bank uses GDP PPP data rather than GDP at market exchange rates for determining poverty levels 
and the IMF too has introduced this as a relevant variable in its quota formula. 
 
The current crisis has refocused global attention on IFIs including the World Bank. The World Bank is a 
global institution which can have great relevance in future, as it has had in the past. We must use this 
opportunity and strive for an ambitious Voice reform outcome, which will strengthen the Bank and make 
it a truly dynamic international organization. 
 
 
Statement by Mr. Carlos Fernández, Minister of Economy and Public Finance, Argentina6 
 
In the last years, remarkable progress has been made in terms of poverty reduction due to economic 
growth and, in particular, to the high growth rates in most developing countries. Some significant 
progress had also been made toward achieving the Millennium Development Goals before the onset of the 
current crisis. 
 
The global economy faces the direst times in decades. We are meeting today in the midst of a crisis of 
unforeseeable proportions. The current crisis threatens to undo the progress made so far, particularly in 
social development. 
 
After years characterized by strong fundamentals, some developing countries are better prepared to 
weather the crisis than in the past. However, everything suggests that the current crisis is much more 
severe than past ones and that no country is immune to its impact. 
 
The developing countries are already bearing the brunt of a crisis that they did not create. The financial 
crisis, originally limited to developed countries and a handful of emerging economies, is now also hitting 
developing countries. Their access to global capital markets is affected by the growth of developed 
countries’ public debt, and capital flows from developing countries to developed countries have 
increased. Furthermore, the impact of the crisis has been felt in the real economy. Growth prospects in 
developing countries are constantly reviewed –confirming a downward trend– and marked down to 2.3% 
growth for 2009 from an average of 8.1% for 2006-2007, according to World Bank’s estimates. The 
developing world is being struck by the global recession, a slowdown of international trade and the fall in 
commodity prices, tourism, foreign direct investment and, in the case of the poorest countries, 
development aid. 
 
These shocks, in turn, will have an impact on public finances, placing additional pressure on public 
expenditure programs, particularly social protection programs. 
 
Not only have developing countries made a substantial contribution to global growth in the last decade, 
but they also have the potential to play a similar role in successfully overcoming this crisis. Shoring up 
growth in developing countries will help mitigate the impact of the crisis on this group of countries. 
Furthermore, without robust growth in the developing world it is impossible to foresee a way out of this 
crisis. 
 

                                                 
6  On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
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It is against this backdrop that the World Bank has an essential countercyclical role to play by providing 
part of the external financing that is indispensable for countries to maintain and increase their investment 
in infrastructure and social protection. Strong and active action on the part of international financial 
institutions toward restoring capital flows to developing countries is imperative. 
 
As a global development institution, the Bank’s main role is to support developing countries in their 
efforts to bolster their economies and weather the consequences of this crisis. In this context, ensuring 
economic growth and protecting the most vulnerable –who, as usual, will be the most severely hit– are 
priorities.  
 
We acknowledge that the Bank is making a great effort to expand its levels of financial and technical 
support to its client countries. It is in times of crisis that the Bank should show leadership in responding 
adequately to increasing demands. It is for this reason that we strongly support the commitment to 
substantially raise the Bank’s annual lending levels over the next three years, to approximately 35 billion 
dollars. We believe it is essential that the Bank be able to respond by ramping up its financial assistance 
to all member countries in need. This is the time for the Bank to lend more and more expeditiously, to 
respond effectively to the growing demand, to stay flexible and ready to react in support of its member 
countries. 
 
We also acknowledge the efforts of all the World Bank entities to develop new financial instruments in 
response to current demands, as well as to strengthen existing instruments that have special relevance in 
the present context, such as trade financing through the International Finance Corporation, the support to 
new infrastructure projects and other projects affected by the crisis, and fast disbursing programs. 
 
As a result of the crisis, the demand for financial assistance on the part of developing countries has 
increased substantially. A significant part of this increase is due to the need for support for existing and 
future programs focused on development and poverty mitigation (as is the case of social safety nets). By 
supporting this type of programs, the Bank is not only responding to the crisis but also promoting 
sustainable development in the long term. 
 
Crises, regardless of their depth, are never permanent. The need for an immediate response should not 
make us lose sight of the Bank’s strategy. In this sense, we still believe that the six strategic pillars, 
endorsed by this Committee over a year ago, remain effective. 
 
It is also paramount to rethink the role of the Bank in the post-crisis. To the human and economic 
development challenges we faced prior to the crisis, we will have to add the challenges derived from it. 
The decrease in capital flows to emerging countries could persist in the aftermath of the crisis, 
underscoring the relevance of Multilateral Development Banks. It is for this reason that we need to open a 
debate on the Bank’s financial capacity in the medium term. It is essential that the Bank’s lending 
capacity does not dwindle in the next decade. More resources will most likely be needed. Therefore, we 
think that the WBG needs to review the capital adequacy of IBRD and IFC and the adequacy of IDA 
resources. 
 
Looking forward, I think that globalization will continue its course but it will have to be more inclusive. 
For that to happen, the Bank will have, among other things, to strengthen the dialogue with its client 
countries and strongly promote country-led reforms and programs. At the same time, it is important to 
draw lessons from the crisis in order to acknowledge that there are different alternatives for development; 
reappraise the relevance of efficiency in the role of the state; attach more importance to the benefits of 
sound regulation; and foster the international dialogue to deal with global problems. 
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On voice and representation of developing and transition countries in the Bank, I would like to start by 
expressing my satisfaction at the fact that the implementation process involving the measures taken in the 
first phase is already afoot. I would also like to express my strong support to an accelerated timeline for 
the second phase, with a view to reaching agreement by the 2010 Spring Meetings. 

The reform package endorsed by this Committee last October is a step forward in certain dimensions of 
voice and representation, such as in terms of Board composition. 

However, the first phase of reforms is not a major step toward rectifying the existing underrepresentation 
of the developing world. 

A substantial reform is still necessary, particularly in one of the most important aspects of the voice 
agenda: the realignment of voting power and shareholding. We, along with many developing countries, 
have endorsed the reform package especially with the expectation that the evident underrepresentation of 
developing countries will be rectified in the second phase of the reform process. 

The Bank’s credibility and legitimacy could be tarnished if substantial and concrete progress in this area 
does not materialize. In the coming decades, the Bank’s member countries should be able to see this 
institution as their own bank. In this sense, if we are successful with the reform of voice and 
representation of developing countries, we would have taken a significant step forward in terms of 
improving the legitimacy and credibility of this institution. 

But a real reform should place developing and developed countries on an equal footing. This is the result 
we expect for the second phase of the reform process. The increase in voting power should include all 
developing countries so as to avoid that the increase in favor of some of them be at the expense of others. 

It is my opinion that this outcome must be clear from now on so that both Management and the Board 
start working on the second phase of the reform with a clear understanding of what we expect from them.  

A clear political signal about the expected outcome would significantly facilitate the technical work on 
the criteria to be taken into account in coming up with a formula for the realignment of the shares. 

On the realignment of shares, I believe the Bank should have its own formula that contemplates measures 
that are relevant to its mandate (which considers, for example, the GDP at PPP, or takes into account 
some type of measurement of the relevance of the country as a Bank’s borrower, etc.). For example, the 
contribution of borrowers to the Bank’s mission is well known and upholds its relevance as a criterion to 
be taken into account. These countries are home to most of the world’s poor. Through loan repayments, 
this group of countries contributes significantly to the Bank’s financial standing. They also contribute to 
the Bank’s knowledge base by providing examples of what works or does not work in terms of 
development. For this reason, I believe the relevance as borrowers should carry significant weight in the 
event that a formula be devised. 
 
On the International Finance Corporation, the fact that the voting power of developing countries currently 
stands at 31.8% speaks volumes about the need for a substantial reform in this entity. For this reason, I 
believe the Corporation should start its own reform process as soon as possible with a view to achieve 
results similar to the ones we pursue at the Bank and within a similar time frame. 
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Statement by Mr. James Flaherty, Minister of Finance, Canada7 
 
The financial and economic turmoil that began in advanced economies is now truly a global crisis that is 
spilling over into developing countries, and with serious repercussions. This meeting of the Development 
Committee is an opportune time for us to discuss the risks for developing countries and share views on 
what can be done to help. 
 
It is now clear that for many countries, the effects of the crisis are being felt sooner and are harder than 
expected. Over the last few months, the International Monetary Fund (IMF) and World Bank have 
adjusted their growth projections for developing countries downwards rapidly and sharply, with negative 
growth now projected for Latin America and the Caribbean, Central and Eastern Europe, and Central 
Asia.  
 
The crisis is hitting developing countries from a number of directions—a deterioration of trade, sharply 
lower commodity prices, and a serious fall in private capital flows, foreign direct investment and 
remittances. This is made worse by the fact that the crisis is following on the heels of a global food and 
energy crisis that has drawn down the fiscal space that existed in many countries. The risks in terms of 
deepening poverty, child mortality and loss of development progress are significant. 
 
Staving off an extended global recession and promoting early recovery is of primary importance in 
containing the impact on all countries, whether advanced, middle-income or low-income economies. In 
this respect, leaders provided a strong response at the London Summit on April 2, 2009, including 
commitments in the four highest priority areas: fixing the financial system and getting credit flowing, 
implementing coordinated stimulus activity, avoiding protectionism and strengthening financial market 
regulation. Restoring global growth to a sustainable, balanced path is the most significant thing members 
can do to help mitigate the impact of the crisis on developing countries.  
 
At the same time, assistance to help developing countries through the turmoil will be critical. The World 
Bank Group and IMF have begun responding to needs and working to improve the tools they have 
available. We need to ensure that the World Bank and IMF can play a counter-cyclical role through the 
crisis, providing additional assistance to developing countries through the economic downturn. This is not 
only a matter of providing a higher volume of assistance, but also of having the right tools to provide 
assistance that is timely and targeted to the most vulnerable populations. At the same time, however, we 
need to be mindful of avoiding a new build-up of unsustainable debt levels in low-income countries and 
not jeopardizing the financial sustainability of the international financial institutions themselves. Finally, 
it remains important to make progress on governance reforms at the World Bank to strengthen it as a 
platform for international cooperation. 
 
World Bank Group Assistance 

We very much support the concrete actions taken by the World Bank Group and IMF in this respect. For 
the World Bank, this includes the near tripling of lending from the International Bank for Reconstruction 
and Development (IBRD) to provide up to $100 billion over three years, the crisis response facilities set 
up by the International Finance Corporation (IFC), and the new Vulnerability Financing Facility to fast-
track funding to low-income countries for critical social and infrastructure spending, food security and 
social safety nets to protect the most vulnerable. We commend the Bank for moving quickly on these 

                                                 
7  On behalf of Antigua and Barbuda, Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, Ireland, 
Jamaica, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines. 
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initiatives, for exploring innovative responses and for its efforts to mobilize broad participation by donors 
and the private sector.   
 
We note that small island states in the Caribbean region have been particularly hard hit by the fuel, food 
and economic crises. These events have caused a significant fall in remittances, inflation in essential food 
items, and negative growth in their tourism sector. We hope to see the World Bank direct more resources 
to these countries, especially with the new crisis mechanisms in place, and we urge it to develop 
innovative approaches to assist these countries and to look at what policies might be unduly constraining 
their access to financing.   
 
Canada stands ready to assist developing countries through the crisis. We are providing US$200 million 
to the IFC’s Global Trade Liquidity Program to help counter the ongoing collapse of trade finance in the 
developing world. 
 
Last year, Ireland was the sixth-largest aid donor in the world in per capita terms. Notwithstanding recent 
difficult decisions in relation to adjustments of the Irish overseas aid program, this is likely to be 
maintained in 2009. Ireland remains very much engaged in overseas development, with a clear emphasis 
on hunger, food security and poverty alleviation, especially in Africa. 
 
At the time of the United Nations (UN) Summit last September, Ireland launched the Report of the 
Hunger Task Force, which was warmly welcomed and focuses on three areas where action can have a 
great impact: increasing smallholder agricultural productivity in Africa; targeting maternal and infant 
under-nutrition; and making hunger eradication a priority at both the national and international level. 
Ireland also announced, in January 2009, that the eradication of hunger would become a cornerstone of 
the Irish aid program, and appointed a Special Envoy for Hunger to assess the international response to 
the global food security crisis and advance measures to tackle this challenge. Ireland is also actively 
working with the UN Secretary-General’s High Level Task Force on the Global Food Security Crisis, and 
is keen to see the development of a new partnership that can put hunger at the top of the political and 
development agenda. 
 
IMF Assistance for Low-Income Countries 

The IMF has an essential role to play in assisting those with urgent balance of payment needs and we 
therefore welcome the action it has taken to promptly implement the outcomes of the London Summit, 
including the proposed doubling of access limits for low-income countries in a manner that is consistent 
with debt sustainability. Looking ahead, the IMF has laid out an ambitious work plan to thoroughly 
review its low-income country facilities and financing framework to ensure that it has the right tools to 
help the poorest and most vulnerable respond to this and future crises. I am encouraged by the direction in 
which this work is headed, and I encourage the Fund to work with the Executive Board to complete this 
review process rapidly. 
 
Debt Sustainability 

As the international financial institutions and donors continue to explore ways to mobilize additional 
resources to help low-income countries through the crisis, it will be important to keep in mind the need to 
avoid a new build-up of unsustainable debt levels. We must be mindful of safeguarding the significant 
progress achieved under the Enhanced Heavily Indebted Poor Countries Initiative and the Multilateral 
Debt Relief Initiative. We believe that the emphasis should be on providing additional resources to low-
income countries in the form of grants, and proposals to provide more non-concessional resources to low-
income countries should be approached with great caution, as countries’ risk of debt distress could shift in 
line with deteriorating economic conditions.  
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World Bank Financial Sustainability 

As a financial institution, the World Bank has itself been affected by the crisis, with the result that, should 
this be a prolonged crisis, the IBRD and IFC will experience pressure on their capital adequacy and 
ability to generate net income, including for continued contributions to support the International 
Development Association. It is essential that the IBRD and IFC remain financially healthy and viable in 
order to play their critical role in economic growth and poverty reduction, and we ask management to 
fully assess the implications of a prolonged crisis on the resource adequacy of these institutions and the 
role they will be able to play in crisis response. Management should bring forward a range of measures to 
strengthen the IBRD and IFC’s financial positions, for consideration by the Executive Board.  
 
World Bank Governance Reforms 

The economic crisis underscores the need for the international community to work together, and in this 
respect the World Bank and IMF play a critical role as both are key platforms for international 
cooperation and dialogue. A clear demonstration of this is the central role they are playing in monitoring 
the impact of the crisis on developing countries, bringing it to the attention of the international 
community and encouraging action. These institutions are important assets for the international 
community, and it is important that we ensure their legitimacy and effectiveness for the future. An 
important part of this is completing the World Bank’s governance reforms.   
 
This includes the ongoing work to improve the voice and participation of developing countries in the 
institution’s decision-making processes. We were very supportive of the agreement reached last fall to 
add a third seat on the Executive Board for Sub-Saharan Africa and to double “basic votes” to increase 
the relative voting power of the poorest and smallest member countries. Within this constituency, the 
governments of Ireland, Jamaica, Barbados, the Bahamas and Saint Lucia have already formally ratified 
this agreement and others, including the Government of Canada, are now taking necessary steps to do so.   
 
Over the next few months, we will actively participate in shaping a further phase of reforms, focused on a 
review and realignment of shareholding. We believe that an equitable shareholding alignment would be 
best achieved through the regular and reliable application of a World Bank-specific formula that has 
global economic weight as its foundation, but may also include other relevant factors given the 
institution’s development mandate.   
 
In addition, we note the importance of the work being done by the Executive Board on internal 
governance reforms, to support efficient and effective Executive Board decision-making, and to ensure 
that it provides strong oversight, accountability and strategic direction, while also leaving World Bank 
management with enough flexibility to respond to changing recipient country needs and circumstances in 
a timely manner. 
 
We also strongly believe that the heads and senior leadership of the international financial institutions, 
including the World Bank and IMF, should be appointed through open, transparent and merit-based 
selection processes, regardless of nationality. We are pleased that many members have expressed support 
for this. 
 
 
Statement by Mr. Timothy F. Geithner, Secretary of the Treasury, United States 
 
We meet at an unprecedented time when a severe global economic slowdown threatens to reverse major 
progress in poverty reduction.  The Multilateral Development Banks, led by the World Bank, have a 
critical role to play in mitigating the impact of the financial crisis.  These institutions are at the forefront 
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of our efforts to eradicate global poverty and promote balanced, sustainable growth.  We cannot afford to 
lose time or lose ground.  
 
At the recent London Summit, Leaders supported MDB plans to expand lending to over $300 billion 
during the next three years. Several of the MDBs are responding vigorously with higher volumes and new 
instruments.  This includes President Zoellick’s plans to provide up to $100 billion of IBRD funding, the 
fast tracking of IDA commitments, the IFC’s trade finance programs, as well as facilities to support bank 
recapitalization and infrastructure financing. Going forward, we encourage the World Bank Group to 
continue to explore flexible approaches, such as guarantees, to leverage official and private capital to 
address development needs. 
 
While most MDBs are focusing on mobilizing existing resources, many have completed or are preparing 
to launch capital reviews collectively for the first time.  At the London Summit, Leaders affirmed that the 
MDBs must have adequate resources, and we are committed to participating actively in their capital 
resource reviews.  These assessments also present a welcome opportunity for all of us, as shareholders, to 
engage in a systematic review across the MDBs to ensure not only that they have appropriate levels of 
resources, but also to promote fundamental reform. It is also critical that MDB resources are effectively 
deployed to achieve the maximum impact on long-term development objectives, including addressing the 
needs of the poorest. We should ensure that the missions and actions of the MDBs are clearly defined and 
coordinated with each other, the IMF, and other public and private donors.  Let me highlight a few 
priority areas that I believe should underpin such reviews:  
 
First is a commitment to good governance, which is key to institutional effectiveness.  This includes 
efforts to strengthen institutional risk management capacity and combat fraud and corruption.  On this 
point, I welcome the rigorous implementation of the Volcker Panel recommendations at the World Bank, 
and look forward to a similar robust adoption of recommendations of the Thornburgh Group at the Inter 
American Development Bank.  The internal controls review of IDA highlighted some important areas for 
improvement on fraud and corruption controls, and I welcome the World Bank’s action plan for 
addressing these weaknesses.    
 
Second, we should examine the relative roles of the international financial institutions, both in more 
normal economic circumstances and in times of crisis.  We need a clear division of labor that reflects the 
comparative strengths of each institution, both in the low income countries, and in those countries with 
strong external reserves and more developed financial systems.  This will include assessing how well the 
MDBs coordinate with each other to address major development priorities, such as the environment.  The 
World Bank Group is already making an exceptional contribution by leading a coordinated effort through 
mitigation and adaptation activities to combat the affects of climate change.  We applaud the World Bank 
Group and our international partners for working together to launch the Climate Investment Funds, which 
will make an immediate impact in addressing climate change.  
 
Third, we should evaluate whether each institution has demonstrated flexibility in its balance sheets to 
address the crisis, and an ability to leverage both public and private finance. The Asian Development 
Bank, for example, took steps to maximize its headroom as a part of its capital increase request, and the 
IDB has agreed to look at ways to further mobilize its balance sheet as a first step in its capital review.  
 
Fourth, we need to examine the capacity of the MDBs to adapt to change in the needs of its members, to 
demonstrate an ability to innovate and a capacity to achieve results.  The growing emphasis on results 
measurement, rather than lending volumes, represents a commendable and important shift at the MDBs. 
This focus should continue, even in the face of the crisis, when there is an urgency to get money out the 
door, for in a time of limited resources it is important to make sure every dollar counts. 
 



 45

A top priority must also be support for the poorest countries, including fragile and post-conflict countries 
that will disproportionately feel the effects of the crisis.  Here, a key test for the MDBs is the extent to 
which those institutions with concessional windows support the poorest. 
 
Taking a comprehensive approach to MDB resource reviews, we hope, will create a race to the top in 
achieving results and moving successfully through the crisis.  But the MDBs cannot do it alone; 
ultimately, it is the effective implementation of appropriate financial and economic policies that will 
determine the scope and pace of recovery among the poorest economies.  This must include a 
commitment to openness and resisting protectionist measures. The drop in trade flows is leading to 
precipitous declines in export revenues in developing countries, and maintaining access to international 
markets will be key to a balanced, sustainable global recovery. Moreover, as the recent food crisis made 
evident, the imposition of trade taxes, quotas and export bans only exacerbated the volatility of 
commodity prices and prolonged food shortages. 
 
In short, we have a collective responsibility to act.  Now that we have achieved unprecedented agreement 
on the right strategy and the right set of tools, we need to keep the pressure on to execute quickly and 
achieve a lasting, shared recovery.  The United States will sustain action as long as necessary to see 
growth resume, not just nationally but globally –an objective that is important not just for our shared 
prosperity but for our national security.  In the United States, we have adopted an ambitious and 
aggressive policy agenda that will strengthen our financial system and lay the foundations for economic 
recovery.  This includes the American Recovery and Reinvestment Act to create three to four million jobs 
and put resources into the hands of consumers and businesses, the Financial Stability Plan to cleanse and 
strengthen our financial institutions and restart the flow of credit, and the Making Home Affordable Plan 
to address our housing crisis and help millions of homeowners take advantage of historically low 
mortgage rates and avoid foreclosure.  
 
Finally, I want to affirm that the United States is on track to meet its Gleneagles Commitments to double 
Overseas Development Assistance (ODA) to Sub-Saharan Africa by 2010.  U.S. ODA was $7.6 billion in 
2008, putting us close to our goal of $8.7 billion by 2010.  At the recent Leaders Summit, President 
Obama pledged to work with our Congress to provide nearly half a billion dollars in immediate assistance 
to vulnerable populations and double support for agricultural development to more than 1 billion dollars 
in 2010, so that we can give people the tools they need to lift themselves out of poverty.  
 
We will work with our partners here and across the world on the vital measures that are necessary. As 
President Obama has said, we live in a time when our destinies are shared, but will be written by us, not 
for us. 
 
Statement by Mr. Jorge Giordani, Minister of Planning and Development, Bolivarian Republic of 
Venezuela8 
 
We welcome the deliberations of the Spring 2009 Development Committee, focused on the implications 
of the Global Economic Crisis and the Role of the International Financial Institutions.  
 
The global economy has plunged in what is perhaps the deepest global economic crisis in modern times. 
We commend the actions already taken by the World Bank Group (WBG) to respond to the current 
international situation by increasing lending, fast tracking procedures and developing new initiatives to 
help developing countries to achieve the Millennium Development Goals (MDGs) by 2015. 
 

                                                 
8   On behalf of Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain, República Bolivariana de 
Venezuela. 
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We would like to recognize the World Bank’s efforts to ensure a timely and effective response to the 
crisis. We welcome the World Bank commitment to increase its lending volumes to 100 billion dollars 
over the next three years, an amount for each of these years that more than doubles the average yearly 
amount of past years, as well as the World Bank commitment to fast-tracking IDA 15 resources.  This 
rapid scale up in lending, together with the other World Bank’s initiatives to mobilize resources are 
placing this institution in a strategic position to help developing countries to address its development 
needs during the current critical juncture of the world economy.  
 
However, looking at a longer period, we are concerned that the lending capacity of the World Bank could 
be compromised if the global financial crisis happens to be deeper and last longer than expected.  As the 
World Bank’s Medium Term Strategy and Finance Paper pointed out, the implication for the World 
Bank’s net income and capital adequacy position of a prolonged recession in the world economy would 
be significant.   
 
Even though there is still a high degree of uncertainty about the duration and intensity of the current 
global financial and economic crisis, we should be prudent in our planning.  We share the views that the 
priorities for the World Bank should be to preserve an adequate long-term lending capacity, to maintain 
the net income transfers to the International Development Agency (IDA) and to maintain the needed 
financial soundness.  In this context, we are ready to discuss and analyze all options aimed to strengthen 
the financial position of the World Bank. 
 
Impact of the Crisis and Institutional Reforms  

Recently the economic activity and financial development were characterized by innovative and 
sophisticated products with high risk, financial speculative components and high exposure investments.  
These elements led the world’s economy to an unsustainable financial bubble. The failure of capital 
markets to allocate resources efficiently and to support the capacities of the real economy and the 
productive system has created the global financial crisis.  
 
The implications of this situation suggest the creation of a new set of instruments for the WBG. It also 
requires to develop and to innovate in the domain of systemic risk, adequate regulations, and the 
fundamental economic basis needed to preserve stability in the global financial and economic system.  
 
In view of the above, we suggest that the World Bank promote a comprehensive and deep revision of the 
international financial global economic framework implemented in the most advanced economies as well 
as in the developing countries financial markets. The Bank must help to preserve the financial stability 
and the capacities of the regulatory institutions.  
 
The impact of the energy and food prices, as well as the global financial crisis have become a 
multidimensional phenomenon. This crisis has broadly affected human aspects of the world society and 
the productive system.  In this regard, employment must be among our main concerns as it is one of the 
primary resources of human welfare. In addition, human capital must be one of the main instruments of 
international development financial institutions to fight against poverty and foster economic growth.  
 
The impact of these adverse economic conditions is massive.  It is causing a heavy increase in 
unemployment in most countries in all regions of the world economy accompanied by a huge deficit in 
production, the rise in poverty and, high levels of social dissatisfaction. 
 
Latin America and the Caribbean have already been heavily impacted by the world financial and 
economic crisis but the worst is still to come. Thus, a prompt mitigation action plan is required to support 
the implementation of countercyclical policies, anti-crisis stimulus packages and supporting economic 
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and social development programs as well as promoting public investment particularly in the poorest 
regions.  
 
We commend the World Bank action as a key factor to preserve developing countries development 
achievements given their vulnerabilities and fragilities by promoting employment and gender equality in 
the world and, in particular, in Latin America and the Caribbean.  
 
Priority Actions toward a Resilient Economy 

In order to mitigate the negative effects of the crisis, the definition of prompt and flexible and efficient 
policies and actions is needed. In this regard, we urge donors to fulfill their commitments to help the 
poorest of the world. Multilateral Development Banks (MDBs) must take immediate actions in order to 
help developing countries to face the crisis providing countercyclical assistance and supporting the public 
and private sectors in low and middle-income countries. 
 
The world economy should be assisted with a program of meaningful investments to respond to the needs 
generated by the crisis and to mitigate the effects on developing countries.  It is necessary to promote 
changes in the international financial system so that most developing countries can have access to capital 
markets in sustainable conditions.  
 
At this stage, global aggregated demand should be supported in order to promote the recovery of the 
economic activity, to support development and to resolve problems related to trade sustainability and 
global growth.  
 
The Achievement of Millennium Development Goals (MDGs) 

The international community must gear its efforts to the achievement of the MDGs. The current economic 
crisis will have adverse effects on the progress made on recent years, particularly in the provision of 
health services for the poor. During the current economic crisis, it will be necessary to support health 
programs to fight HIV/AIDS and malaria and to strengthen health systems and to continue supporting 
education initiatives for all.  Nutrition and maternal mortality should also have to be priorities. 
Reproductive health is fundamental to avoid the high level of maternal mortality in several countries. It is 
also important to maximize the efficiency of the existing programs in particular those aimed to decrease 
children mortality in poor and vulnerable populations. We should also support both the public and private 
sectors providing health services and primary and secondary education related to the MDGs.  It is critical 
that the policies, which foster the private sector, are flexible, innovative, and efficient, and should help the 
governments to develop regulatory and supervision capacities as well as efficient accounting systems.  
 
The World Bank Group Response to the Crisis 

The response to the crisis in order to mitigate its adverse effects on developing countries must be global, 
and should be fast and flexible. The stabilization of the international financial markets, the reestablishing 
of the economic growth and the preserving of the achievements of the MDGs must be a priority.  The 
WBG has an important role to play in this regard. 
 
We welcome the World Bank and the International Development Agency (IDA) fast-disbursing of 
resources through Development Policy Loans, and Investment Loans. That will allow developing 
countries to strengthen the fiscal policies, to finance social safety nets programs and infrastructure 
investment projects. The focus should be placed on projects that support economic growth and programs 
for the poorest and most vulnerable populations – safety nets programs – with the double purpose of 
mitigating the negative effects of the global crisis and encouraging the beginning of long-term growth. 
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We recognize the efforts and the solutions sought by the Bank, which intends to almost triple IBRD 
lending in fiscal year 2009 from US$ 13 billion to US$ 35 billion, and could reach US$ 100 billion over 
the next three years. We also welcome the IDA Financial Crisis Response Fast-Track Facility, which 
allows for front-loading up to 2 billion dollars to assist low-income countries to mitigate the impact of the 
crisis.  
 
Moreover, we recognize the role and efforts of the International Finance Corporation (IFC) in the current 
financial crisis in helping the private sector. We welcome the initiatives put forward by IFC to counter-
attack the effects of the crisis in the private sector. In this respect, we would like to highlight (i) the 
expansion of the Global Trade Finance Program (GTFP); (ii) the creation of a Global Trade Liquidity 
Pool (GTLP); (iii) the Infrastructure Crisis Facility, and (iv) the creation of a Microfinance Enhancement 
Facility. 
 
Improving South-South Trade and Cooperation 

The international trade is projected to contract sharply in 2009 and all developing countries will be 
affected. – It is necessary to broaden international trade and to improve the cooperation relationships 
among emerging economies. To achieve this objective, we urge the Bank to develop and design new and 
innovative strategies and policies oriented to increase the South-South cooperation.  
 
We propose the World Bank to provide technical and financial assistance to promote and foster the 
exchange South-South, under the principles of transparency, reciprocity, cooperation, and solidarity, 
encouraging a fair distribution of the benefits. It is important to promote the South-South exchange of 
goods and services in accordance to the norms established in the multilateral commerce system, as well as 
to support the new mechanisms and regional financial institutions whose mission is to strengthen the 
integral development of the nations through the utilization of their potential. 
 
Scaling Up Aid to Poor Countries and the Vulnerability Financing Facility (VFF) 

We welcome the Bank’s efforts to help mobilize additional resources to provide crisis support for the 
poor and most vulnerable populations of the Institution’s borrower countries.  
 
We concur that the World Bank should be actively involved in thinking of innovative ways to develop 
and implement projects and programs in the economic and social sector.  The Vulnerability Financing 
Facility and its two areas of focus - agriculture and employment, safety nets and basic social services - are 
seen as important aspects of this response, specially in facilitating the flow and access to resources by 
those most in need.  Nevertheless, we do caution that these should be seen as temporary emergency 
measures and therefore avoid the fragmentation of development initiatives. 
 
We also recognize the efforts recently made by donor countries to scale up aid to support poor countries 
and to increase the funding of International Financial Institutions (IFIs) during this difficult time. 
However, we would like to urge donor countries to accelerate the delivery of their aid commitments to 
poor and vulnerable countries. In this regard, it is worth mentioning that the Global Monitoring Report 
(GMR) noticed that the mobilization of international development aid is uncertain, and alerted us with 
great concern about the possibility of a decrease in the development aid for the developing countries. We 
believe that if we want to weather the crisis in a countercyclical manner, development aid should not be 
reduced in this critical time because that would deepen economic downturn in the developing countries 
and would lengthen the recession in the world economy.  
 
The community of international donors and the IFIs must fulfill the mobilization of the international 
development aid in order to achieve the Gleneagles objectives. It’s worth noticing the fulfillment of the 
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commitments of Gleneagles cover only a fraction of the resources that the developed countries have 
destined for fiscal stimulus purposes and to rescue their trouble financial institutions.     
 
We support a strong collaboration and coordination between the World Bank Group and the United 
Nations Economic and Social Council (ECOSOC), the International Monetary Fund (IMF), Regional 
Initiatives, the World Trade Organization (WTO), MDBs; and other development regional partners in the 
context of the implementation of the Monterrey Consensus and the Doha Declaration on Financing for 
Development 
 
Finally, we commend the decision taken by IDA to help low-income countries to face the crisis, such as 
the front loading and fast track initiatives. However, IDA resources might not be enough to help poor 
countries and alternative sources should be sought. The Bank should analyze the possibility of an early 
replenishment of IDA-16 or a similar scheme that provides additional resources to IDA countries. 
 
Voice and Participation Reform at the World Bank Group 

We welcome the adoption of the Resolution No 596 by the Board of Governors on January 30, 2009, and 
the strong majority of votes by which it was adopted.  Also, we are looking forward for a swift approval 
of the proposal to increase basic votes in the coming months, an increase that requires an acceptance of 
three-fifths of the members and 85% of total voting power as well as the forthcoming election of third 
Executive Director for Sub-Saharan Africa. Looking ahead, we are confident that we will be able to reach 
a consensus on the realignment of shares of all member countries based on the consensus criteria among 
developed and developing countries. 
 
 
Statement by Mr. Aleksei Kudrin, Deputy Prime Minister and Minister of Finance, Russian 
Federation 
 
Implications of the Global Economic Crisis for Developing Countries and the Role of International 
Financial Institutions 

The circumstances surrounding this meeting of the Development Committee call for self-reflection and 
decisive action. I suggest that from now on, the Development Committee should regularly discuss 
systemic risks to the global economy and what needs to be done to manage them responsibly. Some of 
those risks derive from the situation of development emergency associated with re-emerging absolute 
poverty, worsening social indicators, and possible political unrest. For the first time since the World War 
II we face the contraction in global economic growth and trade. The situation is aggravated by drastic 
reduction in private capital flows to the developing world, including freeze in cross-border bank finance, 
and sharp decline in remittances. 
 
We understand that different groups of countries are in different state with respect to providing counter-
cyclical fiscal stimulus to their economies. Furthermore, emerging and developing countries differ in their 
ability to address current challenges depending on their pre-crisis fiscal and balance of payment positions 
as well as quality of macroeconomic policies. An effective fiscal and monetary stimulus could be afforded 
only by those who had sustainable fiscal balances and sufficient reserves. As a result, the developing 
world is largely the weakest link in our collective response to the global crisis. We strongly believe that 
developing countries can and should be part of the solution. 
 
Large stimulus packages adopted by some developed countries imply a heavy reliance on growing budget 
deficits to be financed by huge increases in national debt. That, by the way, will further inhibit the ability 
of emerging and developing countries to access international capital markets. 
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One of the most important options in terms of providing a meaningful anti-crisis response in developing 
countries is associated with the enhancement of the multilateral financial institutions, including 
multilateral development banks (MDBs). As emphasized by the presidents of major MDBs at the G-20 
Summit in London, the role of their banks as a source of predictable and affordable financing that can 
leverage substantial funds at very limited costs to shareholders is significant. 
 
Yet, there are some issues of strategic nature that will determine whether the MDBs will be able to play 
their designated role in this response. Serious financial constraints met by many of MDBs raise doubts in 
their ability to deliver on a looked-for scale. The World Bank is already using their capital at a rate not 
previously expected. While there may be some room for maneuver through increase in leverage ratios 
within existing capitalization, we would not regard this as a sustainable way of dealing with the issue. 
After all, excessive leveraging is one of the key reasons of the current crisis.  
 
In this context, we should not exclude the option of considering a general capital increase for the World 
Bank at some point in time. Without fresh resources, some MDBs, especially those dedicated to private 
sector support, will find their lending room constrained in a not so distant future. The net incomes of IFC 
and EBRD are already crossing into negative area. As a way forward, it might be useful to evaluate 
prudential ratios and capital adequacy of all multilateral development institutions thereby enhancing their 
transparency and comparability of financial reporting. 
 
Another critical issue for the MDBs is the availability of effective counter-cyclical instruments at their 
disposal. These should be flexible, fast disbursing instruments designed to provide substantial front-
loaded assistance to developing countries facing financing gaps in the context of the current crisis. The 
list can include traditional fast-track instruments that MDBs can deploy under streamlined operational 
procedures. The MDBs should continue to simplify their operational procedures, progressively increase 
utilization of the country systems and the speed of reviewing client requests and preparing projects. 
 
MDBs should use innovative approaches to assist countries in dealing with market volatility such as local 
currency borrowing, hedging facilities, risk-sharing arrangements with public and private donors and 
creditors, guarantees for credit enhancement including those for government issuances, and sub-sovereign 
lending. To address grim situation faced by many partners we should not shy away from any 
unconventional solution to maintain short-term trade finance for poor countries. 
 
Direct support to the private sector and the use of MDBs’ balance sheets for mitigating risks and catalyze 
private sector flows to the developing countries should be regarded as an integral part of the global anti-
crisis action. Without a strong response from the private sector, the growth in global economy will not 
resume. There are various ways, in which MDBs can effectively step up support to private sector. They 
include: 
 

- guarantees to facilitate bond-issuance; 
- encouragement of private and public investments in infrastructure; 
- bank recapitalizations; 
- advisory and financial assistance to investors from developed and emerging economies who 

are willing to enter poorer markets in difficult times; 
- refinancing by means of syndicated instruments, under which e.g. IFC lends not only its 

own funds but also funds mobilized from other participants; 
- trade finance.  
 

We welcome the efforts of the World Bank Group to this end and expect the results of the thorough 
review of its capital adequacy in the near future to make sure there are sufficient resources for scaling-up. 
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We welcome the work done by the World Bank so far on its Vulnerability Financing Facility, particularly 
the establishment of the Rapid Social Response Program. We appreciate highly flexible design of these 
operations accommodating various needs, interests, and specific situations in member countries. We 
intend to contribute funds to the Vulnerability Financing Facility based on the assumption that in utilizing 
our contribution the Bank will take into account our geographic and sector priorities. 
 
In this context, we would like to note that Russian Federation is providing assistance to a number of 
crisis-hit countries, particularly within its region. Since the second half of 2008, Russia has extended to 
Belarus $2 billion in stabilization loans. Agreements have been reached to provide a $2 billion loan to the 
Kyrgyz Republic and a $500 million stabilization loan to the Republic of Armenia.  In addition, Russia 
will contribute $7.5 billion to the proposed $10 billion Eurasia Economic Union Anti-crisis Fund that will 
be established by Armenia, Belarus, Kazakhstan, Kyrgyz Republic, Russian Federation and Tajikistan. 
Some other additional measures are being considered. 
 
Voice and Participation 

We welcome the progress that the World Bank and its shareholders have made on the voice and 
participation reform since the 2008 Annual Meetings. We appreciate the constructive spirit, in which our 
colleagues have reached the compromise and thank the World Bank management for facilitating the 
intense consultations that preceded the approval of the package. We consider the first phase of reform an 
important and positive development, even though we recognize that it is proceeding without sufficient 
clarity with respect to its objectives and strategy. 
 
We hope that the proposed increase of basic votes to 5.55 percent of total votes accompanied by the 
notable allocation of 7,117 unallocated shares to sixteen DTC members; and adding an additional 
Executive Director to represent Sub-Saharan Africa, will strengthen the DTC’s say in and contribution to 
their own and global development.  
 
As we stated before, the success of the voice and participation reform should be judged by incentives that 
it creates: 
 

 for the DTC to accelerate their development; 
 for  the developed countries to provide development assistance to the DTCs, and 
 for both, developed counties and DTCs to join forces in tackling global challenges. 

 
The current financial and economic crisis has confirmed that we cannot rely on the wisdom and 
experience of the developed countries alone to shield the world from such serious setbacks. The 
developing and transitional countries that had little control over the factors that triggered the crisis are 
now bearing heavy economic and social costs. The world needs more mutual accountability, and greater 
voice and participation of the DTCs in the affairs of the World Bank is one way to provide it. This is why 
we have joined other countries in supporting the voice and participation reform at the World Bank. 
 
The next phase of reform represents a greater challenge for all of us. First, the voice and participation 
reform agenda is competing for the attention of decision-makers with the anti-crisis agenda, which, 
arguably, is more critical, at least, in the short run. Second, there are no more authorized but unallocated 
shares that could be used for offsetting shareholders’ loses of voting power.  
 
The voice and participation reform will work only if we design it to deliver what it promises. However, if 
the scope of reform is limited to a reallocation of shares, it will be unable to deliver the promised results. 
In an organization, where the shareholders do not feel they have enough voice to provide the necessary 
oversight and policy guidance, redistribution of votes among them will not make a meaningful difference.  
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Internal governance reform and enhancing participation of developing and transition countries in the 
World Bank Group requires: 
 

 increasing staff and management diversity that should be supported by more insightful 
recruitment and more effective on-boarding programs;  

 stronger engagement of clients into design and implementation of the Bank-supported 
programs;  

 unrestricted and merit-based selection of the President; and 
 decentralization, whenever there is a business case for it. 

 
 
We consider parity between the DTCs and developed countries a notion that needs to be judged in a 
context. At this stage of reform, it points us in the right direction. However, we believe that the ultimate 
objective of the voice and participation reform, against which all its principles and targets should be 
measured, is maximizing development effectiveness of the World Bank.  
 
We look forward to the second phase of reform that needs to be development mission-oriented, inclusive, 
transparent, principle-based, realistic, and should strike an appropriate balance between its pace and the 
quality of the reform process. 
 
 
Statement by Ms. Christine Lagarde, Minister of the Economy, Industry and Employment, France 
 
This year’s Spring Meetings of the World Bank and the IMF are taking place at a critical juncture in the 
international response to the severe crisis affecting the global economy. The London Summit of the G-20 
Heads of State and Government gave the Bretton Woods institutions a pivotal role in the global response 
to the challenges posed by this crisis, by agreeing to an unprecedented boost in IMF resources and calling 
on the World Bank to mobilize all of its resources. This agreement will enhance the ability of both 
institutions to effectively contain the global recession and prevent a reversal of the gains made in recent 
years in the area of poverty reduction, especially in Sub-Saharan Africa.  
 
The new emerging international financial architecture also seeks to protect the most vulnerable 
populations suffering from this crisis. This requirement led the G-20 to give priority to development 
support and poverty reduction and forces all donors to face up to their responsibilities (1); In a context 
where they are urged to deploy all their resources, financial institutions must lead by example with 
respect to coordination and uncooperative jurisdictions (2); The crisis also requires that particular 
attention be paid to the issue of addressing indebtedness (3); and aid-for-trade (4); The World Bank must 
be at the very heart of this process by completing a far-reaching reform of its governance and its business 
model in order to sustain its capacity to intervene in crisis situations and address long-term development 
needs (5). 
 
The current crisis reminds us of our responsibilities with respect to the challenge of poverty reduction 
and achievement of the Millennium Development Goals. Against this backdrop of turmoil, international 
solidarity is an intangible necessity. For this reason, France is reaffirming its official development 
assistance commitments, with a view to allocate to this effort 0.7 percent of its gross domestic product by 
2015. Specifically, our goal—disclosed just over a year ago in a speech delivered by the French President 
in Cape Town—of doubling our commitments to Africa will bring our total commitments to the continent 
to EUR 10 billion over a five-year period. 
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At the same time, we encourage the World Bank to continue to accord the highest priority to poverty 
reduction, and thus deploy, first and foremost, its interventions for the benefit of the poorest. With 
President Zoellick at the helm, the World Bank, in 2008, demonstrated its remarkable capacity to respond 
to successive crises. We commend the staff for their dedication and urge them to marshal all of the World 
Bank’s resources to at least triple its commitments over the next three years. France will mobilize its 
bilateral cooperation tools to support these efforts. Proparco, a subsidiary of Agence française de 
développement for private sector financing, has pledged up to EUR 1 billion in cofinancing under the 
IFC’s Infrastructure Crisis Facility. 

 
In a context where optimal use of public resources is imperative, international financial institutions must 
lead by example. Exemplarity, first in terms of coordination among themselves i.e. the coordination of 
their mandates and respective comparative advantages. The IMF must therefore play a key role in 
restoring financial stability and macroeconomic balances. Multilateral banks, for their part, have a 
legitimate primacy in long-term development and support to public services essential to poverty 
alleviation efforts, in particular social safety nets. 
 
Exemplary behavior in terms of strengthening the financial system and taking actions against non-
cooperative jurisdictions is then required. Indeed, pursuant to the recommendations adopted at the 
London G-20 summit on April 2, 2009, and without affecting the development projects that must be 
maintained to continue supporting the poorest populations, the World Bank and the other financial 
institutions must send a clear signal denouncing nontransparent financial optimization. We must, without 
delay, work together to explore ways to incorporate this essential approach into the new equilibria of the 
international financial system. 

 
With respect to indebtedness of low-income countries, the unprecedented nature of the current crisis calls 
for a two-pronged message. First, a message of prudence. The current crisis, as has already been stated, 
requires urgent and major actions. This sense of urgency must not lead to losing sight of the long-term 
implications of our actions. We must do our utmost to avoid a new cycle of unsustainable borrowing in 
the poor countries, which would endanger the results of the debt-forgiveness efforts made over the last 
two decades. France believes in the need to coordinate and monitor new borrowing conditions of the most 
vulnerable countries. It supports the central role played by the IMF and the World Bank in promoting this 
coordination through, in particular, the Debt Sustainability Framework (DSF), which establishes the 
conditions for responsible financing of development in low-income countries. 
 
However, and this is the second message, the unprecedented scope of the crisis and the need to mobilize 
significant resources must prompt examination of the flexibility of the DSF, in line with G-20 guidelines. 
This flexibility should combine two factors: first, the benefit of strengthening the use of the DSF, which 
has now been embraced by donors and beneficiary countries alike, as a benchmark for providing new 
financing and, second, the need to pay greater attention to the development impact of the financing under 
consideration. 
 
Steps should be taken to ensure that the use of the DSF does not generate procyclical effects, given that 
the role of donors is precisely to offset the effects of this crisis on financing for the most vulnerable 
countries. Moreover, the development of countercyclical concessional lending instruments particularly 
tailored to countries that are especially vulnerable to exogenous shocks—in general, poor countries—
should be encouraged. 
 
Aid-for-trade has become central to economic development. Trade is a powerful engine of growth that 
will help vulnerable countries lift themselves out of poverty. The Bretton Woods institutions have an 
important role to play to ensure that open trade will benefit the poorest countries. We support the World 
Bank’s approach in making its trade assistance to developing countries encompass not only aid-for-trade, 
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but also private sector support and trade finance in the form of guarantees and liquidity. In the current 
context, developing trade is vital, now more than ever, in order to check the temptation to fall back on 
protectionism. France’s aid-for-trade accounts for a major portion of its bilateral official development 
assistance, fueled by an ambitious effort to support the private sector, particularly in Africa. France will 
also contribute US$200 million to IFC’s trade finance initiatives, as part of the World Bank’s crisis 
response. 
 
Lastly, the crisis has underscored the need for international governance reform. The response of the 
World Bank should be commensurate with the new challenges faced. In 2008, we jointly agreed to lay the 
foundation, at both the IMF and the World Bank, for the most ambitious reform since the founding of 
these institutions, with very significant gains accruing to the poorest countries. To maintain this 
momentum at the World Bank, strengthening the voice of developing countries, something for which we 
fervently hope, must be based on changes in the relative weight of the various countries in the global 
economy, as reflected by IMF’s actual quotas. We would also like this reform to take into account 
contributions made to the Group in particular to IDA, as stated in the last Development Committee’s 
communiqué, which calls for adopting criteria consistent with the World Bank’s development mandate. 
Indeed, being a shareholder of the World Bank also implies having a responsibility to the institution. 
Moreover, we will pay close attention that the voice of the most vulnerable countries is better heard at the 
World Bank. This entails not only increased voting rights for these countries, but also their subscribing 
the shares to which they are entitled, particularly in IDA. In this regard, France stands ready to financially 
support countries that make an effort to subscribe their IDA shares, by depositing up to EUR 1 million in 
a trust fund established for this purpose. 
 
If governance reform is to be far-reaching in both form and substance, we would like to see the rapid 
implementation of the decisions of October 2008 related to Voice, in particular the establishment of the 
third seat for Africa at the Board, and we appeal for an acceleration of the second phase of reform, as 
proposed by the G-20, to be completed by the 2010 Spring Meetings. 
 
Beyond changes in ownership, the new governance framework should be founded upon a sustainable 
financial position, so that the World Bank can fully discharge the obligations associated with its poverty 
reduction mandate. The Group has substantial resources at its disposal to assist its members, resources 
that are far from being depleted.  Consequently, the discussion of IBRD and IFC capital increases is 
premature.  It should not serve as a distraction from making full use of current capital and from 
conducting a review of how to make optimal use of the World Bank’s budget and instruments. Given the 
financial crisis, which also puts a strain on its own financial model, the World Bank must strike a balance 
between two imperatives that are not mutually exclusive, but rather are mutually reinforcing: making 
maximum use of its resources with the dual objectives of fighting the crisis and ensuring long-term 
development, and maintaining a sustainable financial position that guarantees the ability to respond to 
potential future crises. 
 
 
Statement by Ms. Doris Leuthard, Federal Councillor, Minister of Economic Affairs, Federal 
Department of Economic Affairs, Switzerland9 
 
At the closing of our last meeting in October, we knew we were facing tremendous challenges in the 
financial sector in developed countries, and tumultuous times for the world economy. Since then, this 
downturn has unfortunately developed into a global recession and the most severe crisis since the Great 

                                                 
9  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia, Switzerland, Tajikistan, Turkmenistan and Uzbekistan. 
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Depression. World economic growth, net private capital flows and trade volume will turn negative in 
2009, for the first time since World War II. Hardship is already being felt by families, workers and 
enterprises all around the world. Millions have lost homes, assets, credit access or jobs and are threatened 
to fall into poverty. The dramatic impact of this crisis demands urgent and exceptional actions by the 
international community. 
 
The governments in developed and emerging countries have risen to the challenge, deploying massive 
and unprecedented monetary, financial and fiscal measures. Coordination across countries has been, by 
and large, exemplary. The on-going steps to restore stability and to strengthen financial regulatory 
systems are going in the right direction; fiscal stimuli contribute to reinvigorate sluggish demand, support 
growth and protect the vulnerable. But much more is required to re-establish confidence in the markets 
and revamp growth prospects; many uncertainties remain. Governments and the private sector have to be 
prepared for appropriate action until an upward trend is again sustained. 
 
In these challenging times, a strong multilateral system is more than ever needed to catalyze political will, 
to coordinate action and to leverage resources. At the same time it is crucial to maintain debt 
sustainability to preserve countries’ opportunities after the crisis. The magnitude of the threats to the well-
being - and even survival - of millions of human beings illustrates the limits of individual action by 
nations. It reminds us of the primacy of multilateralism to address global challenges and provide public 
goods. In that context, the Financial Stability Board, with its broadened membership and expanded 
mandate, and the substantial increase in resources envisaged for the IMF augur well of the way forward. 
As regards the World Bank, we expect that, by the end of this Spring Meeting, we will collectively 
succeed in shaping a path that will reinforce its relevance, viability and capacity to respond effectively to 
the immediate and longer-term development needs of its members. 
 
Facing a Development Emergency 

While it originated in the developed countries, the current crisis has spread rapidly and inexorably to the 
developing world. The latter is severely affected through large reductions in exports, commodity prices, 
remittances, foreign direct investments and access to credit; the impact on growth, employment and 
income is devastating. For many poor countries this is development in reverse, with globalization 
transmitting negative waves with greater power and speed. This massive shock comes on the heels of the 
food and fuel prices crisis in early 2008. Many developing countries are entering a danger zone, where 
their development prospects are imperilled and the hard-won gains of the recent years are threatened. 
 
It is estimated that up to 90 million people may fall into extreme poverty in 2009 due to the sharp 
economic slowdown, adding to 100 million trapped in poverty following the food price crisis. This is a 
terrible reality which tells only part of the story. The Global Monitoring Report (GMR) 2009 is helping us 
to better understand the amplitude of the emergency. Indeed, lessons from the past suggest that growth 
collapses in developing countries are first and foremost associated with rapidly deteriorating human 
development indicators including higher infant deaths, increased malnutrition and poorer education 
outcomes. All these negative indexes being further exacerbated for the girls. 
 
Last year, half way to 2015, we were concerned that the world was falling behind in its efforts to reach 
the eight Millenium Development Goals (MDG). Still, some goals such as poverty reduction, gender 
parity in primary and secondary education, and access to clean water were expected to be achieved at the 
global level. One year later, there is no such certainty anymore! The overall outlook for the MDGs has 
now become even more worrisome due to the global crisis. Building on its strong presence at country 
level, the World Bank has an important role in the monitoring of the global and disaggregated progress 
and trends towards the MDGs. In this context, the GMR is a crucial instrument for the international 
community to assess its performance in the fight against poverty. This has to be better reflected in next 
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year GMR. We call on management and the Board of Executive Directors to reinforce the GMR's 
monitoring component and to revisit its concept and format. The report should better reflect the impact of 
the crisis on the poor and vulnerable in different socio-economic contexts and give recommendations on 
how to tackle the challenges from a global perspective. 
 
Urgent actions are required at the international level to reaffirm the world’s commitment to the MDGs 
and to boost the cooperation for development. For its part, the Development Committee must undertake to 
better explain this unfolding drama to its various constituencies and to actively promote the search for 
concerted global responses.  
 
Boosting the World Bank Group’s Response 

Over the past months, the World Bank Group (WBG) has embarked on timely and substantial 
countercyclical interventions to assist emerging and developing countries to weather the consequences of 
the crisis. We welcome these efforts which demonstrate the responsiveness and flexibility of the 
institution. At the same time, we urge the WBG to ensure a close coordination with other development 
partners such as the IMF, the UN and the Regional Development Banks.  
 
The Bank has available a number of tools and instruments well designed for a crisis response, building on 
past experience. The development policy loans and the conditional cash transfer programs have proven 
extremely valuable and effective to strengthen social safety nets for the most vulnerable. Advisory work 
has helped developing countries in the design of well targeted policy responses. IFC has been rapid and 
innovative in shaping new initiatives to address the needs of the private sector in developing countries, 
successfully leveraging large donors’ funding. We commend the WBG for all these achievements. 
 
But more may be required from the WBG in the months to come, considering the depth of the current 
crisis. We believe the institution is in a prime position to further facilitate a global response and to 
mobilize additional resources for its affected members. But such an undertaking should respect the 
following guiding principles: 
 

1. The financial viability and AAA-rating of the WBG is of paramount importance. We 
acknowledge the solid current capital basis. Any expansion of new commitments must remain 
fully consistent with a prudent management of the financial position of the institution. We 
request the Board to continue applying strict fiduciary oversight when discussing the WBG 
administrative budget, pricing policy, loan loss provisioning, net income allocation and risk 
management. We are pleased to note that the current capital basis is sufficient to temporarily and 
significantly increase the Bank Groups activities. We acknowledge the need, in accordance with 
best management practice, for reviews of the capital adequacy and possible options to strengthen 
the financial sustainability of IBRD and IFC by Management and the Board. 

 
2. The crisis response should not affect the Bank’s longer-term development agenda such as climate 

change or support to fragile states. We request management and the Board to revisit the Six 
Strategic Themes and clarify further the WBG strategic framework in the context of the evolving 
crisis. 

 
3. Means and instruments to respond to the global crisis must be time-bound so that they do not 

crowd out the private sector and do not compete with financing needs for longer-term 
development objectives when times of sustainable growth have returned. 
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4. The WBG operations have to maintain high standards in respecting and promoting best 
practices, safeguards and solid results-based approach even in times of crisis. The actions being 
undertaken will have to pass the test of quality and development effectiveness over time.  

 
At this stage, we are confident that the WBG is well-equipped to respond – in close coordination with 
other development partners - to the needs of its larger borrowing clients. On the other hand, we are 
concerned about the situation of the low-income countries. The successful replenishment of IDA-15 
certainly provides a substantial envelope of resources and the decision of the Board by end 2008 to fast-
track up to 2 billion USD is welcome. But the huge needs to confront the rapidly deteriorating human 
development in the poor countries impose additional significant efforts, taking into account country-
specific characteristics. 
 
First, it is crucial that the Bank improves rapidly its commitment and disbursement performance under 
IDA, so that the annual commitment capacity of up to 14 billion USD is fully used. Second, the Bank 
should better exploit the flexibility built into the lending modalities for low income countries. However, it 
is of paramount importance to maintain debt sustainability also through times of crisis and beyond. 
Likewise, temporary access of low-income countries to IBRD lending, on a selective basis is welcome as 
long as it does not compromise sound debt management principles. Third, we encourage management to 
mobilize and leverage additional donors’ funding while avoiding the proliferation of trust funds and 
special donor-driven modalities and procedures. 
 
We fully support the WBG assistance directed towards the private sector in low and middle income 
countries; this is a crucial dimension for an effective response to the crisis. With private flows to 
developing countries drying up, it is essential for the WBG to support developing countries’ business 
environment, banking sector and trade finance to restore confidence and enable a progressive sustainable 
and equitable growth. Support provided to trade-related activities, value chains and infrastructure, 
coupled with coherent, domestic economic policies, are crucial to leverage the poorest countries’ efforts 
to integrate into the global economy. The IFC Private Sector Platform is therefore timely and focused.  
 
The Doha round has unfortunately made little progress during the last few years. We are certain however 
that a sustainable and predictable multilateral trading system remains more than ever essential to ensure a 
sustainable and equitable global system. We strongly call for a successful conclusion of the multilateral 
trade negotiation, which would boost dramatically the prospect for an early economic recovery and help 
resist national temptations of applying protectionist and trade distorting measures that would be 
devastating at the international level. 
 
Strengthening Voice, Participation and Internal Governance 

We welcome the satisfactory progress in implementing the actions we endorsed last October as the first 
phase of the Voice and Participation reform. The Resolution No. 596 has been unanimously adopted by 
Governors, demonstrating the merit of the consensus-building process followed in the preparation of the 
first package of reforms. We look forward to a rapid implementation of all agreed measures, including the 
creation of the 25th chair for Sub-Saharan Africa in the Board of Executive Directors. 
 
With both progress and momentum solidly established, the agreed second phase of the reform has to 
follow. Under the package agreed last fall, we endorsed a two-year work program listing detailed stages 
to proceed towards the submission of concrete proposals for decision. We reiterate our support for these 
necessary and well-articulated stages, as well as our firm believe that the outcome of the IMF quota 
discussion should adequately inform the second phase of the reform at the WBG. The Bank’s 
shareholding must adjust over time to the evolving weight of all members in the world economy, while 
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strengthening the voice of the poorest countries and the most under-represented members. It must also 
properly take into account the contributions to IDA. 
 
In view of the unfolding financial crisis and the concerted response by the international community, 
several members – including the G-20 at their recent London Summit - have suggested that the timetable 
of the reform be accelerated. Although we share this feeling of urgency, we wish to caution against over-
optimistic expectation with this critical second phase of the reform process. Criteria and principles for 
IBRD and IFC shareholding reviews will need to take into account numerous - at time competing - factors 
and parameters. 
 
Therefore, to reach a consistent and sustainable outcome, consensus-building among all members and 
close coordination with on-going processes addressing WBG’s financial position and internal governance 
will be essential. To this effect, a realistic timetable will be of paramount importance; we believe that the 
original work plan provides more assurance in this respect. We are nevertheless ready to join a consensus 
on an accelerated work program, as long as the process remains fully transparent and inclusive. We 
request the Board of Executive Directors to work diligently and effectively with management towards this 
high priority goal. The Board must submit for consideration initial concrete proposals and a detailed work 
plan by the 2009 Annual Meeting. 
 
Finally, as regards the Internal Governance, we acknowledge the work and achievement of the Board in 
improving further its effectiveness and oversight; we appreciate these continuing efforts. We also note 
that the High Level Commission established by President R. Zoellick - to advise him on the 
modernization of the WBG’s internal governance - will deliver its final report by fall 2009, and that other 
similar reviews are being undertaken externally. We acknowledge these various analysis as they may 
enrich the debate; actual change and reform at the Bank remains, however, the prerogative of the 
shareholders. We therefore request that the Board of Executive Directors be at the forefront of shaping 
and consolidating concrete proposals for consideration by the Development Committee in 2010. 
 
 
Statement by Mr. Guido Mantega, Minister of Finance, Brazil10 
 
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.  

                                                 
10  On behalf of Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, Philippines, Suriname and 
Trinidad and Tobago. 
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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 
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 
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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. 
 
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. 
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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. 
 
 
Statement by Mr. Salaheddine Mezouar, Minister of Economy and Finance, Kingdom of Morocco11 
 
I would like to begin, on behalf of my constituency, by thanking our Committee for the opportunity 
raised by this meeting of the Development Committee (DC) to discuss the impact of the global economic 
crisis. I further wish to congratulate the staff teams from the World Bank and the International Monetary 
Fund for the quality of the working papers provided to us and especially for their contribution to the 
Global Monitoring Report. 
 
The Crisis and Uncertainties in the International Context 

This meeting of the Development Committee comes at a critical juncture in the evolution of the global 
economic situation, characterized by an environment of great uncertainty and profound economic 
problems. Indeed, in the wake of a serious financial crisis, the world is now beset by a global economic 
crisis that is giving rise to serious concerns about the outlook for growth, the eradication of poverty, and 
achievement of the Millennium Development Goals (MDGs). 
 
It must be noted that despite the measures taken by the developed countries to overcome the crisis, in 
particular through rescue packages valued at hundreds of billions of dollars and a wide range of actions 
to restore confidence in the international banking system, the outlook for global growth has worsened 
considerably and is constantly being revised downward. 
 
Thus, in its report on the outlook for the global economy the Bank indicates that global activity is 
expected to contract by 1.7 percent this year, marking the first decline since 1945. The Bank also projects 
that GDP in the OECD countries will shrink by 3 percent and that growth in the developing countries will 
be 2.1 percent as compared to 5.8 percent in 2008. 
 
Because of this crisis, which comes following the two shocks triggered by the food crisis and the oil 
crisis, the developing countries are in the economic doldrums reflected in deterioration in the living 
standards of the people and worsening development prospects. 
 
This situation is all the more critical in that, even assuming a resumption of growth in 2010, production 
will remain low, budgetary pressures will continue to exist, and unemployment levels will continue to rise 
in most developing countries for much of 2011. 

                                                 
11  On behalf of Afghanistan, Algeria, Ghana, Iran, Morocco, Pakistan and Tunisia. 
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The Crisis and the Impact on Developing Countries 

This global economic crisis originating in the advanced economies has had a negative impact on the 
developing countries. Indeed, it triggered a significant slowdown in growth in the developing world and 
engendered a credit shortage that has worsened unemployment and poverty. 
 
While, in response to this crisis, some middle-income countries and emerging economies have been able 
to find the fiscal space needed to enable them to attenuate its impact, the situation is altogether different 
for the majority of developing countries, which lack this capacity and have an urgent need for additional 
financing, especially on concessional terms. This financing need is all the more crucial in that these 
countries will feel the impact of lagging demand from the developed countries, decline in revenue from 
tourism, smaller transfers from emigrant workers, drops in the international prices of raw materials, and 
declining investment from abroad. These various factors are beginning to have a serious impact on the 
balance of payments positions of many developing countries. 
 
For the majority of developing countries, the impact of this crisis on the human level is a rise in 
unemployment and poverty, seriously jeopardizing the achievement of the MDGs. According to estimates 
prepared by our institution, this crisis will push an additional 53 million people into poverty, adding to 
the 155 million persons already dragged into poverty by the sharp rise in food prices in 2008. 
 
A stocktaking of progress toward the MDGs shows disquieting results: nearly a billion people are 
suffering from hunger and about 2 billion people are undernourished. The goals for human development, 
in particular the reduction of infant mortality, the completion of primary education, and improved 
maternal health, have no chance of being achieved by 2015 by a number of developing countries. 
 
Specifically, it has been estimated that the effects of the global crisis will be reflected in a worsening of 
the social situation, with 75 million children going without schooling, nearly 10 million children under 
five years of age dying each year from preventable diseases, 6 million persons dying annually as a result 
of viral diseases (AIDS, tuberculosis, and malaria…). 
 
The international community cannot turn a blind eye to the gravity of this situation, which threatens to 
trigger a social and humanitarian crisis with serious political implications, all the more so in that most 
developing countries have no social safety nets. 
 
The Crisis and Initiatives to Lessen its Impact 

We are pleased by the measures taken by the members of the Group of 20 (G-20) aimed at addressing the 
credit crunch through the allocation of US$1 trillion in additional resources, the establishment of new 
rules for the international financial system, and the participation of emerging economies in the dialogue at 
the G-20. We are also pleased by the decisions reached by that Group that are focused on five major 
areas, namely, (i) strengthened growth and employment; (ii) reform of the international financial system; 
(iii) reform of the international financial institutions; (iv) the promotion of trade and rejection of 
protectionism; and (v) the promotion of equitable and sustainable recovery. 
 
With regard to the international financial institutions, we salute the actions taken by the Bretton Woods 
institutions, in particular the IMF, which doubled the ceiling on concessional lending to US$4 billion and 
is considering steps toward the sale of its gold reserves. 
 
We are also gratified by the decisions of the World Bank aimed at tripling its commitments for the next 
three years, which could amount to US$35 billion as against US$13.5 billion in 2008, as well as by the 
introduction of a special support mechanism aimed at attenuating economic vulnerability so as to help the 
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poorest countries address the crisis by strengthening social safety nets, improving infrastructure, and 
investing in education and health, and finally by the Bank’s preparation of a facility for infrastructure 
upgrades. 
 
To this end, we support the six priorities identified in the report of the World Bank and IMF on urgent 
action making it possible to attenuate the impact of the global crisis on the poor countries, which are 
focused in particular on taking budget strengthening measures aimed at securing economic growth, 
private sector support, increased aid to the poor and vulnerable countries severely impacted by the crisis, 
and maintenance of an open financial and trading system. 
 
The contribution of the IFC aimed at supporting the private sector in this crisis situation is, in our view, 
to be strongly recommended, especially for the middle-income countries (MICs). In this connection, we 
welcome the latest IFC initiatives relating in particular to the establishment of two facilities, amounting to 
US$1 billion and US$3 billion, respectively, for the recapitalization of problem banks in the emerging 
countries and for trade. 
 
We wish also to acknowledge the measures taken by the regional development banks, and in particular by 
the African Development Bank, which just announced in Dar es Salaam a massive mechanism for 
supporting African countries in overcoming the negative effects of the crisis. This mechanism includes in 
particular a US$1.5 billion emergency liquidity facility, a trade financing initiative, and an action plan for 
speeding up the transfer of resources to countries eligible for the African Development Fund. 
 
It is without question, you will agree, that until 2007 the majority of these developing countries were the 
principal vectors of the global growth that made it possible to look forward optimistically to achieving the 
MDGs. What is more, many of these countries have once again made major efforts to address the crisis, 
in particular through the introduction of fiscal policies targeting the social sectors and the most vulnerable 
segments of the population, and actions aimed at continuing investment and supporting domestic demand. 
 
It must be acknowledged that, notwithstanding this appreciable effort, the developing countries are 
experiencing a slowdown in growth that is seriously jeopardizing the reform and development process, 
thereby putting the progress made at risk and undermining the prospects for achieving the MDGs. 
  
In addition to maintaining a sound macroeconomic framework, it bears noting that many middle-income 
countries have taken steps to counteract the effects of the crisis. In this regard, far-reaching sectoral and 
structural reforms have been initiated, aimed at strengthening investment and diversifying the sources of 
growth. Here, the objective is to build up the resilience of national economies in response to domestic and 
external shocks. 
 
The Crisis and the Scope of the Initiatives Taken 

The magnitude of the crisis has prompted the international community to take a number of initiatives that 
are tantamount to the first stage of a global response to the consequences of this crisis. While the various 
initiatives taken are laudable and promising, the fact nonetheless remains that effectively carrying them 
out raises important questions as to the mobilization of real resources and their allocation to the various 
measures contemplated. 
 
This crisis context requires the mobilization of additional financing resources by the developing 
countries, given that such resources have dried up on the international financial market and from 
multilateral development banks, with the corollary of higher borrowing costs; there is a serious threat 
hanging over the global economy, namely the emergence of a new debt crisis and the risk of seeing many 
countries once again finding themselves in payment suspension situations. 
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The Crisis and the Expectations of the Developing Countries 

In the short term, the exceptional nature of the current situation calls for the establishment, by the 
international institutions, of innovative instruments making it possible to respond adequately to the 
special requirements of countries by simplifying conditionality, developing flexible instruments, basically 
in the form of budgetary support, and introducing emergency facilities to support the financing of foreign 
trade. It is equally urgent that IDA and the concessional windows of the other multilateral development 
banks significantly increase their aid. 
 
In the medium term, it is essential that the additional cost of the Bank’s mobilization of financial 
resources on the international market not be passed on in its entirety to the MICs that have an urgent need 
for consistent financing on affordable terms. The multilateral development banks must ensure that there 
is better sharing by all member countries of the Bank of the extra cost burden associated with the 
mobilization of financial resources. 
 
While the multilateral development banks, and the World Bank in particular, are called upon to mobilize 
additional financial resources to benefit the developing countries so as to attenuate the effects of this 
crisis, it is imperative that these countries not lose sight of the challenge posed by the vulnerability of the 
planet to the effects of climate change. They should also support our countries in the design and financing 
of actions and projects in the context of sustainable and equitable development strategies which alone 
have the capacity to attenuate the harmful effects of climate change. 
 
We believe that observing the commitments made by donor countries in favor of increasing official 
development assistance constitutes an essential prerequisite for growth, poverty reduction, and the pursuit 
of the MDGs.  
 
Moreover, given the importance of trade to growth, poverty reduction, and achieving the MDGs, it is 
essential to maintain openness to trade and resist the ever stronger protectionist temptations. We 
nevertheless remain hopeful of an early conclusion of the Doha trade liberalization round. 
 
Strengthening the Voice and Representation of Developing Countries and Economies in Transition at the 
Level of the World Bank Group 

To improve the legitimacy of our institution, we deem it essential to continue the reform already under 
way so as to increase the strengthening of the participation and representation of developing countries in 
its decision-making structures. 
 
In this connection, we salute the Bank’s efforts that have made it possible to prepare the package calling 
for (i) the doubling of basic votes; (ii) the adjustment of membership shares; (iii) the increase in the 
voting power of Category II countries in IDA; (iv) the addition of a third Executive Director to represent 
the countries of Sub-Saharan Africa on the Board; (v) strengthening of the effectiveness of the Board and 
its internal governance; (vi) strengthening and promoting the reactivity of developing countries and 
economies in transition on development issues; (vii) establishment of a transparent process for selection 
of the World Bank President; and (viii) reform of voting in the IFC. 
 
We are placed by the adoption of the resolution aimed at doubling basic votes, adjusting membership 
shares; and increasing the number of elected Executive Directors to the benefit of the Sub-Saharan 
African countries. 
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To this end, we urge the Bank to conduct this review of shares on the basis of a formula that reflects the 
development mission of the Bank. This revision of shares should have the objective of moving toward 
equitable voting power distributed between the developed and developing countries without diluting the 
quotas and voting shares of the latter considered individually. 
 
In the context of this review, we also invite the Bank to conduct a parallel evaluation of the impact of the 
various options proposed on the voting power of each country. 
 
Finally, and to conclude my remarks, while some official announcements are presaging a resumption of 
growth in some developed countries, without prejudice to the accuracy of such announcements, we wish 
to stress the fact that if such a recovery is confirmed, it is important that it be able to benefit all countries, 
and to this end should be the result of coordinated action on the part of the entire international 
community. 
 
 
Statement by Mr. Mansur Muhtar, Minister of Finance, Nigeria12 
 
Coming on the heels of the food and fuel crises, the financial crisis poses one of the greatest challenges of 
our time.  Existing systems and capacities are overstretched due to the combined impacts of these crises. 
Compounding the worsening situation, Africa now faces a real risk of a human catastrophe as a direct 
result of the crisis, for which it is not responsible. With GDP decelerating from 5.7 percent in 2008 to a 
projected 2.8 percent this year, the sub-continent risks drifting even farther away from achieving the 
Millennium Development Goals (MDGs), as millions of people are being pushed back into poverty, and 
millions of children projected to die from malnutrition as well as preventable diseases. Low-income and 
fragile countries will be hardest hit.  
 
While countries in the sub-continent are undertaking measures to counter the economic slowdown and 
minimize the impacts of the crisis on the most vulnerable, the situation still remains critical, as they are 
hamstrung by lack of resources to effectively respond to the magnitude of the challenges. The 
international community, especially the Joint Committee on the Transfer of Real Resources to Developing 
Countries, is therefore urged to take unprecedented and urgent actions to assist African countries in their 
efforts towards protecting the poor as well as restoring the growth momentum, prior to the crisis.  
 
Low integration of Africa into the international capital markets appeared to have shielded the continent 
from the first round effects of the financial crisis. However, the situation is changing at a rapid pace, and 
threatens to reverse the positive trends of the past decade. The macroeconomic imbalances have 
accentuated, with many countries facing widening current account and budget deficits.  Foreign exchange 
reserves are depleting fast - a situation which is jeopardizing the capacity to provide adequate import 
cover, as well as undermining currency stabilities and fueling inflationary pressures. The poor and most 
vulnerable are already being deprived of their meager livelihoods, and this deprivation will become worse 
if the global recession is protracted. The prospect of such a human catastrophe cannot and should not be 
acceptable in this globalized world of the 21st century.   

Africa’s current account surplus, which was hitherto estimated at 2.7 percent during 2009-10, will be 
wiped out to a deficit of 4.3 percent of GDP. The region’s exports are projected to plummet by nearly 40 
percent during the period 2009-10. The oil exporting countries and those whose economies rely heavily 
on commodity exports are expected to take the biggest hit. Capital flows are already declining sharply. 

                                                 
12 On behalf of the Africa Group 1 Constituency. 
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Across the continent, major capital projects have been or will be cancelled, and bond issuances are being 
put on hold. Tourism is on the decline while remittances have fallen sharply. We therefore emphasize the 
need to undertake an early review of the Bank’s capital adequacy with a view to enhancing its lending 
capacity  

Against this backdrop, delays by the donor community to honor the promises made at the Gleneagles G8 
Summit, and the lack of progress on the Doha Development Round, have had the combined effect, in 
consonance with the financial and economic crises, of increasing the resource gap and rendering the 
attainment of the MDGs by Africa, a pipedream.  
 
Although a provisional estimate, African Ministers are looking at a financing gap of $50 billion in 2009, 
rising to $56 billion next year, just to restore the pre-crisis growth momentum.  To accelerate growth and 
increase the chances for achieving the MDGs, the African continent requires $117 billion in 2009 and 
$130 billion in 2010, to bridge the investment gap. We estimate the infrastructure-financing gap to be 
about $75.5 billion a year for the next decade. 
 
We therefore call on our development partners to marshal the political will necessary to honor their 
promises as an important first step. Further, additional assistance is required to restore the momentum of 
growth that Africa had already achieved. We therefore welcome the G20 decisions to augment the 
resources of the IMF, the World Bank and other multilateral actors. We urge that deployment of these 
resources should be carried out with speed, flexibility, devoid of constraining conditionalities, and be 
available to all countries.  In particular, we call for fast tracking the disbursement of IDA 15 resources 
and the need to move towards early IDA 16. We also welcome the World Bank’s Vulnerability 
Framework (VF) and call on developed nations to support the Facility.  
 
These extraordinary times demand unusual speed in responding to the crisis in order to save lives and 
restore credibility in the process of globalization. Our combined efforts should therefore be focused on 
results rather than on conditionalities. While we need to continue with on-going efforts to strengthen 
country institutions and capacities, it is important to recognize that the emergency we are facing demands 
pragmatism and agility to deliver social services.  In this respect, we note the progress being made by the 
World Bank Group to streamline internal procedures, but more needs to be done to make a lasting 
difference. 
   
We urge that trade financing and trade facilitation must be part of the short-term and long-term packages 
of responses. We also call on countries to resist taking protectionist measures, and any of such measures 
that have been put in place must be reversed. At the same time, efforts must be made to commit to an 
early conclusion of an ambitious and development oriented Doha Round. 
 
We remain committed to taking actions to improve our institutional capacities, and business 
environments, as well as to developing sound revenue base and providing basic services to our citizens. 
However, to complement these efforts, we encourage enhanced international cooperation, including 
transparency in financial transactions in national and international financial institutions. We therefore 
look forward to the full implementation of the decisions of the G20 in this regard, including the 
establishment of a transparent monitoring mechanism. 
 
The crisis reinforces the importance of improving global governance for more transparency, 
accountability, and equitable representation. In this regard we welcome the progress made towards 
implementing the first phase of the voice reform package at the World Bank, and remain committed to its 
timely implementation. We similarly, note the other aspects of the reform that are on-going and commend 
the progress so far. We urge the Bank to proceed with the second phase of the reforms in a timely manner 
that reflects the importance and urgency of the situation.  



 67

 
The present financial crisis adds to the increasing burden in Africa of coping with the changes brought 
about by global warming; again an external shock not of Africa’s own making.  The increasing frequency 
of dry spells and changes in rainfall patterns have resulted in serious agricultural losses and food 
insecurity in many of our countries. These developments have put undue pressure on national budgets at 
the expense of social programs thereby slowing down our development efforts. We call on the developed 
countries to act decisively and with dispatch to ensure the transfer of new resources and technology 
needed to address climate change.   
 
 
Statement by Mr. Didier Reynders, Deputy Prime Minister and Minister of Finance, Belgium13 
 
Since we met the last time, the financial crisis has turned into a global recession. It will last longer and 
will be deeper than we had anticipated only a few months ago. The global economic growth has 
practically come to a halt in the second half of 2008, and will contract in 2009. The global downturn has 
already spread to developing and transition countries, affecting them in various ways, mainly through the 
slowing of world trade and falling commodity prices, reduced access to both foreign and domestic credit 
and private financial flows, and the decline in remittances. With imports into the advanced economies 
contracting sharply in 2009, global trade is expected to experience its steepest downturn since eighty 
years. Exports from developing and transition countries are being particularly hit. Weak global demand is 
complemented by a drying up of trade finance. Bank analysis suggests that the current crisis will result in 
53 million more people living in extreme poverty. Even though economic growth in emerging and 
developing economies will be positive on average and with major differences from country to country, it 
is expected to decrease sharply in 2009. In many countries fiscal positions have weakened due to 
increased social spending and declining revenues, stemming already from the food and fuel crisis. Current 
account balances are deteriorating because of lower external demand and reversing capital flows. A 
number of emerging market currencies have been depreciating in recent months, with some countries 
losing significant amounts of reserves through interventions in foreign exchange markets.  
 
World Bank Group Crisis Response for Emerging Countries 

Economic policy responses to adverse external and internal conditions depend on the specific country 
circumstances. We see several emerging markets economies taking important steps to stimulate economic 
activity through expansionary monetary and fiscal policies. But policy options are limited for those 
countries facing unsustainable fiscal and current account deficits, constrained access to external financing 
and vulnerable external debt positions. 
 
In such a troubled environment, the role of Multilateral Development Banks has become increasingly 
important in helping its clients to leverage funds from the financial markets and provide them with access 
to special facilities catering for specific needs and bridging financing gaps that the market cannot fill in. 
 
Demand for MDB funds is clearly on the rise and we see an obvious need for counter-cyclical spending in 
developing and transition countries. 
 
The World Bank crisis response hinges on protecting the poor and vulnerable and on raising aggregate 
demand to provide fiscal stimulus and safeguard future growth in its client countries. 

                                                 
13  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, Slovenia 
and Turkey. 
 



 68

 
The World Bank has to be commended for its swift response. It has made preparations to triple the IBRD 
lending volumes for the public sector, created a Vulnerability Financing Facility for the poor, and 
established various facilities to inject liquidity into the private sector. The coordination and cooperation 
with EBRD and EIB in Eastern Europe is a model of timeliness and responsiveness to needs. The Bank 
Group should now keep on pushing forward by fine-tuning the resource allocation framework and making 
more flexible the allocation ceilings in crisis countries. This allocation framework should allow the Bank 
to assist countries on track in meeting their financing needs and guarantee equal treatment of members. 
 
This response would not have been possible if the Bank had not enjoyed a strong capital position. 
 
Scaling Up Aid to Poor Countries 

As a consequence of the food, fuel and financial crisis, poverty reduction has considerably slowed down. 
If the current growth projections materialize, poverty is likely to rise, in particular in fragile and low 
growth economies even more so, should the crisis continue and deepen.  
 
Because of their intrinsic vulnerability, poorer countries, in particular those in Sub-Saharan Africa, could 
be severely affected by the global crisis. Only massive donor support can protect them from backtracking 
on the progress they have already achieved in their pursuit of the MDGs. We would like to encourage the 
World Bank to assist those countries in exploring the impacts of the crises on the population groups going 
to be most affected and the main channels or mechanisms through which this is going to happen in view 
of identifying priority or key policy responses or measures that can have a rapid impact on the well being 
of the most vulnerable. Moreover, the response to the economic and financial crisis is an opportunity to 
advance climate goals and a compelling reason justifying the scaling up of investments to address both 
challenges simultaneously. 
 
While we understand the Bank Group’s attempt to leverage additional concessional resources through 
new specifically earmarked schemes, we should strive to keep funding mechanisms as simple, efficient, 
and transparent as possible. The record IDA-15 replenishment and the proposal to frontload the use of 
part of these resources as approved by the Board should contribute to assist low-income countries to 
mitigate the impact of the crisis in a meaningful way. Frontloading will of course put additional pressure 
on the shoulders of our development partners and may be a burden on their implementing capacities. It is 
therefore important that frontloaded projects and programs be of a high quality at both conceptual and 
implementation stages. Failure to achieve such quality standards will only add to unsustainable situations 
in the future.  
 
IDA-Countries and IBRD Lending 

Many IDA countries are facing both important unmet infrastructure needs and limited fiscal space. IDA 
resources are also under pressure. While we understand the call for a temporary opening up of non-
concessional IBRD-lending to IDA-countries, we need to exert the utmost prudence in doing so. We 
should avoid ruining the efforts that have been made by donors and recipient countries to reduce the 
burden of debt. Long-term debt sustainability must remain an objective and its foundations should not be 
put in question. We believe that the existing Debt Sustainability Framework remains valid, that it contains 
enough flexibility, and that it does not need to be fundamentally reviewed. Options to identify additional 
fiscal space could nevertheless be explored as long as they do not jeopardize long term debt sustainability. 
To that end, we would like to encourage the Bank and the Fund to continue to help countries to strengthen 
their institutions with a view to improving their debt management. 
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Financial Situation of the Bank Group 

As we have already pointed out, the Bank Group has been able to tackle this crisis under the best possible 
conditions: a strong capital position and an exceptionally high IDA replenishment. 
 
With the drastic expansion of its lending volumes, the financial capability of the World Bank Group is 
inevitably going to come under stress over the medium term, even more so if the crisis goes on or 
deepens. The financial outlook for the IBRD is affected by higher lending levels, decreasing interest rates, 
higher funding costs, loan loss provisioning, and mark-to-market adjustments impact negatively on its net 
income and capital adequacy. It is unlikely that, at the lending levels announced, the Bank’s current 
capital will be able to maintain sufficient lending capacity beyond 2011. 
 
The IFC will experience a negative net income this financial year and might approach the limits of its 
strategic capital in a not too distant future.  
 
In case frontloading is successful and expanded, IDA-15-resources may be depleted before the end of the 
IDA-15-period.  
 
The Bank and IFC’s capacity to generate income to be transferred to IDA will also be affected. These 
issues cannot be addressed by a mere overstretching of the institutions’ balance sheets. The Board and 
Management have to initiate a broad strategic discussion on the capital adequacy of both the Bank and 
IFC. Indeed, the welcomed anti-cyclical role that the Group is playing should neither obscure nor 
jeopardize its long term development mission and it is absolutely essential to preserve the Group’s 
relevance after the crisis is over. It is also absolutely essential that the Group’s access to capital markets 
be maintained at the best possible conditions. This strategic discussion will also have to include the 
availability of concessional resources. 
 
Voice and Participation Reform 

We welcome the progress report on Voice and Participation as submitted for this meeting. It describes 
that the first phase of the reform on Voice and Participation is now well under way.  
 
We particularly welcome the decision to grant a third seat for the Sub-Saharan Africa countries and the 
agreement that the selection process for the President should be merit-based, transparent with nomination 
open to all Board members. Our first priority should be to bring this first phase to a successful conclusion 
as soon as possible. 
 
The commitment has been made to pursue the reform process and we shall do so. 
 
The second phase will have to be consultative, transparent and inclusive, involving all shareholders. 
Given the complexity of the matter, the need to deliver a solution that will commend the broadest 
consensus, and the priority that has to be given to pulling our client countries out of the crisis, we will 
probably have to privilege quality over speed. 
 
When realignment criteria will be discussed, all relevant elements, such as, among other things, IDA 
contributions and the possible link with capital adequacy, will have to be included. 
 
It may be useful to request from Management a realistic roadmap factoring in the degree of difficulty that 
we will have to face. In the meantime, we should start to work on the basis of the timetable agreed in 
October 2008 and not give it up until we know with certainty that we have a true and realistic alternative. 
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Finally, we welcome the work of the Board on internal governance as part of overall Bank Group 
governance as well as overall effectiveness, efficiency and accountability. 
 
 
Statement by Mr. Erik Solheim, Minister for the Environment and International Development, 
Norway14 
 
We meet in Washington at a critical time. After several years of progress, most developed countries are in 
recession and developing economies have been hard hit by the crisis.  The recent surge in food and fuel 
prices was superseded by a financial crisis of a magnitude not seen since the 1930s. The prospects for 
reaching the Millennium Development Goals by 2015 are slimmer than ever. Most developing countries 
are dependent upon additional international assistance to finance not only immediate needs, but also long-
term investments. 
 
The financial crisis has demonstrated the risks of excessive use of leverage and disclosed weaknesses and 
gaps in the regulation and supervision of the financial sector. Restoring confidence in the financial system 
and restoring economic growth in developed countries will be crucial to also boost developing countries’ 
own growth prospects.  The global crisis has vividly brought to light the many inter-linkages between 
poor and rich countries. 
 
Multilateral institutions are playing a key role, not only in providing much needed financing to 
developing countries but also as fora where policy options are discussed, and where every country has a 
voice.  Global coordinated action must be rooted in multilateral institutions. Supporting demand through 
stimulus packages, restoring confidence and strength in the financial system, resisting protectionism, 
honouring past ODA commitments and reforming the Bretton Woods Institutions are all important 
elements of the agenda ahead.  The strong international focus on tax havens is also a major step forward.  
 
We strongly believe that the overall response to the current crisis must be seen in the broader context of 
poverty reduction and climate change. We should use this opportunity to invest in a greener economy, and 
to ensure that development is ecologically, socially and economically sustainable. This should guide our 
efforts to reach a new global climate change agreement in Copenhagen later this year. 
 
Whenever a crisis occurs, normally women, children and other vulnerable groups are hardest hit. 
Continued efforts in the areas of gender equality and women’s economic empowerment, health, education 
and social safety nets are important; not only on their own merits, but also as contributions to securing a 
broad based economic recovery in developing countries. We would like to underscore that women play a 
crucial role in the economic recovery as drivers of change. 
 
The Nordic-Baltic countries have a long-standing tradition of supporting multilateralism, both financially 
and politically. Combined we constitute the world’s 9th largest economy (IMF, World Economic Outlook 
Database, April 2009), and the Nordic countries all together are the second largest contributor of genuine 
development aid in absolute terms. When it comes to contributions to the World Bank, the Nordic 
countries will soon become the 5th largest donor to IDA before France with the forthcoming Swedish 
supplementary IDA contribution. In addition, the Nordic countries constitute the 2nd largest donor to 
World Bank trust funds and have always made credible and long-term commitments to financing 
multilateral debt relief. The multilateral dimension to counteract the crisis is important to us. This is 

                                                 
14  On behalf of the Nordic and Baltic countries. 
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illustrated by Norway’s decision to lend USD 4, 5 billion to the IMF as well as the Nordic countries 
participation in the USD 100 billion EU commitment. 
 
I can assure you that as one of the largest financial contributors we will continue to play a key 
international role to help offset the effects of the crisis. This constitutes a basis for our countries in 
discussions on governance reforms, where we see a clear link between resources and representation. In 
order to justify future large contributions to the World Bank Group to our tax-payers and parliaments, 
adequate representation is required. 
 
The Role of the World Bank Group 

We are pleased to note that the World Bank Group has shown leadership in responding to the crisis by 
providing additional resources, analysis and advice to member countries. The Bank is one of the few 
institutions that is able to play a counter-cyclical role at the current juncture. We stress that the Bank 
should focus its support to member countries through existing and well-functioning operations and that 
new mechanisms and funds must have a clear rationale and added value. 
 
The real issues for the member countries of the World Bank going forward are to ensure: 
 

 The counter-cyclical role of the World Bank Group in the current crisis 
 Sufficient financial and other resources to carry out the Bank's long term mission of poverty 

reduction and economic development in its borrowing member countries; and  
 A strong management, accountable to all members, with a clear mandate to be  effective in 

addressing the financial crisis and other development challenges; 
 A strengthened framework to ensure that member countries exercise control and accountability 

primarily through the Executive Board and the Development Committee. 
 
The mandate of the World Bank Group is sufficiently broad to alleviate adverse effects of the crisis in 
both middle income and low income countries. Poverty reduction and long-term development should 
remain the core remit of the Bank’s response to the crisis. Short-term measures should have long-term 
development impact. 
 
A two-pronged approach for the Bank’s response seems feasible. First, to partly offset the immediate 
impact of the crisis, some flexibility should be accepted. Ceilings on program and development policy-
based lending could be temporarily raised. The Bank should furthermore avoid excessive conditionality 
attached to new financing arrangements and continue to adhere to the Good Practice Principles on 
Conditionality. 
 
Second, the Bank should step up its core lending activities, which also will stimulate economies. 
Furthermore, productive investments, especially if they are supporting low-carbon and climate resilient 
activities, will generate long-term effects on development, competitiveness and economic integration. 
Although the financing needs are enormous, preventing these countries’ relapse into a new debt crisis is 
equally crucial. In order not to jeopardize what has been achieved through previous international debt 
relief initiatives, acting responsibly and safeguarding the IMF-World Bank Debt Sustainability 
Framework is more important than ever.  
 
The Bank and President Zoellick should be commended for addressing the situation of the poor and 
vulnerable in international fora. As one of the largest contributors to IDA, our constituency strongly 
believes that channelling support to the poorest countries through IDA is the most efficient way to ensure 
demand-driven, country-tailored support. We urge the Bank to strengthen IDA to ensure that vulnerable 
clients’ needs are met in a timely manner during this difficult time.  
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Several middle income countries in Eastern Europe and elsewhere are feeling the effects of the crisis. We 
welcome the proactive response by the IBRD and IFC in these countries, including the intention to 
mobilize private sector resources to increase the impact of the World Bank Group’s interventions.  It is 
important that the response is well coordinated with the IMF as well as with other potential financing 
partners, including the EU and bilateral partners. It is also vital that the Bank develops a structured and 
transparent approach on the treatment of graduated countries with renewed financing needs to avoid 
arbitrary treatment on a case-by-case basis. 
 
The World Bank Group had a sound capital base going into the crisis. However, increases in lending 
warrant a careful analysis of the long-term sustainable level of World Bank operations.  All options for 
securing the financial sustainability of the institution should be put on the table.  Similarly, the principles 
for transfers of net income from IBRD and IFC to IDA need to be assessed in light of the current financial 
situation of each institution. The capital adequacy framework of the Bank may also need to be revisited in 
order to provide necessary counter-cyclical financing on reasonable terms, while safeguarding the 
medium and long term financial integrity of the World Bank Group. 
 
Reform of the World Bank Group 

The Nordic Baltic countries are strong supporters of strengthened voice and representation for developing 
and transition countries, particularly for Sub-Saharan Africa. We welcome the significant progress at last 
year’s Annual Meetings, in particular the agreement on increasing the size of the Board of Executive 
Directors to 25 by adding a 3rd chair for Africa and a doubling of the basic votes.  Norway’s decision to 
finance up to one third of the outstanding IDA-subscriptions for the poorest countries will also help 
increase the voice of these countries in IDA. 
 
The financial crisis has strengthened the momentum for reform. This is positive, but the process going 
forward must be addressed in the governing bodies of the World Bank Group.  
 
As stated before, we support transparent, merit-based selection processes for the top managements of the 
World Bank and the IMF. The President and the MD should be selected in open, competitive and merit-
based processes without geographical preferences. This is important to ensure the Bank’s continued 
legitimacy amongst its entire membership. 
 
Defining countries as developing/developed has an important implication for reform. This should be 
based on objective criteria where changing economic realities are reflected in a country's standing in the 
institution. 
 
We remain convinced about the agreed and longstanding understanding and principle that IMF quotas and 
relative weight in the world economy should continue to be used as a core reference point for IBRD 
shareholding. However, the IBRD capital share and IMF quota need not be identical given the distinct 
mandates of the two institutions.  
 
In this respect, we continue to stress that contributions to IDA should influence IBRD voting reforms. 
The poorest countries will end up losing the most, if incentives for donors to contribute to IDA are 
excluded from World Bank reform. We thus ask management to provide alternative models and 
simulations on how IDA contributions could be taken into account in the reform package. 
 
As the capital positions of the IBRD and the IFC are now looking less favourable, the case for the 
longstanding principle and tradition of using Selective Capital Increases with meaningful paid-in portions 
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for implementing any realignment in members’ capital shares has clearly been strengthened. Increased 
voice and shares must go hand in hand with increased financial responsibilities.  
 
We welcome the reforms of internal governance in the Bank. The main governance challenge of the 
World Bank is to find ways for shareholders to collectively exercise control and fiduciary oversight, thus 
supporting the mandate, resources and capacity for the World Bank Group to fulfil its mission. We are 
supportive of governance reforms that address these issues, and underscore that reform must ensure that 
decision making power rests with legitimate and representative bodies. The Board should focus on 
strategic directions, oversight and policy, and less on individual projects. The increased delegation of 
authority to management must be accompanied with improved mechanisms that also ensure increased 
accountability by management to member countries. 
 
Today’s global crisis calls for global solutions. The World Bank, with its near universal membership, is 
well-placed to facilitate such international action. We reaffirm the important role of the Development 
Committee in providing strong guidance to the World Bank Group to ensure that developing countries 
receive appropriate resources and policy advice. 
 
 
Statement by Mr. Paskah Suzetta, Minister of State for National Development Planning/Chairman 
of National Development Planning Agency, Indonesia15 
 
The seventy-ninth Development Committee Meeting takes place amid the deepening global economic 
crisis. What began as a financial crisis in the US has now spread across the globe and turned into an 
economic crisis, impacting people’s lives and impeding development in a scale and depth never before 
witnessed since the Great Depression of the 1930s. Untold billions of financial assets have been lost and 
millions of jobs destroyed in the course of a few short months. As global financial markets suffered a 
severe credit crunch, growth plummeted while trade and capital flows fell sharply. The economic 
contraction which started in advanced economies has now led to a global recession. 
 
The meeting today is held not long after the historical G-20 leaders’ pledge to do whatever necessary to 
restore confidence and growth, rebuild the global financial system, reinforce international cooperation and 
reform the International Financial Institutions (IFIs). This year’s Spring Meeting comes at a critical 
juncture to lay down strong foundation for the IFIs’ roles in fulfilling their development mandate and 
mitigating the impact of the crisis and restoring global growth and financial stability as soon as possible. 
 
Implications of the Global Economic Crisis for Developing Countries and the Role of the International 
Financial Institutions 

Global Economic Crisis 

The global economic crisis, which originated from the financial crisis, has affected people’s livelihood 
and the development prospects of nations.  A heavy price is paid by all, but the most severely affected are 
those in the developing and poor countries who are unarguably the most vulnerable. The development 
gains which have accumulated over the last few decades and the progress towards achieving the 
Millennium Development Goals (MDGs) as well as poverty reduction have suffered a major setback as 
the developing countries have very limited resources to implement effective measures to mitigate the 
impact of the crisis. The longer the crisis lasts, the greater the downside risks to growth, amplifying the 
hardship of the poor and diminishing the prospects for development.  

                                                 
15  On behalf of Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, Singapore, Thailand, 
Tonga and Vietnam. 
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In an effort to support the global response to the crisis, members of the Association of the South East 
Asian Nations (ASEAN) have adopted a proactive stance by implementing measures to stimulate 
domestic demand in conjunction with monetary easing and improved access to credit for the benefit of the 
business sector, particularly for trade and the small and medium enterprises (SMEs), as well as to lessen 
the burden on the vulnerable groups.  
 
In addition, ASEAN, along with its three East Asian Dialogue Partners (Japan, China and the Republic of 
Korea) or ASEAN +3, agreed to increase the size of the Chiang Mai Initiative Multilateralization 
(CMIM) from US$ 80 billion to US$ 120 billion and to develop a more robust and effective mechanism 
to support the operationalization of the CMIM. The fund is designed as a standby credit facility to 
complement the IMF program should any member country face balance of payments difficulties. These 
responses, undertaken individually and jointly, are designed to bolster confidence, improve growth 
prospects and restore financial stability in the region. 
 
We urge for more coordinated action by both developed and developing countries to restore financial 
stability and spur the continued functioning of financial markets to support growth. In this regard, we urge 
for greater consultations among key foras and organizations to prevent future crisis, particularly the need 
to adopt a bold and urgent reform of the international financial system and strengthen the financial and 
regulatory framework.  
 
We also reaffirm our commitment to ensure the free flow of goods and services and investment and urge 
member countries as well as major industrialized and emerging economies to stand firm against 
protectionism and to refrain from introducing and raising new barriers. We also urge that efforts be 
intensified by major economies to ensure a strong Doha Development Agenda outcome.   
 
International Financial Institutions (IFIs) 

The IFIs also have a critical role to assist the global economy and individual countries to overcome this 
crisis.  We urge that they employ a full range of instruments and, if needed, create new flexible 
instruments and resources available in helping countries by focusing on their immediate needs, 
particularly in supporting balance of payments difficulties and fiscal expansion. We also encourage them 
to support private sector financing, including financing of trade and SMEs, particularly to support 
enterprises’ loans to help them maintain production and exports. We also urge them to help recapitalize 
financial institutions, improve the effectiveness of guarantee facilities, provide direct or bridging 
financing and promote investment from developed and emerging countries to other countries.  
 
With respect to the IMF, we welcome the decision to introduce more flexible crisis prevention and crisis 
resolution instruments that will enable the IMF to respond more effectively to the needs of all its 
members. This will hopefully address the problem of “stigma” over the IMF’s handling of the 1997/1998 
financial crisis. We urge for a more streamlined and focused conditionality, and for even-handedness in 
the implementation to promote the country’s ownership and commitment to reform. 
 
The recent agreement by the G-20 to triple resources available to the IMF to US$ 750 billion and increase 
SDR allocation of US$ 250 billion are very much welcome as timely support to the Fund. This will 
double the Fund’s concessional lending capacity and access limits. While these additional resources are 
crucial, we urge that market borrowing be the last option.  
 
The World Bank and other MDBs, on the other hand, have a critical role to play in managing and 
responding to this crisis, including financing countercyclical policies and sustaining investment in 
developing countries. In this regard, capital constraints of many MDBs will need to be addressed to 
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enable them to meet demand in the event that the crisis is deepened and prolonged further.  Therefore, we 
call for urgent assessment of the capital adequacy of all MDBs and note with appreciation the support by 
the major shareholders to provide 200% of general capital increase to the Asian Development Bank 
(ADB).  
 
World Bank Response 

The World Bank has shown commendable leadership in galvanizing the support of development partners 
and stepping up its lending operations.  In this regard, we wish to record our appreciation to the leadership 
provided by Mr. Bob Zoellick, the President of the World Bank, who has anticipated and taken early 
action in developing various response initiatives to counter the crisis. Over the past few months, the Bank 
has responded quickly through number of development policy operations to reduce the impact on the 
emerging and developing countries, especially the poor and vulnerable. Among these operations, we wish 
to highlight the following: 
 

 Greater use of development policy operations (Development Policy Loan and Deferred 
Drawdown Option) should be actively deployed as countercyclical measures, investment in 
infrastructure and social development should be further promoted, and safety nets for the 
poor should be provided.   

 We also urge the Bank to expand and adapt their instruments to meet the evolving client 
needs and to improve the speed of the response.  In this regard, we note the ongoing reform in 
Investment Lending process and urge the Bank to realize this reform as soon as possible. It is 
crucial that we invest in infrastructure projects that can create jobs while building a 
foundation to support economic growth once the recovery resumes. Public/Private 
Partnership (PPP) and IBRD’s enclave lending should also be encouraged for viable 
infrastructure projects in IDA countries. 

 At this very challenging time and the increased demand for IBRD lending, we understand the 
concern with respect to the capital adequacy of the Bank.  We are confident that the IBRD 
has adequate capital to meet demand over the immediate future, and, therefore, urge a review 
of the pricing policy with a view to helping the clients facing difficult situations rather than 
compounding their burden. Low income IDA countries should be given temporary access to 
non-concessional IBRD lending. Lending limits to individual countries should be reviewed. 

 On climate change and funding mechanisms, the Bank has played a leading role in the 
climate change mitigation effort.  However, in going forward, the initiatives by the Bank and 
other MDBs should be consolidated and funding mechanisms should be jointly explored.     

 We commend the IFC for playing a pivotal and active role in stepping up its support to the 
private sector through various crisis-related initiatives that have been recently launched, 
including trade finance, bank recapitalization, infrastructure fund, micro finance and SMEs 
support. Constraints on its capital are now becoming obvious and we urge for an early 
assessment of the IFC’s capital needs.    

 We also note with appreciation the initiatives by the Bank to establish facilities to leverage 
additional resources, including the Global Food Response Program, Rapid Social Response 
Program, Energy for Poor, Infrastructure Recovery, private sector activities in the area of 
SMEs and micro-enterprises and Global Trade Finance Program as part of the Vulnerability 
Financing Facility (VFF) framework. We urge the donor communities to consider providing 
additional resources to support these facilities.     

 We also welcome the agreement by G-20 to provide US$ 250 billion for trade finance 
through export credit and investment agencies and through the MDBs, including IFC’s 
US$ 50 billion Global Trade Liquidity Program. We acknowledge that the improvement 
of trade finance is only part of the solution, and urge major economies not only to stand 
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firm against protectionism but also to include trade promotion as a key element of their 
stimulus packages. 

 
The impact on the poorest countries has been felt through the sharp fall in exports and remittances.  
Should the crisis deepen and prolong, these countries will be most severely affected, causing a major set-
back to progress in achieving the MDGs, especially poverty reduction.  While the Bank has already 
allowed IDA resources to be frontloaded, the allocation for many countries has almost or virtually 
reached their IDA envelopes. We, therefore, call for the donor communities to consider exceptional 
efforts to mobilize additional financing to protect the vulnerable in the poorest countries.  In this regard, 
we also need to pay special attention to IDA countries that have special needs such as land-locked or 
island economies, which are subject to limited opportunities and resources. 
 
Updated Voice and Participation 

Multilateral institutions shall reflect the new global economic reality with the increasing role of the 
emerging markets.  This suggests the need to reform multilateral institution to better mirror the voice and 
representation of the emerging markets who are increasingly important and in particular Asia which is 
likely to continue as an important driver for global growth. 
 
We welcome the review of the voice and participation as well as the realignment of the IBRD 
shareholding that takes into account the evolving share in the world economy of member countries and 
their contribution to the Bank’s development mandate. The first step of this reform that had been agreed 
by the Governors during the 2008 Annual Meetings should be promptly implemented. 
 
We also note that the first step of the voice reform includes increasing participation of Part II members to 
take up and pay for their allocated IDA subscriptions and commend the Bank’s effort to follow up on this 
decision.  We also welcome some donor grant financing for the IDA members to meet their outstanding 
subscriptions. 
 
The second step for voice and participation reform package is particularly challenging as it will change 
the current composition of the shareholding between developed and developing countries, moving 
overtime towards an equitable voting power without diluting the shares of individual developing 
countries.  In this respect, we agree with the proposed steps to accelerate the reform process, including 
review of mandates and shareholding criteria, and a proposal for shareholding realignment.  We urge that 
this process involves an intensive dialogue and coordination with shareholders with a view to reaching 
agreement before 2010 Spring Meeting. 
 
While the greater participation of emerging and developing countries is the primary objective of the 
World Bank’s reform, this is not a sufficient condition for reforming the “voice and participation”.  The 
Bank must also truly incorporate the Part II countries’ view in all its decision making process in the spirit 
of inclusiveness.  Therefore, it is critical for the Bank to review the internal decision making process to be 
consistent with the new shareholding structures.  
 
We also support the selection of Heads and Senior Management of the IFIs that is based on open, 
competitive, and merit-based principles regardless the nationality.  In regard of the overall governance 
system of the Bank, we urge that a review be undertaken with a view to rationalizing and streamlining to 
make them more efficient and effective. The Board should play the central role to support this work 
including the on-going review of internal governance.  With respect to the composition of the workforce, 
we commend the Bank for its conscious effort to balance and diversify its workforce by setting targets for 
nationality, gender and race. We strongly support the judicious implementation of these targets, while not 
compromising the Bank’s effectiveness. The proportion of employees shall consider more representation 
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from developing countries in order to strengthen their country based models and reinforce ownership on 
development strategies. The Bank also needs to improve its proximity to clients and delegate greater 
authorities to local offices. 
 
At this time of global crisis, the role of the Multilateral Institutions has proven to be invaluable and vital 
to the solution.  We urge the Bretton Woods Institutions to step up efforts to meet these challenges and 
expectations of the global community. As shareholders, we would like to reiterate our support for the 
Bank and its response to mitigate the crisis.  At the same time, we urge that the reform in the Bank’s 
governance be expedited to give more voice to developing and transition countries.  
 
 
Statement by Mr. Michael Callaghan, Executive Director of Macroeconomic Group Australian 
Treasury, Australia16 
 
Overview 

The impact of the global financial crisis has now transmitted to the real economy and is having a 
devastating impact on the daily lives of millions of poor people around the world. The economic crisis is 
proving a challenge to achieving the Millennium Development Goals, and leaders at the recent G20 
Leaders Summit highlighted the importance of not leaving developing countries behind during the crisis. 
Continued action is needed to mitigate the negative impacts of the food, fuel and financial crises to guard 
against social and human crises. 
 
International economic organisations have demonstrated swift and timely responses. We warmly welcome 
the initiatives put forward by the World Bank Group (WBG). It has proven that large international 
organisations can harness their intellectual and financial resources in times of crisis. The WBG has been 
able to identify the systemic constraints and devise innovative proposals to meet the needs of their clients.  
The significant additional measures announced by G20 Leaders will further strengthen the efforts of these 
organisations. 
 
Close cooperation and coordination between the MDBs and the IMF is critical.  The Bank and the IMF 
should draw on each other’s expertise and resources to ensure continued and effective responses to the 
global economic crisis. 
 
We endorse the G20 Leaders’ support for at least an additional $100 billion lending by MDBs and 
welcome the World Bank’s commitment to contribute $60 billion of this by increasing its IBRD lending 
to up to $100 billion over the next three years. 
 
Further options to assist developing countries to respond to the crisis should be explored.  Small states are 
especially vulnerable to the current economic crisis. While the first round of the financial crisis had a 
relatively benign impact on small states, the second and third round effects are having a far more dramatic 
impact. Small states tend to have highly open economies, yet lack the fiscal resilience and formal social 
protection mechanisms that assist the most vulnerable in times of economic hardship. Given the current 
demands on international economic organisations like the WBG, it is important that small states receive 
the swift and responsive assistance and advice they need to weather these difficult times. 
 

                                                 
16  On behalf of Australia, Cambodia, Kiribati, Republic of Korea, Republic of Marshall Islands, Federated States of 
Micronesia, Mongolia, New Zealand, Republic of Palau, Papua New Guinea, Samoa, Solomon Islands and Vanuatu. 
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Climate Change 

We would like to emphasise the importance of not losing sight of the climate change agenda in the current 
economic crisis. The WBG’s Strategic Framework for Development and Climate Change that was 
welcomed at the 2008 Annual Meeting Development Committee provides a solid framework for the 
Bank’s operations in the area of climate change. Impressive progress has been made already in the 
operation of the climate funds managed by the World Bank Group, proving that the Bank can be a leader 
in delivering practical, tangible and country-driven results. 
 
Voice and Participation 

The legitimacy of the World Bank Group is enhanced when all members - large and small, developed and 
developing - have a say and are able to access Bank services. 
 
It is important that shareholdings both reflect the economic importance of members and also protect the 
interests of smaller states. Making the adjustment to a more modern representative structure will require 
developed countries as a group to surrender relative vote shares. The consequence for those countries 
gaining a greater voting share is that with the greater share also comes greater responsibilities as 
development partners. 
 
We welcome the G20 statement regarding implementing Bank Reforms. We recognise the substantial 
Bank staff resources that have gone into previous work in developing reform proposals and the substantial 
work required to implement the next phase. Successful acceleration of voice and representation reforms in 
the World Bank will be assured if key developing and developed countries can reach the understandings 
necessary for a realignment of voting shares.  
 
Constituency Developments 

The opening of the World Bank Group office in the Solomon Islands on November 10, 2008 was a 
tangible sign of the continued increase in World Bank engagement in our constituency. We warmly 
welcome the WBG’s efforts to work more closely with other development partners in the constituency, 
including the hosting of the Asian Development Bank country coordinator in the Solomon Islands office, 
and progress in creating a joint presence in three Pacific countries. 
 
We would like to acknowledge the World Bank’s leadership in Mongolia, where their efforts have helped 
secure additional external assistance as the country faces significant challenges as a result of dramatic 
fluctuations in its export prices. The work by the World Bank on helping to overcome short-term 
difficulties while also remaining focused on Mongolia’s longer term prosperity is greatly appreciated by 
the Mongolian authorities. 
 
We also welcome the WBG’s increased engagement with new donors such as Korea. While Korea was 
affected by the financial crisis, it remains committed to quickly establishing itself as a donor with a 
reputation for a commitment to peaceful development of its developing country neighbors as well as more 
global development needs. 
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Organisational effectiveness reform 

We welcome the World Bank Group’s move to undertake reform efforts on a number of fronts. The early 
work on reforms to the Bank’s investment lending model in particular are very promising, and we call on 
the Bank to continue to think boldly when developing these reforms. In particular, we call on the Bank to 
be more adventurous and creative in small and fragile states, where the IDA envelopes are often small, 
with lower client capacity and ability to handle complex – and frankly, often unnecessary - Bank 
requirements. We also see fruitful possibilities in the reforms to HR systems, decentralisation, IT, 
knowledge and IDA controls. 
 
We look forward to hearing more from the Zedillo Commission about its work. We ask the Commission 
to seek ways to engage World Bank members to provide information about Commission thinking, 
especially in light of the G20 Leaders Summit. 
 
 
Statement by Mr. Mario Draghi, Governor of the Bank of Italy17 
 
A crisis of growing proportions 

Since we last convened in Washington for the Bank and the Fund Annual Meetings, six months ago, the 
crisis has taken a new turn. What was then a crisis affecting most advanced economies is now having 
severe impact on Developing and Transition Countries (DTC). 

 
Several transmission mechanisms have acted adversely over the last semester: financial intermediaries 
overly exposed to maturity/currency risks have curtailed lending; heightened risk aversion has massively 
reduced capital flows into emerging economies; export revenues have fallen as a result of declining trade 
volumes and commodity prices; remittances – normally a countercyclical factor in poor countries – seem 
to show a reversal in their multi-year upward trend. 

 
The Bank response to the crisis 

The World Bank Group (WBG) has promptly responded to the growing financial needs of its client 
countries by scaling-up its development assistance and leveraging its own resources with those from other 
public and private donors. President Zoellick has pledged to bring new IBRD loans from $13bn to $35bn 
in the current fiscal year and up to $100bn over the period spanning fiscal years 2009 to 2011. Over the 
same period, IFC plans to fully leverage its capital base by raising its loans to $12bn per year.  

 
The WBG response to the financial crisis has also led to the development of the Vulnerability Framework 
(VF), a well-conceived platform intended to provide donors with an ample choice of multilateral 
development institutions and facilities to channel development funds. The support to trade finance, as 
envisaged in the VF, will help timely counteract the sharp contraction in trade volumes that emerged in 
recent months.  The VF is well positioned to play an important countercyclical role, backing countries 
currently cut off from capital markets with additional finance.  

 
At the same time it is important that all new resources falling under the VF umbrella meet standards of 
accountability, oversight and evaluation as rigorous as those governing the use of WBG funds. More 
broadly, short-term public budget relief (through fast-disbursing Development Policy Operations) must be 
strictly and verifiably targeted to restoring fiscal space for essential social needs (Health, Education, 

                                                 
17  On behalf of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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Nutrition); a sharp focus on long-term development goals, above all the need to support food security, 
social safety nets and infrastructure, especially in African countries, must be maintained.  

 
We support the envisaged surge in the deployment of IBRD and IFC resources. Lending growth over time 
under persistent uncertainty on economic and financial conditions warrants continued budgetary 
discipline and a thorough review of both institutions’ financial sustainability and overall risk exposure.  

 
The front-loading of IDA resources and fast implementation procedures such as the Vulnerability 
Financing Facility, are appropriate measures at this time of crisis. We believe that IDA is well positioned 
to accelerate its support to low income countries, thanks to the substantial increase of its commitment 
authority for the next three years under the IDA 15 replenishment. 
 
Crisis and Climate Change: two intertwined challenges 

The complexity of dealing with climate change reflects the intricacy of development challenges in an 
increasingly interdependent world. Climate change encompasses, and amplifies, concerns related to 
natural resource scarcity, food supply and security. It entails substantial financial requirements and 
distributional tradeoffs that, in turn, pose daunting political economy challenges.  
 
However, neither these challenges nor emergencies related to crisis management should undermine the 
WBG’s commitment to the climate change agenda. Scientists have documented that the window of 
opportunity to tackle climate change is shrinking fast and that urgent and unprecedented levels of 
multilateral collaboration are needed. 
 
Moreover, the UN Climate Change Conference in Copenhagen in December will shape a new global 
financial regime providing the World Bank with a unique opportunity to liaise with lead negotiators 
emphasizing the WBG role in the international debate on climate change. In particular, we expect the 
WBG to help develop currently existing or proposed financial schemes to support less carbon intensive 
technologies and to adapt rural and urban environments to the adverse impacts of climate change. 
 
Voice 

We welcome the progress made in implementing the first stage of the reform aimed at enhancing the 
representation of DTC in the World Bank Group. As agreed at the last Annual Meetings, the shareholding 
review should consider the evolving weight of all members in the world economy and other Bank-specific 
criteria consistent with the development mandate of the institution. 

 
We invite Management, in close interaction with the Board, to prepare concrete criteria and options for 
shareholding realignment to be submitted for Governors’ future consideration, with a view to reaching a 
broad consensus on realignment by the 2010 Spring Meetings. 
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation and 
Development, Germany 
 
The dramatic impact of the financial crisis across the world confronts us with global challenges. Any 
tolerance that existed of the global inequalities brought into stark focus by the financial crisis has been 
exhausted. Extreme imbalances are threatening social peace right across the world. Developing countries 
face especially serious consequences as the financial and economic crisis turns into a human and 
development crisis. On a global scale, poverty will decline at a much slower pace than previously 
anticipated. In 2009 alone, some 100 million more people will remain caught in the poverty trap than was 
forecast before the crisis. And it is society's most vulnerable that are being hardest hit. The crisis is 
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advancing like a silent tsunami, with those who contributed least to the crisis suffering most from its 
impact. 
 
The G-20 London Summit was an important step. It adopted the correct approach and set out sound 
measures for a rapid and internationally coordinated response to the crisis. Yet even that Summit can only 
serve as a staging post. The crucial thing is that it be followed up with development-focused action. The 
World Bank must provide evidence that it is taking the lead in implementing the decisions made in 
London. On the one hand, it must implement the measures and, on the other, it must incorporate vital 
structural changes into its reform agenda. The Bank must engage as an active member of a strengthened 
global partnership for development, into which new life must be breathed in this time of crisis.  
 
A clear message must go out from this Spring Meeting that, despite the crisis, we will not allow 
achievement of the Millennium Development Goals to be jeopardised. Instead we need to reaffirm, 
expand and deepen the international alliance for sustainable development. Only then can the crisis be 
harnessed as an opportunity.  
 
We must not pass up the opportunity currently being presented to us to reshape the world economy in a 
constructive way. So far, there has been too little emphasis of the fact that any new global order can only 
be successful if a modern development policy forms a key part of it. The international financial 
institutions must assert a clear role for themselves in this context. The World Bank must take the lead 
internationally, lending guidance in the development of new solutions to pressing global tasks. That 
applies not only to our response to the financial and economic crisis but also to climate change.   
 
On the other hand, the Bank also needs to more clearly define its own profile and improve its ability to 
adapt its business model to the changing conditions and needs of its various clients and partners. Its rapid 
response to the financial crisis has proved that it is willing and able to do so. Yet there must be no repeat 
of past mistakes. Experience teaches us that countries must be helped to take a countercyclical approach 
when responding to a crisis. That is why we must ensure that developing countries retain the fiscal scope 
they need for spending in the social sector, such as on education and health, as well as on safeguarding 
jobs. Where no fiscal scope exists, international financial institutions for low-income countries must use 
their facilities to provide rapid and flexible support.  
 
The crisis will put women and children at increased risk of poverty. And yet it is the economic potential 
of women in particular that we must tap into if we are to help reduce poverty across the world and achieve 
the Millennium Development Goals. It is crucial, then, that any measures aimed at easing the impact of 
the crisis reflect the special situation and needs of women. 
 
It is also important that the World Bank look beyond its own confines. The UN Conference on the World 
Financial and Economic Crisis in June will be looking at the impact of the crisis on development. It is 
important that the implications of the financial crisis be discussed in a broad UN forum to which 
industrialised and developing countries contribute equally. The Conference should send a signal, 
resonating beyond the UN, that the developing countries and their specific concerns in this area are being 
taken seriously. 

The danger now is that, in the face of the financial and humanitarian crisis, the climate crisis is 
underestimated. The possible consequences of that particular market failure have also not yet been 
averted. Development and the climate are inseparably linked. Only if this becomes accepted fact can we 
successfully effect the necessary transformation of modern development policy, making it into a policy on 
shaping our global future with a greatly broadened scope, a transformed circle of donors and new 
financing instruments.  
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Safeguarding development progress and revitalising the world economy  

With the G-20's decisions, we have put together a broad-ranging package of measures that will provide 
additional resources and the necessary instruments for deploying them. This will enable developing 
countries, like others, to take countercyclical measures. They, too, must be enabled to launch economic 
stimulus programmes. The IMF and the World Bank have both been elevated to new levels of 
responsibility but, at the same, also have a duty to fulfil.  
 
Economic stimulus packages in developed countries must not be implemented at the expense of the 
developing countries. Developing countries must not be forced to pursue procyclical economic policies 
while developed countries turn to countercyclical measures. What we need instead is a truly global 
economic stimulus package. It is more important than ever that we deliver on our ODA commitments. 
World Bank President Zoellick's proposal that 0.7% of national economic stimulus packages be dedicated 
to helping developing countries who cannot afford their own economic stimulus packages rightly flags up 
the international dimension of national efforts, something that is in the industrialised countries' very own 
interests.   
 
A reliable regulatory framework for the global financial markets is vital in order to prevent our long-
standing development efforts from being swept away in the riptide of the crisis. The measures that the G-
20 has decided on for reforming regulation and supervision of the financial markets are of fundamental 
importance to that. In addition to these measures, developing countries are also in urgent need of advice 
on how to improve regulation of their financial sector and adapt it to requirements, on the implementation 
of international standards, and on negotiations on financial services and international trade agreements.  
 
One worrying development is the worsening debt situation in the poorest countries, which – due to the 
costs of the crises – are now at risk of losing the fiscal flexibility that they had achieved. Ten years on 
from the launch of the debt relief initiative at the 1999 Cologne Summit, we must not now pave the way 
for a new debt crisis. We must ensure that countries that do not have the reserves needed to stimulate their 
own economies jeopardise their newly achieved debt sustainability. These countries must be able to 
secure key investments and fiscal scope. That means that they need the targeted support of the 
international financial institutions. We must prove ourselves capable of developing new ways of 
mobilising the additional financing made necessary by the crisis to safeguard political and social stability 
in the poor countries without plunging them into a renewed spiral of debt. The true test of the 
international community will be how it succeeds in solving that dilemma. For poor countries, grants are 
the politically and economically more sensible solution, rather than incurring new debt.   
 
Another aspect is the further development of the international debt regime. An international insolvency 
procedure has been the subject of international discussion on a number of occasions. A debt workout 
mechanism of this kind could, therefore, be tied in with the discussion about setting up a Sovereign Debt 
Restructuring Mechanism (SDRM). 
 
There is also an urgent need for action on taxation. Developing countries are constantly being drained of 
financial resources because of tax evasion and avoidance, resources that they need to develop 
infrastructure, education, health, etc. We must therefore step up our efforts to develop efficient, 
transparent tax systems. At the same time, a dialogue must begin with industrialised countries about 
possible international agreements and initiatives to fight tax evasion. We need an international compact to 
fight tax evasion, aimed at grouping together existing initiatives against tax evasion and supplementing 
them with measures at the national, regional and international levels.  
 
One thing has become clear over the last few weeks: transparency and clear rules are necessary for 
markets to function.  Even the Doing Business Report, in its recommendations on deregulation, implies 
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that every regulatory intervention by the state is damaging per se for the business climate.  The general 
understanding now is that we need to strive instead for the right degree and right quality of regulation and 
also leave the developing countries enough space to make their own decisions. The financial crisis shows 
that an economic order without regulation does not work. Consequently, future Doing Business Reports 
need to differentiate more between good regulation and a lack of regulation.  
 
Climate and the development - inextricably linked   

Fighting global poverty and halting climate change are the two central challenges of the 21st century. 
The two are closely interrelated, of equal urgency, and require both swift action and perseverance. 
 
We can no longer totally prevent climate change; we can, however, keep it in check. In March, European 
heads of states and governments committed to agree on a comprehensive climate treaty at the UN Climate 
Conference in December 2009 that would limit the rise in global temperature to 2°C. Even such a 2°C rise 
in temperature would cost developing countries billions in adaptation measures and would threaten to 
reverse the progress that has already been made on the MDGs. The only way of achieving success in both 
areas is by integrating development policy and climate policy even more closely. Just like emission 
reductions, adaptation to climate change must be integrated into all development plans.  
 
In the current world economic crisis, the guiding principle of environmentally sound and economically 
and socially sustainable development has more relevance than ever. Green growth and a low-carbon path 
– as discussed at the G-20 Summit in London in early April – are appropriate instruments for boosting the 
economy and protecting the climate that can be used by industrialised and developing countries alike.  
 
The developing countries will need the support of the industrialised countries in that effort. And they 
need even more support in adapting to climate change; Germany and the EU will not shirk from that task. 
At its Summit in March, the EU already declared that it was willing to take on its fair share of financing 
such actions in developing countries. In particular the poorest and most vulnerable countries and sections 
of the population in Africa and the LDCs and the Small Island Developing States do not have the 
resources to cope with the impact of climate change on their own. It is also a question of global justice 
and solidarity that those who contributed least to climate change should be helped to cope with its impact.  
 
We can only fight climate change by joining forces. Negotiations on a new UN climate treaty covering the 
period after 2012 began in Bonn in early April and should be concluded in December in Copenhagen. 
Already it is clear that the settling of financial questions will be key to the successful conclusion of those 
talks. Given the urgency of the climate crisis, however, we must take action today and not wait until after 
2012. With active support from Germany, the World Bank last year established the Climate Investment 
Funds (CIFs), which already became operational in spring of this year. The CIFs are amongst the most 
important instruments for bridging the financing gap until 2012. The future financial architecture for 
climate change must draw on the experience of these and other existing financing mechanisms, such as 
the GEF and the Kyoto Protocol Adaptation Fund. In the Paris Declaration and the Accra Agenda for 
Action, we reaffirmed that development policy can only be effective if we succeed in ending donor 
fragmentation. Those same principles apply to efforts to fight climate change.  
 
Seen from this perspective, climate-related tasks in the developing countries must be seen by the 
developing countries themselves, and their development partners, as an integral part of a sustainable 
development agenda and all partners must act accordingly. To that end, the full set of existing 
development instruments, procedures and institutions must be used and further developed.   
 
That is one further reason why it is important that, with its establishment of the Climate Funds, the World 
Bank should bracket together development and climate in such a way that it can serve as a guide for more 



 84

long-term solutions to a new climate architecture. As part of those efforts, we need to define what role the 
United Nations and the multilateral development banks should play, based on their respective 
comparative advantages.  
 
Advancing the governance agenda 

The credibility of reforms of the international financial institutions ultimately hinges on how those 
institutions modernise their governance structures. In troubled times such as these, when we are facing an 
international financial crisis, successful reforms will also send out a signal about the Bank’s legitimacy 
and ability to act. The shareholders have a special responsibility here. Moderate progress has already been 
made in the first stage. Now, as decided by the G-20, the second stage must be rapidly implemented and 
completed before the Spring Meeting in 2010. In this way, questions of voice and representation within 
the World Bank will become the litmus test of whether the modernisation of the institution is also coupled 
with an increase in legitimacy.   
 
The World Bank and the IMF are institutions with different mandates and tasks – it is therefore 
acceptable for them to have different voting rights structures wherever so justified by their differing 
mandates. The World Bank therefore needs a more independent voting system. A quota formula specific 
to the Bank can be based on various criteria. First of all, it should reflect current realities in the world 
economy. Secondly, it could also reflect the strength of member countries' ties with the institution and 
their contribution to the Bank's development mandate. When determining which countries are entitled to 
shares, it should be possible to attach greater weight to IDA contributions, because those are proof of 
solidarity with and a sense of responsibility for the poorest countries. And finally, the level of a country's 
borrowings from the Bank could also be used as a further criterion.  
 
Yet a shifting of voting weight is not enough. A more thoroughgoing reform of the World Bank is 
needed. The Commission headed by Ernesto Zedillo has begun its work. It will add fresh, new ideas on 
the World Bank's mandate, funding and internal structures to the voice debate. We also hope that it will 
deliver some ideas on how, going beyond the voice debate, the World Bank could define itself as a 
modern global development organisation that is equipped for the future.  
 
However, a meaningful voice reform must also be reflected in improvements in how much say countries 
have in the design, implementation and evaluation of World Bank programmes and projects within local 
dialogue and coordination structures. One aspect of this is the continued development of suitable 
instruments, such as the Poverty and Social Impact Assessments (PSIAs), which can serve as a starting 
point for an open dialogue on different policy options in the partner countries.  
 
The increased use of country systems in procurement and planning processes also helps to build 
capacities.  The outcomes of the Accra Conference and the Accra Agenda for Action (AAA) point in this 
direction.  The World Bank, too, must take a more pro-active approach with regard to integrating its 
programmes into country programmes and also with regard to coordination and the division of labour.  
Country priorities and ownership must not be undermined.  
 
In addition to that, and with the aim of greater mainstreaming sustainability in policy-making, there is a 
need to create a high-level institutional forum for discussing issues such as global public goods, steering a 
new ecological course towards more green investment, ending the harmful practices of speculation and 
tax evasion, fostering global labour standards and social systems, and many other areas that make 
development policy into a policy of shaping the future. An Economic and Social Council of this kind 
could assess developments on economic, social and ecological issues and foster consensus and 
consistency on these issues within both international economic organisations and national governments. 
Such a UN institution would comprise high-ranking representatives of all regions and of the international 
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financial institutions and the WTO. What we need, ultimately, is a policymaking process that is inclusive 
while simultaneously facilitating capacity for action on a global scale. 
 
 
Statement by Mr. Li Yong, Vice Minister of Finance, People’s Republic of China 
 
In response to the daunting challenges posed by the current international financial crisis to the global 
development agenda, particularly poverty reduction and MDGs progress in developing countries, it is 
very timely for this Development Committee to focus its discussions on the impact of the global financial 
crisis on developing countries, the role of international financial institutions, and the Voice and 
Participation Reform of the World Bank.  
 
Impact of the Global Financial Crisis on Developing Countries, and the Role of International Financial 
Institutions 

The current financial crisis has impeded the poverty reduction in most developing countries and 
threatened realization of MDGs on time. The international community needs to work together to prevent 
the current crisis from escalating into a development crisis. 
 
Developing countries are victims of the crisis. They are also important forces for maintaining global 
economic growth, resolving crisis and attaining recovery from the crisis. Strengthening support for 
developing countries is not only an obligation of the Bank, the Fund and other IFIs within their 
development mandate, but also an imperative to stabilize the global economy. The G20 London Summit 
has provided directions for IFIs’ responses to the crisis. The World Bank and other IFIs should strengthen 
their roles in the following aspects: 
 
The Bank and other IFIs should adhere to and strengthen their core role of transferring long-term 
development financial resources to developing countries. They should increase their resources needed for 
fighting the financial crisis. The shareholders of IFIs have the responsibility to ensure that the IFIs are 
well-capitalized to provide adequate financial resources for developing countries to fight the crisis and 
maintain long-term development. The developed countries should continue to scale up development 
assistance, implement Monterrey Consensus, and provide financial support for IFIs’ concessional 
windows and initiatives such as the Vulnerability Financing Facility proposed by the Bank. We welcome 
IFIs’s expanded support for trade financing, urge the Bank to review its capital adequacy, and encourage 
the Bank and the Fund to scale up and speed up the use of counter-cyclical  lending instruments.  
 
The Bank, the Fund, and the other IFIs should enhance their support for regional and south-south 
cooperation. The crisis originated from the developed world. The diminishing demand from developed 
countries is one of the major causes of global recession. Therefore, supporting regional and south-south 
cooperation among developing countries is of special significance for alleviating recession pressure from 
developed countries and promoting global economic recovery. 
 
The Bank and the Fund should conduct forward-looking studies on the mid- and long-term implications 
of the crisis. This crisis may lead to a major readjustment of global economic, industrial, and trade 
structure, thus producing far-reaching impact on developing countries’ mid- and long-term development 
modes. Therefore, it is necessary for the Bank and the Fund to enhance their foresight and provide 
effective, relevant, and practical policy advice for developing countries in face of pending economic 
restructuring.  
 
We should attach great importance to the reform of international monetary system. Flawed international 
monetary system is the institutional root-cause of the crisis, and a major defect in the current international 
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economic governance structure. Therefore, we should improve the regulatory mechanism for reserve 
currency issuance, maintain the relative stability of the exchange rates of major reserve currencies, and 
promote a diverse and sound international currency system.  
 
Voice and Participation Reform of the Bank 

The Bank has achieved certain progress in its Phase I Voice and Participation reform since last October’s 
Development Committee meeting. The recent G20 Summit called for an accelerated timetable for those 
reforms. Against this backdrop, this Development Committee meeting is of great importance for speeding 
up the Phase II reform. We expect that all member countries demonstrate their political will in advancing 
the reform, in order to further strengthen the Bank’s capacity of effectively fulfilling its development 
mandate in the new era.  
 
As the voice and participation reform covers many dimensions, all parties concerned should demonstrate 
necessary political sincerity. To ensure a smooth Phase II reform, all members should first and foremost 
reach political consensus on the objectives of the reform. Achieving parity voting power between 
developing and transition countries (DTC) on the one hand and developed countries on the other hand 
should be the ultimate and overarching target of the Voice and Participation reform. Based on this, we are 
willing to actively participate in discussions on all options for reforming shareholding structure and 
voting mechanism. 
 
The selection process of the head of the Bank should truly reflect the demand of the times, represent a 
modern approach to governance and adhere to the open, competitive, and merit-based principles, so as to 
make the Bank a real leader and role model in institutional governance as a global development bank. 
 
We welcome the addition of an executive director for the African constituency, and look forward to the 
establishment of this new chair before the 2010 Annual Meetings. This is a good start in enhancing the 
representation and voice of the DTC on the Board. We appreciate the efforts by the Bank to improve the 
representation of DTC nationals in senior management. We encourage the Bank to develop concrete 
action plans and continue its efforts in this direction. 
 
Internal Governance of the Bank 

We welcome the internal governance reforms in the Bank. We support a central role of the Board of 
Executive Directors of the Bank  in this process. We appreciate that the Executive Board has reached 
consensus on the objectives and principles of the next-step reforms. We expect the High Level 
Commission on the Modernization of the World Bank Group Governance led by Mr. Ernesto Zedillo to 
enhance its consultation with the Executive Board which is composed of representatives delegated by 
member authorities, and provide concrete and practical external recommendations which could serve as 
truly useful reference for the Board to advance the reforms. 
 
The internal governance reform of the Bank should be dedicated to enhancing the fairness and 
effectiveness of the comprehensive governance of the Bank; improving the quantity, quality and speed of 
the Bank’s assistance delivery; and helping the Bank effectively fulfill its development mandate in the 
context of economic globalization. 
 
The internal governance reform, as an integral part of the Bank’s comprehensive reforms, should be 
advanced along with other related reforms in a balanced and mutually-reinforcing manner. We look 
forward to working together with all members and pushing ahead constructively and innovatively the 
modernization of the Bank’s internal governance. 
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Statement by Mr. Naoyuki Shinohara, Vice Minister of Finance for International Affairs, Japan 
 
Global Economic Environment 

Global economic crisis. Today, the world is faced with the worst crisis since the Great Depression. The 
financial crisis caused by the meltdown of the subprime loan market has triggered a storm of credit 
crunch all over the world through the globalized financial system.  This has quickly spilled over to the 
real economy, with a dramatic decline seen in production and investments. The world economy is 
projected to contract by 1.3% in 2009, which represents a 5% swing in growth rate compared to last year.  
Economies of developed countries are projected to contract by 3.8%, while growth in developing 
countries is expected to slow down to 1.6％.  This is a global crisis and we need global solutions.  Both 
developed and developing countries must work together, and mobilize all possible policy measures.  We 
must fix our financial system and strengthen regulations to recover the functions of our financial markets, 
and we must also adopt decisive fiscal and monetary measures to avoid global economic meltdown. 
 
Economic policy packages of Japan. Fiscal and monetary policies of the world’s major economies are 
essential to prop up aggregate demand of the world economy. Japan has been implementing economic 
policy packages totaling 75 trillion Yen (approx. $750 billion), including 12 trillion Yen of fiscal stimulus 
since last October. In addition to this, Japan has announced its new “policy package to address the 
Economic Crisis” totaling 57 trillion Yen (approx. $570 billion), including 15 trillion Yen (approx. $ 150 
billion) of fiscal stimulus, which is equivalent to 3% of its nominal GDP. The immediate aim of the new 
package is to prevent the negative spiral between financial crisis and deterioration in the real economy. It 
also aims at achieving more balanced economic growth led by the “twin engine” of exports and domestic 
demand, by implementing policies that promote the transformation of Japan’s economic and industrial 
structures, alleviating its dependency on exports.  It is an effort to search for a new global equilibrium in 
anticipation of the inevitable and expected adjustment of the current excessive global imbalance. 
 
How to Mitigate the Impact of the Crisis on Developing Countries 

The Sharp Drop in Private Capital Inflow Caused by the Credit Crunch 

Impact on developing countries and the projected slump in private capital inflow. The current crisis is 
causing serious damage to developing countries as well.  In the first phase, middle income countries 
already integrated into the international financial market have suffered from financial difficulties, 
including a sharp decline in stock prices and tighter credit conditions for the public as well as the private 
sector. In the second phase, globally declining aggregate demand caused by the deterioration of the real 
economy in developed countries has seriously and broadly affected developing countries through 
reductions in export volumes, commodity prices, and remittances. 

The hardship caused to developing countries appears prominently in the disastrous slump in private 
capital inflow, which had been a key element driving economic growth of the developing countries. The 
net inflow, which peaked at around $1 trillion in 2007, fell by half in 2008, and is likely to turn negative 
in 2009. This “sudden stop” in capital flow poses serious problems for fiscal management, and severely 
constrains private sector activities that are the critical drivers of economic growth. Therefore, mitigating 
the negative impact of this acute downturn in capital flow to developing countries is the first priority for 
the international community. 
 
Japan’s assistance. Japan’s assistance to the developing countries has focused on this point from the very 
beginning.  In an effort to enhance confidence in the financial systems of developing countries, Japan led 
the way in lending to the IMF with a pledge of $100 billion, and also established the Capitalization Fund, 
together with the IFC, to inject capital to banks in developing countries with contribution of $2 billion 
from JBIC (Japan Bank for International Cooperation), last November. Japan further pledged $22 billion 
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for the next two years to support trade finance, as well as $5 billion in support for environmental 
investment in developing countries over the same time period. 
 
Asian countries must take rapid and concerted actions to tackle the impact of the current financial and 
economic crisis, including strengthening growth and stimulating domestic demand, considering their large 
potential and expectations towards the Asian region as an open center for growth. In this regard, Japan 
has pledged to scale up Japanese ODA to the Asian region to $20 billion. 
 
The role of International Financial Institutions. International financial institutions, including the World 
Bank Group (WBG) and the IMF, should play a pivotal role in bridging the huge financing gap of 
developing countries by maximizing the use of their balance sheets and mobilizing contributions from 
partner countries. In this regard, I welcome the near trebling of the IBRD lending up to $100 billion and 
the IFC’s initiatives, including the Capitalization Fund and the trade finance facilities, and appreciate the 
efforts of the entire WBG to provide active leadership in assisting developing countries. 
 
The expected roles of the World Bank Group. A significant increase in Bank’s lending volume, however, 
should not compromise the quality of its loans.  Even as a crisis response, the WBG needs to ensure that 
its financial assistance contributes to sustainable and long-term economic growth and to poverty 
reduction. I expect the WBG to maximize the development impact of its crisis response assistance by 
identifying and removing bottlenecks in economic growth through policy dialogues with client countries.   
 
The Bank’s increasing loan commitment should not act as a disincentive to clients to pursue capital 
market funding.  Raising the level of interest rates and fees applicable to crisis-related DPL may be 
effective in this regard, and I expect the Bank to continue to explore these options.  
 
As the Bank tries to meet the increasing demand from its client countries, we need to seriously consider to 
what extent the Bank’s capital could be stretched, while maintaining its AAA credit rating.  In doing so, it 
will be useful to make an accurate comparison of the capital situation in each Multilateral Development 
Bank (MDB). Therefore, I would like to request the Bank to act as a focal point in putting together each 
MDB’s financial data in a comparable manner and report back to shareholders on a regular basis.  
 
Mitigation of the Negative Impact of the Crisis on the Poor and the Vulnerable.  

The poor and the vulnerable will be hit hardest by the crisis.  The current financial crisis could push 
additional 90 million people into extreme poverty, and we can easily imagine how the crisis could quickly 
wipe out the hard-earned progress that has been achieved by developing countries over a long period of 
time. We should also recognize that deepening poverty can harm children’s healthy development through 
malnutrition as well as decrease in school enrollment, which will have a negative impact on economic 
productivity in the long run, and consequently hamper economic growth in the future. To protect human 
lives, livelihood and dignity, it is critical to promote a comprehensive human security approach, which 
not only protects individuals and communities, but also enhances people’s ability to cope with crises 
through capacity development. 
 
In this regard, we welcome the establishment of the Vulnerability Financing Facility (VFF), which aims 
at assisting such vulnerable groups.  The Bank must first get a clear picture of the exact problems that the 
poor and the vulnerable are facing, and tailor its response accordingly.  As the crisis becomes protracted, 
there will be increasing demand from IDA countries for timely assistance, and the needs and priorities of 
low income countries may have changed due to the crisis.  I would like to propose to move up the IDA15 
Mid-Term Review (MTR) scheduled for this November, so that we may be able to reconsider the 
priorities of the IDA15 as needed. 
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Crisis responses focusing on vulnerable groups through the JSDF. Japan established the Japan Social 
Development Fund (JSDF) in 2000 as a trust fund managed by the Bank, in response to the devastating 
impact of the East Asian financial crisis on vulnerable groups. Since then, the JSDF has accumulated 
ample experience and expertise by providing direct support to the most disadvantaged groups around the 
world using innovative approaches.  In order to respond to this unprecedented crisis, Japan is going to 
launch the “emergency JSDF” and provide support in the amount of $200 million over the next three 
years. While supporting innovative and pioneering projects, the new emergency JSDF is designed to 
enhance its responsiveness to the crises, by introducing a streamlined procedure for project approvals and 
focusing on the scaling-up of projects adopting innovative approaches with demonstrated successful 
development impacts. Under the framework of the WBG’s VFF, we would like to have the emergency 
JSDF closely collaborate with various initiatives including the Rapid Social Response Program.  
 
Lessons from the Crisis  

The world economy is inevitably being thrust into a large-scale adjustment process. The winding down of 
the excessive leverage in the financial system and the redressing of the global imbalance are unavoidable 
challenges, and such processes have already begun. Developing countries had until recently enjoyed 
steady economic growth supported by abundant private capital inflow and strong consumer demand from 
developed countries.  Such favorable conditions, however, are gone. The current crisis is raising 
significant questions about how we should address development issues in the future. 
 
Risks associated with short-term external borrowing. First, the current crisis made us realize once again 
how risky it is for the developing countries to rely on short-term external borrowing to meet their funding 
needs for development. Eastern Europe, which has been hardest hit by the current financial crisis, with its 
regional economy expected to contract by around 3% in 2009, is more heavily dependent on foreign bank 
borrowing than any other region. The amount of foreign bank borrowing by eastern European countries 
increased by seven-fold from $37.9 billion in 2000 to $260.3 billion in 2006, with their shares in GDP 
increasing from 4.2% to 10.4% over the same period. These figures are extremely large, as compared to 
the foreign-bank-borrowing-to-GDP ratio in other regions: 1.2% in East Asia, 2.6% in Latin America, 
0.9% in South Asia, and 0.5% in Sub-Sahara Africa.  Eastern European countries were financing a 
significant portion of their huge current account deficits by external bank borrowing, which made their 
economic structures extremely vulnerable to external shocks.  
 
Efforts by Asian economies following the Asian currency crisis. Asian economies also suffered from rapid 
reversal of private capital flow during the Asian currency crisis. Having learnt their lessons from this 
experience, they have shed their dependence on short-term external borrowing and prepared for the risk of 
private capital flight.  They transformed their economic structures and turned their current account into 
surplus, built up massive foreign reserves, moved to a more flexible exchange regime, implemented 
financial sector reform, established regional financial cooperation frameworks such as the Chiang Mai 
Initiative (CMI), and improved their internal resource mobilization by nurturing domestic securities 
markets. As a result of these steady efforts, the direct impact of the financial crisis (the first round effect) 
on the Asian economies has been relatively moderate. 
 
Challenges for the future. The situation surrounding eastern European countries is substantially different 
from Asian economies.  Many of these countries were in their path towards the introduction of the euro, 
and were in the midst of a process of rapidly catching up with euro-zone countries.  They have seen rapid 
capital inflow largely from other EU economies, motivated by the expectation of future growth and 
stability supported by the liberalization of capital account transactions following their EU accession. 
Against this background, lessons from the Asian experience cannot be directly applied to eastern 
European countries, and therefore different crisis responses would need to be taken. 
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Based on the current status of eastern European countries, it will not be realistic or desirable to aim at 
immediately moving to current account surplus. However, it is not sustainable, either, to finance sizable 
current account deficits by foreign bank borrowing. Considering the magnitude of the economic and 
social costs associated with abrupt adjustments, it is vital to confine the current account deficit to a 
sustainable level, by restraining domestic demand through appropriate fiscal and monetary policies. Even 
when external private funds are to be utilized, more stable foreign direct investment should play a central 
role, with foreign currency lending by foreign banks to be subject to strengthened monitoring for 
prudential purposes. In cases where the room for capital control and foreign exchange adjustment is 
limited, a public back-up mechanism would be indispensable to properly prepare for private capital 
outflows, and international financial institutions would need to play a larger role. 
 
Limitations of dependency on foreign demand and necessity for balanced economic growth. Second, 
another notable finding from the crisis is the limitations of the prevalent development model which relies 
on external demand. As considerable saving-investment balance adjustments proceed in the US and other 
developed economies, and the world economy has started rebalancing towards a new equilibrium, 
developing countries face an increased need to review their development model, which is contingent on 
ever-growing markets in developed countries, and to pursue economic growth with more balanced 
reliance on domestic and foreign demand. 
 
Although Asian countries managed to avoid the first round effect of the crisis, they were not immune 
from adverse real economy effects, such as declining demand in developed markets and the consequent 
drop in exports. Their economic growth rate in 2009 is projected at 5.0%, a decline from 7.7% in 2008. 
This indicates the risk inherent in economies whose growth is heavily dependent on external demand. As 
economic recoveries in developing countries are expected to take some time, developing countries have 
little choice but to expand domestic demand to avoid further deepening of the economic downturn. 
 
Expansion of domestic demand in developing countries is, however, not an easy task. They would need to 
seek out appropriate policies for domestic demand expansion, as well as new economic growth models 
tailored to their specific circumstances in a medium- to long-term perspective. Developing countries with 
relatively high returns on investments might want to improve productivity by making substantial 
investments, in line with their fiscal capacity, to relieve the shortages of infrastructure and human 
resources, which are the bottlenecks in future economic growth. Other developing countries which 
already have excess investment but a low share of personal consumption in GDP, might consider 
expanding consumption by transferring funds to the poor, who tend to have higher propensity for 
consumption, through strengthening the social security system. 
 
Voice and Representation  

Emerging countries, which now play a critical role in the world economy, have come to assume 
significant roles in the development sphere as well, with corresponding growing responsibilities in 
development assistance. While one of the major mandates of the World Bank is to assist the poorest 
people and countries, fulfilling it would require sustaining IDA operations that offer concessional 
instruments for assistance, and thus contributions to IDA from emerging countries commensurate with 
their economic strength would be critically important. In discussing the enhanced participation of 
emerging countries in the Bank’s operation, an assessment of their respective weights in the world 
economy should reflect the Bank’s mandate as a development institution, by taking account of their 
contributions to IDA, not just their GDP and GNI. 
 
We expect the high-level commission chaired by former Mexican president Hon. Zedillo, in addressing 
such issues, to have discussions from a broad perspective, considering the future of the Bank, and to 
provide insightful suggestions, based on the Bank’s mandate as a development institution. 
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Prepared Statements Submitted by Observers 
 
 
Statement by Mr. Haruhiko Kuroda, President, Asian Development Bank 
 
On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 79th meeting of the Development Committee as an Observer. 
 
Regional Outlook  

Developing Asia and the Pacific is facing its most difficult economic and development challenges since 
the Asian financial crisis of the 1990s. Growth in developing Asia and the Pacific fell abruptly from its 
recent record peak to only 6.3% in 2008 as the global financial and economic crisis spread into the region. 
ADB projects a further sharp decline to 3.4% in 2009—barely one third of the 9.5% achieved in 2007.  
 
The effects of the crisis are now fully felt throughout the ADB’s developing member countries (DMCs). 
They pose a particularly dire threat to the region’s poorest and most vulnerable citizens. They will test the 
resources, policies, and skills of developing Asia's governments and economies. The declines in world 
trade and in domestic consumption and business confidence in the G3 countries have severely affected the 
region’s most globally integrated and export-dependent countries. Export growth was down by about 30% 
in East and Southeast Asia in early 2009. Despite a relatively strong performance by the People's 
Republic of China (PRC), growth in East Asia declined from 10.4% in 2007 to 6.6% in 2008. It is 
expected to shrink to 3.6% in 2009.  In Southeast Asia, growth may fall below 1% this year after dropping 
to 4.3% in 2008 from 6.4% in 2007.  The economies of South Asia, less dependent on exports, have 
recorded more moderate declines—to 6.8% in 2008 from 8.6% in 2007— but will slow again in 2009. 
Plunging commodity prices have hurt many Central Asian DMCs and small Pacific economies will 
experience similar problems this year. 
 
The region’s growth may rebound to 6.0% if the global economy experiences mild recovery in 2010. 
Overall, however, downside risks outweigh upside possibilities. Most of developing Asia remains 
inextricably linked to the advanced economies through a high dependence on exports. Recovery prospects 
in the developed world remain unclear, however, and prolonged sluggishness would deepen fundamental 
difficulties the crisis has raised across the region. The banking sector, strengthened by reforms after the 
Asian Financial Crisis of 1997–1998, has so far been remarkably resistant to crisis shocks and fears and 
continues lending normally to the real economy.  But risk avoidance has risen and continued slow growth 
could test banks’ resilience through falling earnings and growing provisions for nonperforming loans. 
Despite some recent mixed signs of tentative recovery, global deleveraging and capital flight have driven 
down many equity markets, further shrinking a key external investment source and dampening domestic 
business confidence and capital spending. International credit markets, including those for trade finance, 
have become tighter, more expensive, or simply unavailable for DMCs. Funding for infrastructure 
projects is fast drying up. A slump in net private flows for both direct and portfolio investment will likely 
to continue and slower growth in remittances is having deleterious effect on economies that rely heavily 
on their overseas workers. The decline in business and consumer sentiment and demand within DMCs—
along with rising unemployment—compounds the effects of recessions abroad.  
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The Human Costs 

Lower inflation and falling food and fuel prices are the lone crisis bright spot for the region’s poor. 
Slowing growth is destroying jobs and driving down the wages, consumption, and welfare of DMC 
households. It threatens to stall or even reverse poverty reduction in the region that is home to about two-
thirds of the world’s poor. ADB estimates that more than 60 million people who would have been lifted 
above the extreme income poverty line of $1.25 per day had the region's high growth continued in 2009 
will remain trapped in deprivation instead. The figure could reach nearly 100 million by the end 2010. 
They may be joined by many millions more from the swelling ranks of the newly unemployed, including 
a reported 20 million workers laid off in the PRC alone. There is a risk that levels of hunger and disease 
may rise significantly within the poorest areas in many DMCs. The crisis threatens achievement of 
income and non-income Millennium Development Goals, particularly in the 15 DMCs already behind on 
the child mortality targets and 13 countries with high or very high maternal mortality rates. 
 
The DMCs’ Response to the Crisis  

Crisis measures so far by individual DMCs have ranged from strong to inadequate, depending on the 
nature and intensity of their crisis effects, and their fiscal and institutional capacity to react. Southeast and 
East Asian governments were able to move quickly on stimulus packages to expand local demand and 
spur job creation. Central banks also took steps to stabilize financial markets and eased monetary policy. 
DMCs in other subregions have lacked either the need or the resources to act as swiftly or on the same 
scale.  
 
Regional and subregional reaction has often been prompt and effective. The February 2009 decision to 
expand a network of bilateral swap arrangements among the ASEAN+3 countries to $120 billion from 
$80 billion was an important confidence-building step. The group is also seeking to expand the local 
currency bond market, a large, underexploited source of investment and finance for the region. Some 
Asian countries are working bilaterally to stabilize currencies and South Asian countries are discussing 
joint action on shared crisis challenges.  
 
ADB’s Role in the Region’s Crisis Response  

ADB’s Goals 

ADB will work with its partners and member countries during this crisis period to achieve several key 
objectives, including restoration of three global public goods essential to economic growth. These are 
market confidence and economic stability, a healthy financial system, and expanding trade. ADB will 
promote the adoption of counter-cyclical policies and programs consistent with the global call for fiscal 
stimulus measures to compensate for the worldwide collapse in private demand. It will work in its DMCs 
to minimize cutbacks in the investments critical to long-term growth and social stability—infrastructure, 
education, and health programs. It will protect society’s most vulnerable people, the poor and the near 
poor, and defend the recent gains in poverty reduction, by supporting existing social safety nets or 
creating new ones. It will also support the structural changes necessary to enable renewed and robust 
growth in the region’s economy and to lessen its vulnerability to volatility in other financial markets.  
 
New Resources to Balance Crisis and Long-Term Development Assistance  

The recent Asian Development Fund (ADF) X replenishment and expected fifth general capital increase 
have enhanced its ability to prepare an aggressive response to the crisis in support of these goals and of its 
DMCs while also helping them sustain momentum on long-term development and poverty reduction. 
DMC demand for ADB’s lending, which has long exceeded supply, has grown rapidly since the crisis 
broke. On 6 April 2009, ADB’s Board of Directors approved a recommendation for a general increase in 
ADB subscribed capital of 200%, with a paid-in portion of 4%. A resolution on this increase is expected 
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to be adopted later this month by ADB’s Board of Governors. This expansion of ADB’s ordinary capital 
resources (OCR), used mainly to fund lending to middle-income DMCs, follows a substantial 
replenishment finalized in May 2008 of ADF for concessional loans and grants to ADB’s low-income 
member countries.  
 
Both the ADF X replenishment and the ADB's fifth general capital increase will allow the bank to 
increase assistance for 2009–2010 under its long-term strategic framework for 2008–2020 (Strategy 2020) 
to more than $32 billion. The bulk of this lending will go to Strategy 2020’s core operations, led by 
infrastructure and including finance and education. These same areas are central to generating 
employment, stimulating domestic demand, and boosting investor confidence during the crisis. This 
represents more than $10 billion of additional resources during 2009-10 as compared to 2007-8. ADB will 
prioritize crisis-response project investments, quick-disbursing policy-based support, and guarantees, as 
well as new initiatives designed to address specific crisis needs.  
 
To meet the crisis demands of low-income countries, ADB will also add to and accelerate its support in 
2009. While the ADF replenishment has increased the average lending and grants to low-income DMCs 
by 30% in the 2009–2012 ADF X period as compared to 2005–2008 and, subject to approval by donors, 
front-loading will raise overall lending and grants in 2009 to about $3.0 billion from the original 
allocation of $2.6 billion. A planned $400 million contribution from ADF’s liquidity reserve will increase 
the available ADF for 2009 to $3.4 billion. ADB may further accelerate front-loading of the 2009–2010 
program if crisis needs warrant.  
 
ADB aims to mobilize close to $4.5 billion of cofinancing with development partners for its projects in 
2009–2010—almost double the amount marshaled in the last two years. It is pursuing framework 
agreements with interested counterparts for trade financing guarantees and infrastructure financing.  
 
ADB will also develop new quick-response counter-cyclical instruments. They will be designed for rapid 
approval and disbursement of funds for urgent budget support, contingency financing in critical 
situations, and further funding for crisis-response stimulus packages. Because the crisis has reset priorities 
in the public sector, ADB will, when necessary, modify assistance programs for both regular and 
supplementary lending to include crisis-related projects. ADB’s public sector operations will focus on 
several short-term goals. ADB will help DMCs manage fiscal challenges through budget support and 
advice on spending and revenue policies to efficiently meet key crisis challenges and the needs of the 
poor in a transparent and accountable way. DMCs will be helped to mitigate social impacts by 
strengthening safety nets. ADB will seek to minimize disruption to current development programs and 
support additional infrastructure and human development undertakings to prevent development advances 
from stalling. It will expand its Asian Infrastructure Financing Initiative and work proactively to arrange 
additional cofinancing for DMC infrastructure development. ADB will consider increasing its share of 
financing in projects already under way to ensure counter-cyclical capital investments.  
 
Mobilizing the Private Sector for Crisis Recovery  

ADB believes the private sector has a leading role to play in overcoming the current crisis and driving the 
next stage of vigorous growth in the region. Its efforts under Strategy 2020 to help DMCs attract private 
sector investments that support inclusive growth and improve the environment will contribute to this end.  
ADB partnerships will help prepare a crucial pipeline for private sector involvement in infrastructure. 
ADB is also taking steps to rebuild business confidence, provide incentives for private sector investment, 
and restore liquidity for trade. ADB’s Trade Finance Facilitation Program (TFFP) will provide about $15 
billion by 2013 on a roll-over basis to provide direct finance and guarantees for trade transactions in 
DMCs in conjunction with international and national banks. This expansion comes at a critical time. 
Many large global banks that traditionally financed DMC trade have retreated from the field to rebuild 
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their capital and reduce risk. TFFP began operations in 2004 as a $150 million program. The volume of 
transactions soared by 570% in 2008, on top of a 78% increase in 2007, and by the end of that year TFFP 
had supported nearly 1,200 international trade transactions in nine DMCs worth over $578 million. ADB 
mobilizes commercial cofinancing by providing credit enhancements. Private investors will likely 
increase requests for these instruments while bearish conditions persist in the capital markets and they 
seek to mitigate heightened credit risk. ADB will accommodate increased applications by introducing a 
performance and planning framework. It will also seek more co-guarantee support from partners. 
 
The Crisis and Policy  

Every crisis teaches lessons and underlines a need for change. The Asian Financial Crisis of 1997-1998 
demonstrated weaknesses in the region’s financial systems and regulation—which led to the reforms that 
have helped developing Asia’s banks weather the current storm. Now the region’s policy makers face 
other complex challenges. In the short term, they must provide fiscal and monetary stimulus and private 
sector incentives without distorting markets. They must make parallel efforts to strengthen safety nets and 
to ensure that key human development work is not halted, abandoned, or overturned. Along with their 
colleagues in the rest of the world, they must also ensure that the protectionist temptation—warning signs 
of which have appeared both within and beyond the region—is suppressed.  A central crisis lesson for the 
long run, however, is that developing Asia must rebalance a growth model that is now too skewed 
towards high saving rates and overdependence on external demand. Export-led growth has delivered 
enormous benefits but its costs have become evident too. Effective rebalancing will require a mix of 
policies that will boost domestic demand and bolster the domestic economy. Specific policy options 
include transferring more corporate savings to households and strengthening social safety nets; creating a 
more attractive investment climate by improving institutions as well as social and physical infrastructure; 
pursuing a more active fiscal policy; and promoting small- and medium-sized enterprises and service 
industries. Such domestic policies must be matched by a concerted global effort to address global 
imbalances. 
 
 
Statement by Mr. Louis Michel, Commissioner for Development and Humanitarian Aid, European 
Commission 
 
Implications of the Global Economic Crisis for Developing Countries – the Response of the European 
Commission  

The context: factors of vulnerability and resilience 

While the current global financial and economic crisis is affecting all developing countries, the extent of 
the impact and the degree of resilience vary significantly across regions, countries and groups of 
populations. The European Commission, in its recently adopted Communication ("Supporting developing 
countries in coping with the crisis"), indicates that it will "in collaboration with international institutions 
and partner countries, conduct further joint country impact analyses of the crisis with a view to 
identifying the most vulnerable countries and to taking coordinated EU country-specific action". 
 
The European Commission has initiated a process aimed at better assessing the expected negative impacts 
of the crisis on developing countries and identifying the potentially most vulnerable countries. As an EU 
contribution to the analyses which have already been undertaken, including by the World Bank and the 
IMF, the assessment takes into account not only the expected economic effects, but also the social and 
political risks that the crisis is already unveiling in a number of countries. 
 
Using available data provided by the IMF, the World Bank and the United Nations Conference on Trade 
and Development, the preliminary part of the analysis focuses on the macroeconomic dimension, 
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measuring the expected short-term negative effects of the crisis on individual developing countries as well 
as their immediate room for manœuvre to tackle it. This economic assessment is based on the three 
following areas: (1) Dependence on export revenues and degree of integration into world trade; (2) 
Dependence on external financial flows and transfers, in particular foreign direct investment and 
remittances; (3) Capacity to react, in particular to adopt fiscal stimulus measures. 
 
In order to have a better and multidimensional understanding of the needs in our partner countries, this 
desk-based analysis is being complemented by the most up to date information available on the ground. 
The main purpose is to better grasp the differentiated effects of the crisis on developing countries by 
confirming or completing the quantitative data on the economic and financial effects with more 
qualitative information, notably on the social and political effects. Two main areas have been identified in 
this regard: (1) Democratic stability; (2) Risk of social unrest. 
 
The Commission services are working closely with EC delegations and EU Member States, in close 
collaboration with international institutions and partner countries, to get further feedback and more in-
depth country-specific analysis on the expected relative impact of the crisis with a view to identifying the 
most vulnerable countries and to targetting coordinated country-specific action.   
 
Timely, coordinated and targeted European Action  

Honouring our aid commitments, leveraging other resources 

Despite the financial crisis, the Doha Conference at the end of 2008 confirmed donors' commitment to 
increasing their ODA, which is crucial to having a comprehensive approach to tackling the crisis. The 
crisis is an additional reason to speed up the ODA increases, not an excuse to shy away from 
commitments, as ODA can act counter-cyclically and support faster recovery in developing countries. 
Therefore all donors should honour their commitments to increase ODA and make additional efforts to 
bring their aid to internationally agreed levels. Besides being an inevitable part of the solution to the 
crisis, it is also a question of donors' credibility.  
 
While Official Development Assistance can be one of the main drivers of a rapid recovery, by itself it is 
not sufficient. All the sources and instruments available should be used to leverage assistance aimed at 
stimulating growth, investment, trade and job creation. Donors should step up efforts to mobilise all 
additional development-relevant finance (e.g. technology transfers, trade finance and private investment). 
The Commission's target is that every euro spent on development aid should leverage a further five euros 
in non-ODA financing for development countries. The Commission has also recommended that EU 
Member States deepen and apply more widely innovative sources of financing, for example building on 
ongoing voluntary solidarity levies, such as the airline tax to finance health programmes. Developing 
countries could look into ways of better mobilising domestic finances for development.  
 
Addressing vulnerability  

In the context of its cooperation with the African, Caribbean and Pacific (ACP) Group of countries which 
comprises some of the most vulnerable developing countries, including 80% of the least developed 
countries and most of the small island economies, the European Commission has taken a number of 
specific measures within the framework of the 10th European Development Fund (EDF) to help those 
countries coping with the crisis. 
 
Those measures include modifying the country strategies in order to increase, where feasible and 
appropriate, the share of quick disbursement programmes, notably through budget support, the 
acceleration of the mid-term review to the second half of 2009 in order to reassess and address the more 
structural impact of the crisis on progress towards reaching the MDGs and the establishment of an "ad 
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hoc vulnerability FLEX" mechanism which will allow for the frontloading of at least €500 million from 
the EDF reserves in favour of the most vulnerable ACP countries. These funds will be made available by 
the autumn of 2009 in the form of grants and, to the extent possible, be delivered through budget support.  
 
The traditional FLEX mechanism foreseen in the EC-ACP Partnership Agreement is an instrument 
aiming at assisting the ACP countries to safeguard socio-economic reforms and policies that could be 
affected negatively as a result of a drop in revenue caused by short term fluctuations in export earnings. 
The mechanism is triggered in year N+1 on the basis of export statistics for the year N. For this reason, 
the traditional FLEX is not sufficiently counter-cyclical to be able to cope with the impact of the present 
economic and financial crisis. The traditional FLEX furthermore only takes account of exogenous shocks 
having an impact on  export earnings, thereby neglecting other channels for transmission of the crisis 
reflected in the balance of payments, notably services such as tourism, remittances and foreign direct 
investment. 
 
In order to address the limits of the traditional FLEX mechanism in coping with the extent of the present 
crisis, the Commission is proposing the establishment of an "ad hoc vulnerability FLEX". This ad hoc 
facility will address both weaknesses of the traditional FLEX mechanism by expanding the vulnerability 
indicators to other factors than only export earnings and by basing the allocation decisions ex ante on 
estimated impact rather than effective data. The model for the identification of the most vulnerable group 
of ACP countries and for the allocation of funds among those countries still needs to be finalised but will 
be elaborated in close collaboration with the Bretton Woods Institutions in order to ensure consistency in 
data used and complementarity with the interventions by the other major donors. 
 
Sustaining economic activity and employment 

Maintaining and building infrastructure 

Maintenance and building of infrastructure are effective crisis mitigators to reach the most vulnerable and 
create jobs, through local infrastructure development and maintenance while serving basic needs and 
stimulating economic activity and trade. The Commission will provide support for labour-intensive 
infrastructure works and maintenance in order to preserve access to services and to curb likely under-
spending on maintenance due to fiscal pressure in developing countries. 
 
Investments in large-scale infrastructure should be accelerated to increase the competitiveness of 
developing countries and create cross-border and cross-regional interconnectivity. Concerning Africa, the 
EU will focus on closing the infrastructure financing gaps for the key missing links identified in the EU 
Africa Infrastructure Partnership. 
 
As one of the main instruments of the EU Africa Partnership on Infrastructure, the EU-Africa 
Infrastructure Trust Fund (ITF) has been successfully in operation since mid 2007, raising about €150 
million in grant contributions from EU Member States and the European Development Fund (EDF). The 
ITF Executive Committee has so far approved 8 projects, allowing the use of €65 million in grants for 
projects leveraging a total amount of €830 million. 
 
The Commission is aiming to increase the grant inlay in the EU-Africa Infrastructure Trust Fund to €500 
million by 2010. The Commission will allocate €200 million for 2009-2010, doubling its current inlay, 
and is calling on EU Member States to join this effort so as to raise €500 million. Achieving this target 
will leverage €2.5 billion in soft loans to support infrastructure. 
 
Furthermore, the Commission proposes to adapt the Trust Fund (i) to include national infrastructure 
which is part of regional networks and (ii) to introduce risk guarantee mechanisms. Moreover, the Project 
Financiers Group should include the African Development Bank and be open to contributing third 
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countries. Hence, the Commission is calling on EU Member States to support the necessary amendment 
of the Trust Fund Agreement.  
 
Revitalising agriculture  

The social, economic and political effects of the high food prices of 2007 and the first half of 2008 have 
reminded the world of the fundamental importance of agriculture in developing countries. A flourishing 
agricultural sector provides employment and earnings for hundreds of millions of people, supplies food at 
reasonable prices to consumers, and allows for a quick supply response to price signals and thereby 
smoothes price fluctuations. The poor functioning of agricultural sectors has contributed to the reverse 
situation: rapid food price increases in many countries, leading to an increase in malnutrition rates and 
costly policy responses. After years of progress in reducing malnutrition, the world is presently close to 
the number of 1 billion hungry. Moreover, the economic policy response measures taken in response to 
the high food prices, like a reduction in VAT or import duties, are often difficult to change –certainly 
during an economic crisis- implying multi-annual budgetary consequences. 
 
The Bretton Woods institutions have been quick to understand the gravity of the situation and I would 
like to commend them for the quality of the work done in the course of 2008 - analytical work, as well as 
financial and policy responses, the latter largely in the framework of the UN High Level Task Force. This 
work has also been valuable for the European Commission in preparing the €1 billion Food Facility, 
which obtained the approval of the European Council and Parliament in December last year. Moreover, 
the World Bank will be an important implementing partner in programmes financed by the Food Facility 
and I look forward to the same quality of cooperation continuing with the Bank in the implementation 
stage. 
 
While global food prices have gone down recently, structural problems in agriculture remain in most 
developing countries, such as the poor functioning of input and output markets, weak organisational 
structures, inadequate rural infrastructure, insufficient rural finance, and limited demand driven research 
and extension.  The revitalisation of agriculture in developing countries calls for renewed policy attention 
and enhanced investments in the sector. This includes an improved link between agriculture and 
infrastructure: targeted infrastructural investments will need to more effectively connect production areas 
with markets, requiring support for export infrastructure as well as for small-scale rural infrastructure. 
Partnerships, involving governments, private sector, producer organisations and development partners, 
should be formed to foster these agriculture-infrastructure links. In Africa, this can for instance be 
achieved within the framework of the Comprehensive Africa Agriculture Development Programme 
(CAADP), a programme that receives the active support of both the World Bank and the EU. 
 
Investing in green growth/Climate change  

Significant domestic and external sources of finance, both private and public, will be required to tackle 
climate change, particularly in the most vulnerable developing countries. With a view towards 
Copenhagen, it is essential for us to act to support the poorest and most vulnerable countries in adapting 
to the devastating impacts of climate change. Given the major duty of developed countries for climate 
change so far, it is their political and moral responsibility to bear the major burden of meeting the costs of 
adaptation in the Least Developed Countries. 
 
Various estimates of the cost of adaptation have been produced by different institutions, ranging from $10 
billion to $100 billion per year by 2030. This shows that estimates are clearly based on definitions of 
adaptation that vary from one institution to another. It is also the result of underlying uncertainty about 
the exact impacts of climate change. We therefore still need to establish greater clarity on the definition of 
the nebulous concept of adaptation and more realistic bottom up approaches to define the financing needs.  
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The National Adaption Programmes of Action (NAPAs) are certainly a good start. However, they 
sometimes constitute a list of projects with insufficient linkage with the global and sector strategies of the 
countries concerned and they need to be updated. 
 
The Bali Action Programme strongly appeals to the needs of developing countries which are particularly 
vulnerable to the adverse effects of climate change, especially the Least Developed Countries and Small 
Island Developing States. Climate change risks upsetting progress towards achieving the Millennium 
Development Goals and the international community must do its utmost for these countries to counteract 
this threat. We are therefore implementing the Global Climate Change Alliance (GCCA) to deepen our 
dialogue and step up our financial cooperation with these countries. The Alliance is focused in the first 
instance on supporting climate adaptation and is closely linked to promoting disaster risk reduction. The 
Alliance also encourages mitigation activities that contribute to poverty reduction such as tackling 
deforestation.  
 
For our credibility, it is vital to ensure good coordination and to apply the Paris Principles of ownership 
by the beneficiaries and alignment with their policies. Ideally, additional assistance should be integrated 
into development strategies that fully reflect the effects of climate change and are implemented through 
budget support. But this will take some time and needs to be prepared carefully. We are ready to explore 
opportunities for synergies in that direction with all those involved. 
 
I am firmly convinced that no agreement on an ambitious post Kyoto regime on climate change will be 
reached in Copenhagen without strong support from developing countries. To obtain this support, we 
need to find adequate resources for financing the costs of adaptation in the most vulnerable countries. I 
would therefore like to strongly advocate working together towards mobilising innovative finance for 
addressing climate change, in particular for adaptation in least developed countries.  
 
Stimulating trade and private investment 

As a result of the crisis, global trade is predicted to fall for the first time in more than 20 years, by 9%. 
Capital inflows have already decreased dramatically and intra-regional trade flows have slowed down 
substantially. To counteract the negative effects of the crisis, decisive action is needed to rebuild trust and 
predictability for market actors, reduce trading costs and reinforce productive capacities. The international 
community should pursue two main objectives.  
 
First, it should respect all pledges made on Aid for Trade (AfT) - quantitative and qualitative. All aspects 
of the AfT agenda require increased attention. In 2007, the EC provided €1.019 billion in Trade Related 
Assistance (TRA), surpassing its €1 billion commitment for 2010. EU Member States' TRA totalled €960 
million, a significant increase from 2006. Combined EU spending on all Aid for Trade again exceeded €7 
billion in 2007.   
 
Secondly, in line with the G20 outcome, the international community needs to take forward the work on 
trade finance, which has been adversely affected by the tightening of global liquidity. Export credits, 
credit facilities and guarantees are essential to support trade and must be enhanced. 
 
Improving efficiency, including conditionality 

In addition to honouring our aid commitments, we must make sure that each euro or dollar of our aid 
achieves maximum development impact. While aid effectiveness has always been important, now is more 
than ever the time to make sure our aid is being channelled efficiently, and that recipient countries are 
given the opportunity and responsibility of taking charge of their own futures. We, donors and partner 
countries alike, must fulfill our commitments as embodied in the Paris Declaration and the Accra Agenda 
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for Action (AAA). Continued "aid ineffectiveness" reduces resources that could be used to reduce 
poverty, educate children, save lives, and promote growth. 
 
The European Commission considers conditionality to be at the heart of the aid effectiveness debate. 
Often, conditionalities are perfectly logical and reasonable when viewed in the context of an individual 
programme or project for the purpose of ensuring maximum development impact.  However, when 
multiplied by the large number of programmes and donors involved at country level, the myriad of 
conditionalities faced by recipient countries can be overwhelming, especially if they conflict with each 
other. Contrary to increasing the development impact as intended, the aggregate result of these 
conditionalities is the creation of inefficiency and reduced ownership. 
 
We must, therefore, move forward with urgency on our AAA commitments to mutually agree on a limited 
number of conditions drawn from developing countries' own development strategies, to start a dialogue 
on good practices on conditionality and to increase the emphasis on harmonised, results-based 
conditionality.  
 
Building on further joint analysis of the impact of the crisis, the Commission will review its ongoing 
budget support operations in vulnerable countries and will consider the options available to ensure 
resources are quickly disbursed to meet the most critical needs.  In the most vulnerable countries, the 
Commission will work with our partners, on a case by case basis, to consider introducing a temporary 
period of stabilisation during which expectations on conditions and outcome indicators are moderated to 
take account of the need to safeguard what has been achieved so far.  This can only happen where there is 
continued commitment by partner country authorities to poverty reduction, public financial management 
reform, good governance and adherence to safeguarding macro-economic stability to the best of their 
ability. 
 
Working together for governance and stability  

Governance and fighting corruption are key to sustainable economic development. Several areas deserve 
special support. Developing countries need to pursue efforts to establish a sound macroeconomic and 
regulatory environment for private-sector activities and growth. This is the best incentive for attracting 
foreign investment and reducing domestic capital flight. Good governance in the fiscal area, i.e. 
transparency, exchange of information, fair tax competition, and sound customs systems will increase 
domestic financial resources for development. Moreover external debt should be managed carefully. 
Higher borrowing to help offset the impact of the crisis could pose serious risks to the sustainability of 
debt, in particular for those developing countries that already have a high debt burden. 
 
Countries in fragile situations will require specific attention and action. Measures must be taken to 
enhance early warning, conflict prevention, crisis management and democracy building aiming at 
consolidating political and social stability and preserving the democratic gains attained over the last years. 
The Commission will intensify political dialogue with these countries. 
 
Finally, this national governance agenda should be complemented by a strengthening of regional 
integration processes. Uncoordinated, or even competing, national plans can have a detrimental effect on 
neighbouring countries and worsen the economic recession. Conversely, regional integration and 
cooperation, in particular the promotion of intra-regional trade and free movement of goods, services, 
persons and capital, will help mitigate the longer-term effects of the crisis. In this regard, the conclusion 
of comprehensive Economic Partnership Agreements with ACP regions is essential. 
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More efficient and inclusive global financial institutions: the question of reform of voice and 
representation of developing countries   

The EC welcomes the agreement at the G20 summit in London to substantially increase resources for the 
IFIs, including resources to boost their capacity to help countries in need. This includes immediate 
financing from members of $250 billion – of which $100 billion or €75 billion is provided by EU 
Member States – which will be subsequently incorporated into an expanded and more flexible New 
Arrangements to Borrow increased to $500 billion - a general SDR allocation of $250 billion as well as 
ratification by IMF members of the Fourth Amendment.  
 
In addition, the G20 agreed to reform the mandates, scope and governance of the IFIs to ensure greater 
voice and representation for emerging and developing countries and that their heads and senior leadership 
should be appointed through an open, transparent and merit-based selection process. For the World Bank, 
the Commission favours the fast-tracking of IDA as a crisis mitigation measure. IFI conditionality needs 
to be tailored to the specific situation of each country in the current crisis. 
 
Regarding the reform to ensure greater voice and representation, the Commission welcomes the first 
phase of the voice and participation reform package to improve the voice and representation of DTCs. 
The World Bank Board has taken a considerable step forward in the right direction by attributing a 
supplementary chair to sub-Saharan Africa.. 

But we have to go further and accelerate the discussion of more in-depth reform. In this respect, the 
Commission would be in favour of speeding up the implementation of the orientations taken at the 
October 2008 Development Committee meeting while the second phase of the voice and participation 
reform package, scheduled to conclude in 2011, could be accelerated for an earlier conclusion, preferably 
a possible target date being April 2010. The European Commission believes that enhancing the voice and 
participation of developing and transition countries as well as their ownership of WB programmes and 
policies should increase both the legitimacy and the efficiency of the World Bank as a global institution.  
In this respect, a re-distribution of the seats at the Board at the WB encompassing the issue of 
consolidation of European seats should not be excluded in the longer term. 

The Commission would also support additional capacity building in large constituencies' offices and 
higher representation of staff from developing and transition countries in senior management positions. 
 
In terms of World Bank efficiency, the Commission advocates further decentralization of the Bank's 
operations to beneficiary countries. Concerning the efficiency of the WB Board, the Commission 
advocates more delegated authority and enhanced preparation of Board meetings in specialized 
Committees. 
 
 
Statement by Mr. Kanayo F. Nwanze, President, International Fund for Agricultural Development 
 
The task we face as an international community is a profound and sobering one:  how to stem the current 
recession and accelerate economic recovery while simultaneously acting to turn the present crises into 
opportunities leading to more equitable and sustainable growth and development. The global financial 
crisis has exacerbated the effects of the food crisis. We cannot stand by as these combined crises condemn 
millions of people to poverty and hunger. Working together and drawing on our different capacities and 
expertise, we can help shape policies and responses that will make a real and sustainable difference to the 
lives of hundreds of millions of poor women and men.  
 
The dramatic food price spike of 2008 was a wake up call to global leaders. It provided irrefutable 
evidence of the consequences of failing, for decades, to invest sufficiently in agriculture. In the absence of 
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such investment, we have been depriving the poorest members of our society of access to adequate food 
supplies. We have been paying insufficient attention to the effects of urban migration and rising incomes, 
expanding populations, increased competition for natural resources, and a changing climate.  
 
Continuing higher-than-average food prices as well as food price volatility have combined with the 
effects of the financial crisis and spreading global recession to trap as many as 120 million additional 
people into poverty and malnourishment. This has pushed the total number of hungry people to around 
one billion.   
 
Migrants in many countries are returning to their rural communities, having lost their jobs and their 
homes in the cities or overseas. This reverse migration means more mouths to feed and less money in the 
form of remittances. Remittances are a vital lifeline for rural communities around the world. And in 
numerous countries, they also provide a significant share of GDP.   While remittances are projected to fall 
in many regions, there is also evidence that they are more resilient than might have been expected.   
 
Robust and carefully targeted investment is urgently needed to repair the foundations of agricultural 
growth and development. Fortification of these foundations is essential for constructing global food 
security, stimulating economic recovery, and transforming rural economies.   
 
These investments must focus on the source of livelihoods for the vast majority of poor and hungry 
people – smallholder farmers – who represent tremendous untapped potential for generating sustainable 
growth and equitable wealth in the developing world. With targeted investment in smallholder 
agriculture, the majority of the world’s poor people will be able to expand their assets and forge a 
pathway out of poverty and hunger.  Strategic, priority investments to maintain and increase agricultural 
productivity and production – particularly for the two billion people working on the 450 million to 500 
million smallholder farms worldwide – must therefore be an integral component of financial recovery 
packages. Without such investments, further declines in already stagnant rates of agricultural productivity 
are likely to result in significant increases in the prices of maize, wheat and rice, with the attendant risk of 
an even larger global food crisis, according to the International Food Policy Research Institute.   
 
IFAD’s operational experience teaches that the priority areas for investment to enhance productivity and 
production are:  
 
 agricultural research to develop pro-poor technologies that will improve the productivity and 

production of poor rural farmers, based on the specific crops and conditions of importance to them, 
including drought, pest and salinity resistant varieties.  Agricultural research, which so successfully 
drove the Green Revolution in Asia, has been shown to deliver rates of return in excess of 40%.  
IFAD is one of the major financial supporters of the CGIAR system and is now helping to review the 
system and reorient it to the new research agenda of today.  

 local infrastructure – irrigation, communications, power and transport.  In particular we need to 
invest in the “first mile” rural roads – to ensure that what is produced by poor rural people can 
actually reach the markets and fetch a good price.  

 access to financial services, so that smallholder farmers can buy fertiliser and better seeds, gain more 
control over when and where to sell their produce, and insure themselves against risks such as 
drought. 

 agro-processing, to reduce post-harvest losses and improve quality.   
 market linkages as well as better access to market information, including on prices.     
 strengthening local institutions, including organizations of smallholder farmers and rural poor 

producers – with particular attention to women and indigenous peoples -- to enable them to better 
share knowledge, access information and resources, and to leverage greater economic and political 
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clout.  This is essential to help mobilize the political will at national, regional, and international levels 
to create policy environments in which smallholder farmers can flourish.  

 
There has already been strong interest in one type of foreign investment - leasing or even purchasing 
agricultural land in developing countries. If policy approaches ensure that local communities share fairly 
in the development benefits of such investments, they will be helpful for food security and poverty 
reduction. But there are important risks and they need to be managed with care and with appropriate 
regulation.  

 
If this suggests that we know, broadly speaking, what needs to be done to increase agricultural 
productivity while preserving natural resources, the challenge remains how? How can we best rally the 
political will and institutional capability, and mobilize resources adequate to the challenges ahead?   

 
The UN Secretary General’s High Level Task Force on Global Food Security has already helped bring the 
UN agencies and the Bretton Woods Institutions together under a Comprehensive Framework for Action 
(CFA) in a way that has rarely been done before, but that is indispensable today. The CFA can provide a 
common reference upon which to build national strategies for action to improve food security. It clearly 
outlines what needs to be done:  

 
 We must provide food for the hungry so they can eat today 
 We must invest more in smallholder farmers so that they can produce more and feed themselves, 

their families and the world tomorrow.  
 
The decline in developing country revenues and the fall in foreign investment point to the increased 
importance of official development assistance for investments in the agriculture sector. The CFA has 
called for at least 10 per cent of ODA for agriculture.  It has also estimated that an additional US$12 to 
20 billion per year is needed to bring about the required increase in productivity of smallholder farmers.  
 
Improved effectiveness of aid is also critical. The Paris Declaration principles provide important guidance 
for these improvements, but their specific application in the agriculture sector requires further elaboration.  
With respect to the principle of ownership, for example, special efforts are needed to engage farmers and 
rural communities in policy making and programme design and implementation.  Participation by farmers 
and rural poor people, along with parliaments, local authorities, and the private sector is also important 
for establishing and monitoring targets for agricultural programme performance, a key component of 
managing for results.  The principle of alignment needs to be considered in relation to coherence among 
national stakeholders and government institutions and the principle of mutual accountability needs to be 
applied broadly to include non-governmental actors, especially farmers, civil society organizations, and 
the private sector.   
 
Poverty and hunger are inhuman and cannot be tolerated. The only way to eliminate them both is to 
empower rural communities to take responsibility for their own growth and development. IFAD’s 
mandate is precisely to enable poor rural people to overcome poverty. In February this year, IFAD’s 
Governing Council approved a record replenishment of US$1.2 billion, representing an unprecedented 67 
per cent increase over the previous one. Over the next five years, through US$3.7 billion in funding to 
agricultural programmes and projects, IFAD will be able to help approximately 70 million poor 
smallholder farmers to increase their productivity and incomes.  
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Statement by Mr. Juan Somavia, Director-General, International Labour Office 
 
 
We are facing a social recession with potential security risks.  In nearly all countries around the world, 
job losses are mounting, job creation is slowing, unemployment and working poverty is increasing often 
dramatically. As good jobs disappear, especially in developing countries, women and men struggle to 
survive in the informal economy or back in the villages where poverty is rife. 
 
With the IMF’s latest forecasts of the global economy suggesting that growth will only re-emerge in 2010 
with a weak recovery thereafter, the global jobs crisis could become extremely grave with serious social 
and political consequences. Dry figures cannot capture the anger, frustration and despair of people. We 
must be aware that the global jobs and social protection crisis affecting working families and local 
communities, if left unchecked, can suddenly become a much larger political crisis.  
 
People expect a much greater focus on social protection, decent work and sustainable enterprises. The 
financial, economic, social and employment dynamics of the global crisis call for equally strong 
interlinked policy responses. A concerted global effort to bring forward recovery, make it job-intensive 
and shape a pattern for sustainable growth based on stronger and better functioning labour markets and 
social protection systems needs to be a central component of crisis response measures. 
 
Towards an ILO Global Jobs Pact.  The International Labour Organization is developing a Decent Work 
response to the crisis -- a global jobs pact. The idea of a global jobs pact is widely supported. It is 
envisaged as a policy contribution by the ILO’s tripartite constituency – actors in the real economy -- to 
mitigate the impact of the crisis and to shape a productive and sustainable recovery. Alongside a series of 
measures to strengthen social protection and employment policies, the pact would also aim to increase 
international cooperation mechanisms to ensure that vulnerable countries, in particular least developed 
countries, as well as those with constrained policy space have sufficient resources to take counter cyclical 
measures. A prerequisite is the maintenance and enlargement of aid flows. The Organization is pledged to 
deepening its collaboration with all relevant partner agencies as called for by the G20 in their London 
Leaders’ Statement. 
 
We are facing a social recession with potential security risks  

We know the facts. In nearly all countries around the world, job losses are mounting, job creation is 
slowing, unemployment and working poverty is increasing often dramatically. As good jobs disappear, 
especially in developing countries women and men struggle to survive in the informal economy or back in 
the villages where poverty is rife. The first signs of a resurgence of child labour and infant mortality are 
emerging. Migrant workers’ remittances are falling contributing to a rise in poverty in home countries and 
job and/or income losses in host countries. For irregular migrants at the bottom of the jobs ladder the risk 
of falling into the hands of people traffickers and other forms of coercive labour is increasing. 
 
Wages and working conditions are under pressure, social protection systems even in wealthier countries 
often fail to cover all those without work and in most developing countries a tiny fraction of the jobless 
have a state provided income support. Business failures are increasing and access to credit continues to be 
tight. 
 
With approximately 45 million new job seekers entering the global labour market every year, this jobs 
crisis is set to worsen sharply as the recession deepens and lengthens. Furthermore, recovery in the labour 
market comes with a considerable lag after output growth picks up. We fear that the numbers of women 
and men working but unable to lift themselves and their families above the $1 and 2 a day poverty lines 
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will rise significantly as a result of the recession. And this comes on top of the food and fuel price rise 
which may have pushed the numbers of undernourished people over 1 billion. 
 
In industrial countries, the OECD average unemployment rate reached 6.9% in January 2009, 1.3 
percentage points higher than a year earlier. There were over 6 million more unemployed persons in the 
OECD area in January compared with a year earlier. Labour market conditions are now deteriorating in a 
large majority of OECD countries. Young people, immigrants, low-skilled and older workers are bearing 
the brunt of rising unemployment. Workers on temporary contracts are also particularly vulnerable. 
 
With the IMF’s latest forecasts of the global economy suggesting that growth will only re-emerge in 2010 
with a weak recovery thereafter, the global jobs crisis could become extremely grave with serious social 
and political consequences. The ILO’s previous worst case scenario based on earlier more optimistic 
forecasts was for a rise in global unemployment during 2008 and 2009 of 50 million. We are certainly on 
track for that grim result. We continue to monitor the situation. 
 
Dry figures cannot capture the anger, frustration and despair of people. Working women and men have 
absolutely no responsibility for the financial collapse. Yet they are being thrown out of work or being 
asked to take major cuts in wages and working conditions. This is giving rise to legitimate, organised and 
constructive protest. In addition the social effects of the recession cumulate insidiously in drug and 
alcohol abuse, domestic and workplace violence, rising suicides, increased crime, inter-community 
conflict as well as spontaneous riots and different forms of violence. 
 
Under these conditions some societies can inadvertently stumble into wider security risks that put in 
danger national political stability and even peace in already tense situations. We must be aware that the 
global jobs and social protection crisis affecting working families and local communities, if left 
unchecked, can suddenly become a much larger political crisis. The simmering ferment of a social 
recession is there.  
 
Current forecasts therefore cannot be allowed to become a reality. We need a stronger and better 
concerted global effort to bring forward recovery and make it job-intensive and poverty-reducing. 
Furthermore a central component of crisis response measures must be stronger and better functioning 
labour markets and social protection systems to deal with the emergency but also to shape a pattern for 
inclusive and sustainable growth in the future. 
 
People expect a much greater focus on social protection, decent work and sustainable enterprises 

The ILO’s tripartite global constituency hopes that the measures taken will establish a fully working 
financial system that can get credit flowing for productive investments, sustainable consumption, trade 
and innovation. The Managing Director of the IMF has rightly emphasized the importance of establishing 
functioning credit markets as a foundation for a durable recovery. This is particularly important for the 
financing of the sustainable productive enterprises that are the leaders in generating decent work. The 
previous regulatory regime did not favour such firms. The first and most important tests for a new 
international regulatory regime for finance markets must be whether it creates incentives for productive 
investment in sustainable enterprises, large and small, that generate decent jobs and disincentives to 
speculative behaviour. 
 
But people need support too. I welcome the important progress made on many fronts by the London G20 
Summit on growth, jobs and stability in fighting the crisis. The commitment that a “global plan for 
recovery must have at its heart the needs and jobs of hard-working families, not just in developed 
countries but in emerging markets and the poorest countries of the world too” is a significant step forward 
in shaping a balanced recovery.  
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More than 80 per cent of the world’s workers have no access to social protection. For them no job means 
no income and when savings run out that means a slide into poverty. The ILO has calculated that a basic 
social protection package of a modest cash benefit for children and a modest pension for the elderly and 
persons with disabilities, together with access to basic health care, can be constructed progressively 
without overstraining public budgets. Such schemes have been shown to have a huge and rapid impact on 
extreme poverty. In the longer run the experience of today’s wealthier but once poor countries shows that 
social protection is an investment in the empowerment of people and the development of human capital – 
both key to the future prosperity of enterprises and the economy.  
 
It is extremely welcome that some of the major increase in funds allocated to the IMF and World Bank 
will be available to expand and establish basic social protection schemes. Any international support put in 
place for social safety nets to address the crisis should be conceived as a contribution to the establishment 
of a more permanent social floor in each country according to its means and possibilities. I have no doubt 
that both countries providing resources and those eventually requesting them will want to see these funds 
set up in a manner that ensures access to the specialized technical expertise available on these issues in 
the United Nations system. 
 
A lengthy period of increasing unemployment and working poverty will certainly increase social tensions. 
The burden is not falling evenly and those hardest hit will feel justifiably unfairly treated. In these 
circumstances, business and governments must reinforce their commitment to the core labour standards to 
which all workers in all countries should have recourse.1  Trade unions and employers organizations are 
vital allies for governments in ensuring that resolution of tensions is sought through dialogue and 
negotiation. Three-way tripartite discussions on how to mitigate the crisis and accelerate recovery are 
both a means of developing effective policy responses and also an economic and social stabilizer. This is 
not always possible but should be attempted.  
 
Towards an ILO Global Jobs Pact 

On March 23rd 2009, a High-level Tripartite Meeting on the crisis held during the ILO Governing Body 
session discussed with the Managing Director of the IMF Dominique Strauss-Kahn the adequacy of crisis 
response measures. The Meeting followed on from a similarly extensive exchange of views with 
President Zoellick of the World Bank in March 2008.  
 
Building on a major ILO report on “The financial and economic crisis: a decent work response” 2and 
several regional meetings of ILO constituents, the Meeting identified a number of points of convergence 
which ILO constituents and the Office were invited to use in their further efforts to develop crisis 
response measures. The idea of a Global Jobs Pact is widely supported. It is envisaged as a policy 
contribution by the ILO’s tripartite constituency – actors in the real economy -- to mitigate the impact of 
the crisis and to shape a productive and sustainable recovery. Such a pact would be agreed to by the ILO’s 
tripartite constituency based on the main policy tools of the Organization. It would constitute the ILO’s 
contribution to national decision-making and to international cooperation and policy convergence on the 
crisis. 

                                                 
1  Adopted in 1998, the ILO Declaration on Fundamental Principles and Rights at Work is an expression of commitment by 
governments, employers' and workers' organizations to uphold basic human values - values that are vital to our social and 
economic lives. These principles and rights are freedom of association and the effective recognition of the right to collective 
bargaining; the elimination of all forms of forced or compulsory labour; the effective abolition of child labour; and the 
elimination of discrimination in respect of employment and occupation. 
2  Available at http://www.ilo.org/public/english/bureau/inst/download/tackling.pdf  
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Alongside financial rescue and reform measures, fiscal stimulus packages, and reform of the institutions 
for the governance of globalization, key policy instruments in such a Pact to be developed in national 
policy packages through consultation and social dialogue include: 
 

(i) Strengthened income maintenance measures for the unemployed such as boosting unemployment 
benefits (duration, coverage), incentives to employers for work sharing and temporary worker 
retention, and complementary cash transfer programmes. 

(ii) Expanding social protection measures and protecting pensions from the devastating decline of 
financial markets. 

(iii) Targeted support to vulnerable groups and sectors, such as introducing temporary youth 
employment programmes. 

(iv) Stronger active labour market policies to support employment and earnings, such as introducing 
temporary payroll tax holidays or wage subsidies and expanding training programmes to the 
unemployed. 

(v) Investment in the development of worker skills to prepare for recovery during the periods of slack 
labour demand. 

(vi) Strengthening of employment services, to facilitate the adjustment of firms and individuals to 
changing labour market conditions. Employment services are more important than ever in times of 
crisis as workforce mobility increases. 

(vii) Special emergency support to enterprises, particularly small and medium-sized enterprises, to 
access credit and overcome cash-flow problems. 

(viii) Public investment in infrastructure, through emergency public works with employment-
intensive techniques, including measures that contribute to adapting to and mitigating the effects of 
climate change. Incentives and investments in energy efficient technologies and “green jobs” can be 
an important contribution to job creation and recovery. 

(ix) Socially responsible restructuring of enterprises and sectors. 

(x)  Strengthened collective bargaining arrangements to facilitate negotiated wage settlements, 
especially regarding low-paid workers, aimed at sustaining real incomes and thus consumer demand; 
and  

(xi)   Improved labour market information together with the analysis of policy impacts. 
 

A global jobs pact would also aim to increase international cooperation mechanisms to ensure that 
vulnerable countries, in particular least developed countries, as well as those with constrained policy 
space have sufficient resources to take counter cyclical measures. A prerequisite is the maintenance and 
enlargement of aid flows.  
 
An important boost to the ILO’s efforts to reinforce the social protection and jobs dimension of global 
recovery was provided by the G20 which included the following in its  communiqué of April 2: 
 

“We recognise the human dimension to the crisis. We commit to support those affected 
by the crisis by creating employment opportunities and through income support 
measures. We will build a fair and family-friendly labour market for both women and 
men. We therefore welcome the reports of the London Jobs Conference and the Rome 
Social Summit and the key principles they proposed. We will support employment by 
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stimulating growth, investing in education and training, and through active labour 
market policies, focusing on the most vulnerable. We call upon the ILO, working with 
other relevant organisations, to assess the actions taken and those required for the 
future.” 
 

To be economically and socially effective, politically sustainable and avoid the risk of protectionist 
reactions, policies to reduce the severity of the recession, accelerate recovery and shape a more inclusive, 
stable and sustainable globalization must be truly global. Practice has shown that this is not easy and the 
primacy of national interests and the institutional interests of international organisations continues to be 
present. The ILO will work with other partner international agencies to assist countries in focusing 
recovery measures on jobs and social protection. This will help to reinforce some of the key national 
institutions needed for a more sustainable pattern of global development in the future. 
 
We were glad to participate in the London Jobs Conference of the G20 and the Rome Social Summit of 
the G8 plus 6 developing countries which made important contributions in addressing people’s issues. 
The ILO was also active in the High Level Committee on Programmes of the United Nations which 
decided to work together on nine initiatives including a social floor, a global jobs pact, strengthening 
ongoing initiatives on food security and the green economy, and establishing a joint World Bank UN 
system mechanism for the common articulation and implementation of additional financing including 
through the World Bank proposed Vulnerability Financing Framework. These initiatives were endorsed 
by the UN Chief Executives Board chaired by the Secretary General. 
 
The ILO’s 2009 Conference in June will further examine the crisis responses including the development 
of the envisioned ILO Global Jobs Pact and increased collaboration with other relevant international 
agencies. 
 
 
Statement by Mr. Birama B. Sidibe, Vice President, Operations, Islamic Development Bank 
 
On behalf of the Islamic Development Bank (IsDB) Group, I would like to express our sincere thanks and 
appreciation to the Development Committee for inviting us to its 79th Meeting. The IsDB always attaches 
great importance to this forum which discusses the major development issues affecting the global 
economy with special reference to the developing countries and provides valuable policy guidance for 
addressing them in the most effective manner. 
 
It is indeed a great honour and privilege for me to represent the Islamic Development Bank Group in this 
august gathering of distinguished leaders and policy makers from around the globe who will be discussing 
in this meeting two items: the implications of the global economic crisis for developing countries and the 
role of the international financial institutions; and the update on the issue of voice and participation. 
 
The year 2008 was a challenging year for the global economy in which countries across the globe 
suffered from food, energy, and financial crises. The magnitude of these crises, particularly the latter, was 
so enormous that they have adversely affected years of development efforts and it will take a long time to 
counter their negative impacts. The bold decisions taken by the G-20 leaders in their Summit in London 
on 2nd April 2009 were indeed very timely. I will briefly highlight the impact of these crises on the 
economies of IsDB member countries, the actions taken by the Bank to assist these countries in mitigating 
the adverse effects and, as a member of the MDB family, the role that it intends to play in the light of G-
20 decisions. 
 
We all know that the global economy is going through a very difficult period. The major economies are 
going through an economic recession – the most serious of its nature in the past more than fifty years. The 
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world output growth which was 5.2 percent in 2007 declined to 3.2 percent in 2008, and according to the 
latest IMF projections will be negative 1.3 percent in 2009. 
 
The world trade will also be shrinking in 2009.  The volume of world trade which increased by 7.2 
percent in 2007, registered a growth of only 3.3 percent in 2008 and is projected to decline by 11 percent 
in 2009.  Being heavily dependent on their exports, many IsDB member countries will suffer as a result of 
this decline, which is likely to severely curtail their development plans. 
 
While it will take a long time to assess the full impact of the financial crisis on the member countries, 
preliminary estimates by the IsDB show that the impact has been enormous in terms of economic growth, 
current account balance, fiscal balance, foreign exchange reserves, losses in stock markets, increase in 
unemployment and poverty, and reduction in investment particularly foreign direct investment. It has also 
added to the debt vulnerability of several member countries which are already in risk of debt distress. 
 
The real GDP growth in IsDB member countries as a group decelerated from 6.1 percent in 2007 to 4.9 
percent in 2008, and is projected to decline further to 2.3 percent in 2009. Although their current account 
surplus as a percentage of GDP improved from 7.9 percent in 2007 to 12.7 percent in 2008, it is projected 
to drop to 8.8 percent in 2009. Although this looks like a reasonable number, it hides the variations at 
country and regional levels. For example, the member countries in sub-Sahara Africa which had a current 
account surplus of 7.5 percent in 2008 are expected to have a deficit of 0.03 percent in 2009. 
 
The food and fuel crises came at a time when IsDB member countries as a group were already behind in 
terms of achieving the Millennium Development Goals (MDGs) and the goals set in the IsDB 1440H 
Vision. Our estimates show that there are several IsDB member countries which are not on track to 
achieve the MDGs by 2015. And there are member countries where the available statistics show a 
regressive situation in terms of poverty, undernourished population, maternal mortality, etc. According to 
recent estimates, the food and fuel crises have pushed between 120-155 million more people below the 
poverty line. We believe that a significant number of these, in both Africa and Asia, are from the IsDB 
member countries. 
 
The global financial crisis has made the already serious problem of unemployment even more acute. 
According to ILO "Based on new developments in the labour market and depending on the timeliness and 
effectiveness of recovery efforts, the global unemployment in 2009 could increase by a range of 18 
million to 30 million workers, and more than 50 million if the situation continues to deteriorate." The ILO 
report also adds that in this last scenario some 200 million workers, mostly in developing economies, 
could be pushed into extreme poverty. The IsDB is also quite concerned about the employment situation 
in its member countries. A recent study by the IsDB showed that unemployment in member countries was 
increasing over time both in absolute terms and as percentage of labour force. It is therefore apparent that 
the targets of poverty alleviation in IsDB 1440H Vision and MDGs cannot be achieved without 
effectively addressing this problem. 
 
The financial crisis had a tremendous impact on the stock markets in IsDB member countries resulting in 
a loss of hundreds of billions of dollars in stock value. Between 1st September 2008 and 15 April 2009, 
the market capitalization in several GCC countries declined by around 40 percent. During this period, 
several IsDB member countries also experienced depreciation of their national currencies against both 
U.S. dollar and euro. Currencies of 38 countries depreciated vis-à-vis U.S. dollar and 12 countries vis-à-
vis euro. There were 11 member countries whose currencies depreciated between 10 percent and 25 
percent against the U.S. dollar. This depreciation is not helping these countries in terms of boosting their 
exports because of the economic recession or slowdown in the countries which are their major trading 
partners. But at the same time it is hurting them in terms of increased debt burden. 
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I would like to highlight some of the initiatives that have been undertaken by the Bank to assist its 
member countries in mitigating the adverse effects of the food, fuel, and financial crises. These include: 
(i) The Jeddah Declaration; (ii) Launching of Special Programme for Development of Africa; (iii) 
Launching of Islamic Solidarity Fund for Development; and (iv) the IsDB Forum on Global Financial 
Crisis. I will briefly highlight these initiatives. 
 
Jeddah Declaration  

During its 33rd Annual Meeting held in Jeddah, in June 2008, the IsDB Board of Governors adopted a 
programme which aimed at supporting member countries affected by the global food crisis to strengthen 
their food security and to revitalize the agricultural sector. The Programme, which was announced 
through Jeddah Declaration, includes an assistance package of $1.5 billion for a five-year period. The 
first phase of the programme commenced immediately with projects and trade operations for LDMCs 
totaling $210 million to provide support to farmers acquire urgently needed agriculture inputs in order to 
boost local productions. In the medium- and long-term the IsDB Group will support improvements in 
agriculture productivity and rural incomes through enhancing access to inputs and services, improving 
infrastructure and strongly supporting institutions in this sector. 
 
Special Programme for the Development of Africa  

The second initiative is the Special Programme for the Development of Africa (SPDA), which is a five-
year Programme for the period 2008–2012, and for which the Bank has earmarked $4 billion. The sectoral 
priorities in this Programme will target the 22 least developed member countries of the Bank in the Sub-
Sahara Africa region to help achieve human development targets in the MDGs as well as to raise the 
competitiveness of their exports. During 2008, total financing under the SPDA was $994.3 million. A 
unique feature of this Programme is that the Bank will play its facilitating/catalytic role by attracting 
additional resources from other development partners particularly through the regional funds, the private 
sector, and the Islamic banks. Through this catalytic role, the Programme is targeting a total financing 
volume of $12 billion over its five-year period. 
 
Islamic Solidarity Fund for Development  

The third initiative is the establishment of the Islamic Solidarity Fund for Development (ISFD). This 
Fund was established following the decision taken at the Third Extraordinary Session of the OIC Islamic 
Summit held in Makkah in December 2005 with the purpose of alleviating poverty, enhancing capacity 
building in member countries, eliminating illiteracy, and eradicating diseases and epidemics, particularly 
malaria, tuberculoses and HIV/AIDS. Establishment of the Fund was also a step towards the 
implementation of the Bank’s 1440H Vision 1440H which includes alleviation of poverty as one of its 
strategic thrusts. The Fund was officially launched during the 32nd Annual Meeting of the IsDB Board of 
Governors which was held on in Dakar, Senegal, in May 2007. During the first year of its operation, the 
ISFD approved $320.3 million in different sectors in 20 member countries. 
 
The ISFD has devised two-front runner poverty reduction programmes within its first Five-Year Strategy 
(2008- 2012); namely, the Vocational Education and Literacy Programme and the Microfinance 
Programme for Entrepreneurship and Self-employment. The cost of these programmes is $500 million 
each and the contribution by ISFD to each of these will be $100 million over a five-year period. These 
programmes will be implemented through a country programming process with the aim of creating a 
significant impact on the targeted poorer communities in selected regions. 
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Forum on Global Financial Crisis  

As the financial crisis started unfolding, the IsDB immediately established an in-house team of experts to 
monitor on a daily basis the rapidly changing situation and to assess its implications for both the Bank and 
its member countries. The Bank also organized a forum on global financial crisis and its impact on the 
financial industry at its headquarters in October 2008. The participants in the forum were unanimously of 
the view that the crisis was primarily a result of “highly excessive leverage and speculations, leading to 
unsustainable expansion of the financial sector …” It was observed that despite its widespread 
implications, the impact of the financial crisis on the Islamic financial industry was quite limited. 
 
The Forum called upon the IsDB, central banks, and stakeholders to enhance the institutional and 
regulatory infrastructure of the Islamic financial industry, consistent with the values that govern its 
activities. It also suggested the establishment of major investment institutions to promote Islamic finance 
and to add value to economic activity. 
 
G-20 Summit Decisions  

Islamic Development Bank highly appreciates the bold and timely decisions taken by the G-20 leaders in 
their Summit in London on 2 April 2009 to address the issues of global financial crisis and to get the 
world economy out of recession. The IsDB believes that the addition resources of $1.1 trillion in the form 
of tripling of IMF resources to $750 billion, general SDR allocation to inject $250 billion into the world 
economy, support for $100 billion of additional lending by Multilateral Development Banks, and support 
for $250 billion for trade finance will definitely have a major and sizeable impact on the global economy 
in terms of putting it back on the path to recovery through increase in trade and investment. 
 
IsDB collaborated with the World Bank and other MDBs in the G-20 Working Group No. 4 which 
prepared a coordinated response in terms of financial resources to assist developing countries in dealing 
with the negative impact of the global financial crisis. In its meeting held in Jakarta, Indonesia, on 1st 
March 2009, the IsDB Group had informed the Working Group that its assistance to member countries 
through front-loaded instruments, additional or new measures, and leveraging will amount to $6.6 billion. 
($3.13 billion through front loaded instruments, $1.68 billion through additional or new measures, and 
$1.8 billion through leveraging). 
 
The IsDB is currently preparing its new strategy to further scale-up its commitments and disbursements in 
the near future. In this context, among other things, it is preparing to launch a new infrastructure Fund 
with target private equity size of $1.5 billion. It is also contemplating the establishment of various other 
specialized funds and significantly increasing the size of its current operations plan. The Bank Group is 
also taking measures to expedite its disbursements for its current projects and programmes. 
 
I am pleased to say that Islamic Development Bank was the first multilateral development financing 
institution that started trade financing. It started its trade financing operations soon after its establishment 
in 1975. Up to the end of December 2008, the IsDB Group had approved $32.43 billion for its trade 
financing operations. It highly appreciates and welcomes the decision of G-20 leaders for their support for 
$250 billion for trade finance. The IsDB is providing both trade finance and insurance for investment and 
export credit. These services are being provided through two specialized entities with the IsDB Group viz. 
International Islamic Trade Finance Corporation (ITFC) and Islamic Corporation for the Insurance of 
Investment and Export Credit (ICIEC). Both of these entities are working out their strategies to 
significantly scale up their operation. The final decisions in this regard will be taken at the Annual 
Meeting of the Bank’s Board of Governors which will take place Ashgabad, Turkmenistan, in June 2009. 
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The Islamic Development Bank also appreciates the G-20 decision to review the flexibility of the Debt 
Sustainability Framework (DSF). With several of its member countries either already in debt distress or in 
high risk of debt stress, the review of DSF would come as welcome relief. 
 
For enhancing the voice and participation of developing and transition countries in the World Bank 
Group, the IsDB is pleased with the decisions of the World Bank Group Board and looks forward to their 
speedy implementation. 
 
In the end, I would like to say a few words about the lessons that we have learnt from the global financial 
crisis. 
 
One of the most important lessons that has been learnt from the recent financial crisis is the excessive 
leverage and a weak linkage between the size of the global financial sector and the world output. The 
exponential growth in financial derivatives which was worrying many experts had already reached the 
unsustainable levels in 2007, and by September 2008 their size stood at $600 trillion as compared to the 
world GDP of $65 trillion. It was evident that the financial sector could not expand at this rate 
indefinitely. 
 
I am pleased to say that as a multilateral development financing institution with 56 member countries and 
annual approvals in excess of $6 billion, the impact of the global financial crisis on IsDB was very 
modest – much lower than one would have expected. This is due to the fact that as an institution that 
operates in accordance with Shariah, it was not involved in any financial transactions involving buying of 
debt instruments. The IsDB operations are asset-based and thus closely linked to the real economy. The 
strength of this system has become abundantly clear and other institutions have started showing interest in 
learning from the IsDB experience. 
 
In order to underpin the soundness of Islamic financial institutions, the IsDB, in partnership with other 
stakeholders, has established 8 specialized institutions to facilitate the adaptation of best practices, 
standards in areas of capital adequacy, risk management, transparency and disclosures, and corporate 
governance. In this regard and in support of national policies, the IsDB has established a technical 
assistance Sub-account with the International Monetary Fund, and recently it has also established the 
Islamic Finance Joint Working Group with the World Bank. Similar joint initiatives are also being 
explored with other MDBs. 
 
In order to promote the resilience of Islamic finance and enhance its contribution in reforming the global 
financial architecture, the IsDB has recently established the “Islamic Finance and Global Stability Task 
Force” which is headed by Tan Sri Dr. Zeti Akhtar Aziz, Governor, Bank Nagara, Malaysia. 
 
I assure you that the IsDB stands ready to share its knowledge and experience in the field of Islamic 
banking and finance with institutions in both member and non-member countries. 
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Statement by Mr. Angel Gurría, OECD Secretary-General, and Mr. Eckhard Deutscher, 
Chairman, OECD Development Assistance Committee (DAC) 
 
 
1. Toward a coordinated crisis response 

 OECD Economic Outlook 
 Road to Recovery-Update on the OECD’s Strategic Response 
 Imperative of Open Markets 
 An exit strategy toward stronger, cleaner, fairer growth 
 G20 Supported OECD Tax Standard as example of development coherence 
 MDGs must not be left behind 

 
2.  DAC perspectives on Development Committee Agenda 

 Vulnerabilities – lessons from past crises 
 The Gleneagles Gaps and forward plans to help close them  
 Need for scaled-up, frontloaded responses 
 Opportunities to galvanise development effectiveness 
 Risks of fragmentation and uncertainty 
 Climate change financing should complement crisis response 
 A DAC contribution to a concerted global response  

 
Toward a coordinated crisis response 

OECD Economic Outlook 

The OECD area is in the midst of its deepest and most widespread recession for more than 50 years.  The 
OECD Economic Outlook now forecasts a 4.3% contraction in the OECD area in 2009.  By the end of 
2010, unemployment rates in many OECD countries are expected to reach double figures for the first time 
since the early 1990s.  The fall in output has been sharp and highly synchronised with a collapse in world 
trade.   
 
Policy measures have been introduced to support the financial system and aggregate demand, although 
additional measures are necessary to stabilise banking systems, and monetary and fiscal policy needs to 
use the remaining scope to bolster aggregate demand.  These measures should be implemented in such a 
way that the productive capacity of the economy is not reduced by crisis-driven, flawed changes in labour 
and product market policies. 
 
As testified by the spill-over and contagion as the crisis has unfolded, getting the crisis response right in 
OECD countries, even though this is absolutely necessary, will certainly not be a sufficient condition for 
helping developing countries deal with the effects of the crisis. The spill-over and contagion of the crisis 
from OECD countries to the rest of the world underlines the importance of this for developing countries. 
OECD countries working towards a swift turn-around based on sound policy will help provide a boost to 
resume global economic activity.  
 
Road to Recovery-Update on the OECD’s Strategic Response  

The broad OECD strategic response to the financial and economic crisis is twofold, (1) a focus on 
finance, competition and governance; and (2) sustainable long-term growth.  In the short-term it aims to 
foster conditions for effective and appropriate regulations, identifying areas where there may be 
regulatory gaps, while in the long-term it proposes a path of sustainable long-term growth post-crisis. A 
level playing field for a better, cleaner and fairer economy in the OECD area will be essential for 
overcoming the crisis also in developing countries.   
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While the crisis requires tough decisions now, it should not turn the attention away from efforts to address 
poverty and inequality, scale up development aid, keep global flows of trade and investment open and 
develop cleaner energy and production processes.  These global challenges provide opportunities for a 
sustainable and strong growth environment, to which an effective and sustainable global response will 
require the involvement of all major players. 
 
Imperative of Open Markets  

Thus far, protectionist measures at-the-border have been few and limited to non-OECD countries. The 
World Trade Organisation (WTO) has seen a rise in anti-dumping complaints. However, as 
unemployment rises, the pressure to resort to protectionism will strengthen and require strong political 
determination to defend.  OECD countries ratified a pledge in late 2008 expressing concern that the 
financial crisis had raised the spectre of new protectionist pressures on governments in OECD countries 
and beyond.   
 
In the interest of strengthening the contribution that open markets can make to a dynamic recovery in the 
global economy, OECD countries strongly supported the commitments regarding trade agreed at the 
Washington Summit to refrain from raising new barriers to investment or trade in goods and services, 
impose new export restrictions, or implement WTO inconsistent measures to stimulate exports.  In 
addition, they agreed to strive to reach agreement this year on modalities leading to a successful 
conclusion to the WTO’s Doha Development Agenda with an ambitious and balanced outcome. 
 
An exit strategy toward stronger, cleaner, fairer growth  

The crisis response should focus on initiatives that allow their logical removal as conditions in financial 
markets normalise in order to avoid future instabilities.  Forging a path towards long-term sustainable 
growth should be a criterion in implementing new policies.  Some crisis measures will eventually be 
replaced by discussions on labour market reforms, once recovery takes hold. 
 
Building on its comparative advantage in promoting whole-of-government approaches, the OECD will set 
up a process to monitor policy developments and assess the impacts and implications of short-term 
measures on long-term sustainability.  It will also develop guidance for governments on designing and 
implementing exit strategies in the areas of financial markets, debt management, insurance and private 
pensions markets. 
 
G20 Supported OECD Tax Standard as example of development coherence  

Tax havens, located in developed as well as developing economies, can aggravate the impact of the crisis 
in several ways, most seriously by encouraging opaque and destabilising shifts of regulatory risk. They 
can also deprive treasuries and ordinary taxpayers, who must bear the cost of immediate efforts to shore 
up financial systems, of substantial future returns. These distortions can undermine public perceptions of 
fairness, and ultimately public support for tax systems and crisis recovery programs funded through them.   
 
This continued diversion especially hurts developing economies already suffering from thin domestic 
resource bases, often disproportionately affected by capital flight toward tax havens. 
 
The OECD’s longstanding work to implement an internationally agreed tax standard was recognised and 
strongly supported by the G20 Summit meeting. Since the Summit, all the jurisdictions surveyed by the 
OECD have now officially committed to this standard, although several of them have yet to implement it 
substantially. 
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The crisis could be a new driver for corruption world-wide as opportunities for legitimate economic 
activity and enterprise decline and as those involved in corruption seek safe havens for illegally acquired 
assets.  The G20 imperative to improve the international regulatory environment could, however, provide 
entry points for donor countries to make faster progress in the field of anti money laundering, asset 
tracing, freezing and recovery, as they have committed to do in the Accra Agenda for Action.  
 
MDGs must not be left behind  

The crisis should not be a reason for any of us to let up on achievement of the MDGs. Indeed they provide 
clear, monitorable benchmarks for what we now mean by a fairer global future for all, which relate 
closely to our vision of an exit strategy from the crisis.  
 
Moreover, if even a “perfect” recovery from the crisis is held to mean a return by 2011 to conditions 
obtaining for most of humanity in 2007, we shall at best have lost four more years toward 2015. That is an 
unacceptable loss, and a false interpretation of our common task, which we should firmly reject. 
 
In this context, we did not only pledge ourselves to open markets and continued support the trade credit 
system, but OECD-DAC countries also signed up to the aid pledge, reaffirming their aid commitments 
and refraining from any budgetary action that is inconsistent with such commitments. The triple pledges 
taken by the OECD members received strong support at the Monterrey Follow-up Conference on 
Financing for Development in Doha last year.  
 
The crisis will require us to do much more than not slip into reverse, however.  In terms of financing, for 
example, we must use every possible opportunity to accelerate existing commitments. 
 
DAC perspectives on Development Committee Agenda 

Vulnerabilities – lessons from past crises 

Just as the crisis must not deflect us from working toward the MDG horizon in 2015, we must not allow it 
to impose additional long-term, perhaps irreparable, damage to social and human capital, which on the 
contrary should provide the backbone of sustainable overall recovery and growth. 
 
Previous crises have shown that this is not a theoretical risk. Indeed, one of the key lessons of the Asian, 
Latin American and Eastern European crises of the 1990s was the importance of early public 
interventions to maintain basic health coverage and keep children in school, for example, in the face of 
otherwise devastating pressures to the contrary. In some cases, notably infant nutrition, small short-term 
investments can avoid massive irreversible losses. 
 
There are other vulnerabilities in developing countries, especially low-income countries, which preceded 
the crisis and could aggravate its severity. Structural weaknesses in domestic resource mobilisation 
sharply increase countries’ sensitivities to even modest balance of payments and fiscal shocks. Safety-nets 
supported by formal labour markets and welfare systems have limited coverage, where they exist at all. 
Household assets are mostly scarce and illiquid. 
 
Climate change is another and growing source of vulnerability. The need to adapt for its unavoidable 
effects will entail large additional private as well as social costs. This will be especially hard in low-
income countries, which are negligible sources of greenhouse gases. 
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The Gleneagles Gaps and forward plans to help close them  

Aid flows represent an important share of GDP in the poorest developing countries, amounting to 8.5% of 
the GNI of least developed countries.  In Sub-Saharan Africa, ODA represented 65.4% of net capital 
flows from 2000-6.  This reveals just how important ODA flows are for sustaining public expenditures, at 
least in the medium term.  Looking further ahead, taxation is the long term antidote to aid dependency. 
We must be alert to the risks that aid dampens domestic efforts to raise revenues. Rather than substituting 
domestic revenues, the objective of ODA is to support the development of capable states that are not aid 
dependent. More should be done to support local efforts – less than 1 percent of bilateral ODA is devoted 
to revenue related tasks. 
 
The OECD has indeed just published the 2008 ODA figures and surveyed the forward intentions of 
bilateral and multilateral donors through 2011. Despite the record level of aid in 2008, which is estimated 
at $120bn, the figures still show a 21% global gap ($25bn in 2008 terms) with respect to 2005 
commitments to scale up by 2010. This is over and above the reduced value of the pledges, which are 
expressed as a share of national income, as a result of the fall in GNI. The Gleneagles pledges of aid to 
Africa are falling short by a far greater proportion (58%) than the global gap. 
 
Donors’ forward intentions, second, show that about one third of this gap could well be closed by the end 
of 2010. However, they confirm that the increase is not yet significantly allocated either to Africa or to 
countries which are thought to be more crisis-exposed. In particular for Africa, exceptional measures are 
needed starting now. If donors were to meet their Gleneagles target for Africa, without exceeding their 
current targets for total aid, this would imply reallocation of resources from other parts of the world.  
 
This indicates the urgent need for a more balanced, concerted approach, and flags the risks of potential 
delays in addressing imbalances. And none of this makes allowance for additional resources for crisis-
related interventions, over and above past commitments. It must be repeated here that it would be totally 
wrong for us to recover fully from crisis in 2011 and find ourselves in MDG terms only where we were, 
sadly, in 2007.  
 
Need for scaled-up, frontloaded responses  

The crisis comes as an exogenous shock for the developing countries, which were already in a weak 
position due to last year’s food and energy crisis. Developing countries are now faced with decelerating 
growth, putting a severe strain on their development outlook: most low-income countries do not have 
sufficient fiscal space to embark on countercyclical spending. Indicative estimates of financing needs 
range from $25bn to $700bn to fill the financing gap, and these estimates do not take into account any 
additional costs related to reaching the MDGs.  
 
Given the – often absolute – lack of fiscal space of low-income countries, which is further exacerbated by 
the crisis response of developed and emerging economies, it is imperative that donors not only meet their 
commitments to scale-up, but also front-load these commitments. To this end speedily disbursed 
resources in the short term are critical and donors need to address the need for and the challenges in 
adjusting aid delivery mechanisms and modalities in time of crisis. 
 
Opportunities to galvanise development effectiveness  

In October 2008 at the Annual Meetings here, we presented the Accra Agenda for Action, agreed at the 
Third High Level Forum on Aid Effectiveness (HLF3) held in Accra, Ghana a month before.  
 
We explained that this represented a step change in the relationship between developing countries and 
their donors.  
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This agreement was based on one of the most extensive consultation processes ever held, the cornerstone 
of which is the Working Party on Aid Effectiveness – an international partnership of donors and 
developing countries hosted by the OECD-DAC. We think this could be a model for inclusive problem-
solving in other future contexts, including the crisis response, as discussed below. 
 
The Accra partners – over 100 governments, most multilateral agencies, hundreds of CSOs from around 
the world, many non-traditional aid providers, global funds and middle-income countries – called for 
progress in six key areas:  
 

1. Conditionality 
2. Multi-annual predictability of aid 
3. Untying 
4. Complementarity and the division of labour 
5. Incentives for donor staff to implement the Paris Declaration; and  
6. Capacity development 

 
Each of these themes has subsequently been developed further by the Working Party on Aid 
Effectiveness, whose outcomes are regularly posted on the DAC website. 
 
How does the crisis affect this agenda?  

Our contention is that, far from being a source of delay and frustration, the crisis presents a major 
opportunity to accelerate progress towards much greater aid effectiveness in all its dimensions, for the 
following three reasons. 
 
First, public scrutiny of aid effectiveness, along with other uses of tax resources, will become more acute 
than ever. Demonstrable impact from current levels of assistance will have to underpin our calls for 
expanded support.  
 
Second, international experience  has shown that “emergency” approaches, for example those of 
streamlined relief operations following upon natural disasters, can achieve much faster impact at lower 
transaction costs, without the much-feared side-effects of higher corruption or greater leakage of funds. 
Why not then turn the tables and make the exceptional procedures the general rule, using the license 
provided by the urgency of the crisis?  For example, general budget support is the most rapid 
disbursement modality available to scale-up development assistance.  It will also ensure that all funding 
respects country priorities, where these rest on broad-based ownership and accountability. 
 
Third, the crisis is also an opportunity to concentrate efforts toward partner country led division of labour. 
Most likely in the short term, this will happen through an enhanced role of some major multilateral fund 
holders, which can provide a cost-effective common platform based on national systems, especially for 
smaller donors who are unable or unwilling to mount separate parallel crisis response initiatives. 
Multilaterals can also have broader geographic reach and greater thematic expertise. The World Bank’s 
Vulnerability Financing Facility is a case in point.  
 
It will be crucial however, that any such shifts in the overall and in-country architecture of donor 
collaboration and in the targeting of crisis-affected countries and sectors obey the Accra Agenda 
requirement that overall funding levels are not reduced, even when the number of actors on the ground is 
rationalised.  This cannot be done without efficient, real-time information sharing, with which the DAC 
can help. 
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Risks of fragmentation and uncertainty  

All innovation in the face of the crisis is not necessarily an unmitigated blessing.  There will be legitimate 
pressure to design new cross-country programs around thematic interventions, whether for food security, 
social safety nets, health systems, microfinance or many other threatened sectors.   
 
These thematic priorities are not automatically aligned with country-owned programs. This fit depends on 
how proposals are actually generated and assessed and what particular modalities are used and by whom- 
i.e. the devil is in the details. The lessons of Accra-including the encouraging and intensive participation 
by existing global funds in the entire process-can help here. 
 
A second potential risk is that it may not be easy to judge whether the new activities are truly “additional” 
and complementary to other programs previously available at country level, or whether a significant 
degree of substitution may be occurring. At the margin, crisis-oriented activities can mask a reduction of 
longer-horizon ones, when both are needed. 
 
A third tension arises between the legitimate twin aims of, on the one hand, greater predictability of aid 
allocation and disbursement toward all existing recipients, and on the other, retaining sufficient flexibility 
to respond quickly to the worst-exposed countries, realising that we do not have enough information to 
predict exactly where that will be even a few months out. 
 
If aid budgets are broadly static and donors hold back substantial reserves to face such uncertainties, they 
will tighten liquidity overall, and may even lower predictability at the country level. 
 
Climate change financing should complement crisis response  

In the coming months, DAC members will face decisions on scaling up crisis response assistance.  At the 
same time, they will be negotiating on the financing component of the post-Kyoto Climate Change 
regime.  These new demands will need to be carefully distinguished and explained to the public, along 
with the fundamental linkages between the development and the climate change agendas.  Climate change 
financing should complement the response to the financial and economic crisis, but it should not be 
counted as a response to the crisis itself.  The complex issues of ODA targets and additionality will also 
need careful treatment. 
 
A DAC contribution to a concerted global response  

There are five areas in which the DAC is already helping and stands ready to provide more help. 
 
The first is what we have just discussed – ensuring that the development community sticks to its 
commitments, by monitoring and publishing progress and exerting peer pressure. This applies of course to 
the aid pledge taken by the OECD-members and to the Gleneagles and related commitments just 
mentioned. As things stand, they fall short of expectations, especially for Africa. But it also applies to 
members’ trade and export financing pledges, reinforced by the G20, and to related commitments, for 
example on investments, on tax havens, and on anti-corruption work, as well as on not reversing past 
progress on untying of aid. 
 
The second role is to help create and sustain an effective “crisis contact network” to share time-sensitive 
information on current and future responses and discuss the pattern of aid allocations and how this maps 
to crisis needs on the ground-and at senior level. For this the previously mentioned 2009 survey of 
forward aid intentions is an important tool: It is the only such instrument available and covers most 
multilaterals and some non-DAC donors as well as the DAC as such. We offer our support, along with 
partners like the World Bank, to set up such a crisis contact group. 
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The third role, again related to the first two, is to help explore all possible ways of frontloading existing 
aid commitments, including innovative funding options, to get more resources into countries as fast as 
possible within constrained commitments. We should worry about what works best, whether multilateral 
or bilateral, whether strictly speaking ODA or “something else”, but absolutely make sure it is  truly 
complementary to other efforts,  not a  mere displacement activity. 
 
The fourth role is to seize the opportunity to galvanise the Accra Agenda for Action, as mentioned above, 
by brushing aside some of every donor’s bureaucratic restrictions designed for “normal” times. We know 
these have been quietly dropped in emergency situations without sacrificing results. This may also need to 
involve a fundamental rethink of who does what at both country level and sometimes across countries. 
For example, we know that 25% of all aid relationships add up to at most 3% of total aid volume. Can we 
figure out how to pool, delegate, or otherwise manage the same volume and same (or better) results at 
country level, within a far lighter burden on country governments? And within the aid relationships that 
remain, can we get much more flexible, using rapidly disbursing and more predictable forms of support, 
responsive to expressed country needs? 
 
The fifth is to accept that this is no longer a task for DAC members alone, if indeed it ever was. To be 
truly effective the process, to which we will gladly provide an anchoring, needs to reach out to partner 
countries-as with the Working Party on Aid Effectiveness process we have discussed here. It also needs to 
involve non-traditional donors and aid providers, such as emerging economies and non-government 
actors, from whom we stand to learn a great deal. The global governance framework for development 
cooperation should follow an inclusive process that provides substantive voice to all stakeholders.  We in 
the DAC are prepared to for the greater complexity, but also greater transparency of a more inclusive 
process. 
 
 
Statement by Mr. Suleiman J. Al-Herbish, Director-General, OPEC Fund for International 
Development (OFID) 
 
This 79th meeting of the Development Committee takes place against the background of an unusually long, 
deep, and severe global economic downturn.  A credit crunch that originated in the U.S. pushed advanced 
economies into a profound financial crisis that rapidly spilled over to activity in developing and emerging 
market economies after September 2008, triggering a crisis of global proportions.  The global financial crisis 
prompted extraordinary liquidity injections by central banks to restore the flow of credit.  Nonetheless, the 
world economy has continued to deteriorate and a prospective global recovery is likely to be weak and slow.  
 
The global economic crisis will have long-term implications for developing countries, which do not only see 
their growth stifled as a result of a collapse in external demand and a marked reduction in worker’s 
remittances, but which also face deteriorating financing conditions as a result of an exodus of private capital 
flows.   In addition, the credit crunch and the volatility in commodity prices have led to serious shortages of 
trade finance and supply constraints to export growth.  Millions of workers were pushed into poverty as the 
crisis deepened and purchasing powers diminished due to weaker trade and investment, higher unemployment, 
and reduced incomes, reversing hard-won gains towards the United Nations (U.N.) Millennium Development 
Goals (MDGs). 
 
The impact of the meltdown is most devastating for low-income countries (LICs)  - the traditional focus of the 
OPEC Fund for International Development (OFID) - most of which are in sub-Saharan Africa (SSA).  These 
poor countries do not have much room for manoeuvre, and stand to suffer disproportionately from a financial 
crisis born elsewhere.  Before the global financial crisis, some African countries had started to attract new 
investment inflows and had begun borrowing on international capital markets. With a more pronounced global 
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downturn, a fall in import demand, a slump in commodity prices and scarcer capital inflows, growth in SSA is 
foreseen to drastically cool off. Many LICs are becoming ever more dependent on development assistance as 
their exports and fiscal revenues decline: at the same time aid flows will become more volatile and 
unpredictable as some countries cut their aid budgets. Countries will be forced to cut back on basic public 
services for the poor such as health and education.  An important factor putting additional pressure on the 
balance of payments of poor countries is the price of food. While food prices have fallen from the peaks of 
2008, they remain high and the food crisis has not gone away. Underlying the global food crisis has been a 
historic neglect of investment in agriculture and rural development, increased global demand, low grain stocks 
and changing weather patterns.  Also contributing to the food crisis has been the growing use of food crops to 
satisfy the needs of a rapidly growing bio-fuels industry. 
 
The relationship between bio-fuels and food security was discussed in detail during an OFID Special Session 
held during the Fourth International Seminar of the Organization of the Petroleum Exporting Countries (OPEC) 
earlier this year. During the OFID Special Session, I presented the conclusions of a special study commissioned 
by OFID on Food Security: Implication of an Accelerated Biofuels Production.  The study - conducted by the 
Austrian-based International Institute for Applied Systems Analysis (IIASA) - concludes that care should be 
taken to ensure that policies to promote bio-fuels are consistent with maintaining food security and achieving 
social, economic and environmental sustainable development goals.   The study demonstrates that the increase 
in production of certain crops for first-generation bio-fuels may drive up the price of food and worsen food 
security in the world’s poorest countries. 
 
The food crisis, and now the global economic crisis, will lead to greater hunger and malnutrition. The number 
of chronically hungry people in the world was estimated at 960 million in 2008 and may climb past 1 billion 
this year, halting recent progress towards reducing global poverty. 
 
Conscious of the need to soften the destructive impact of the inter-related global crises on particularly the 
world’s poorest countries, OFID and its Member Countries have continued to ensure access to a predictable, 
concessional, flexible, and untied stream financing for development, based on the fundamental principles of 
mutual accountability, equality among partners, and national sovereignty.  Cumulatively as at March 31, 2009, 
OFID had committed US$10.6 billion in financing for development to 121 countries in developing regions 
worldwide, half of which had been allotted to Africa.  OFID harmonizes its activities with its sister 
development finance institutions of the Arab Coordination Group3.  Together, the nine members of the Arab 
Coordination Group have contributed a cumulative total of some US$90 billion in financing for development, 
benefiting 135 developing countries in regions worldwide. 
 
In mitigating the implications of the global economic and related crises for developing countries in a co-
ordinated an integrated manner, OFID’s preferred method of work is in strategic partnership with all relevant 
stakeholders in development.  On March 12, 2009, OFID joined the world’s largest international finance 
institutions (IFIs) and development banks for a meeting in Vienna, Austria to share information and ideas on 
how to cooperate in mitigating the impact of the global economic crisis on poor countries and peoples by 
investing in social safety nets and job creation by supporting trade, finance, infrastructure, agribusiness, and 
micro- small- and medium-sized enterprises (SMEs).  At the meeting, OFID announced it will commit sizable 
financial resources to an Africa-focused sub-fund of an IFC Re-capitalization Fund to help alleviate the effects 

                                                 
3 The Arab Coordination Group was established in 1975 to enhance and coordinate the development efforts of member agencies in the area of 
project evaluation, financing and monitoring, and management of loans. It also seeks to achieve uniformity and consistency in its members’ 
development policies and financing procedures.  Besides OFID, the Group comprises the Abu Dhabi Fund for Development, the Arab Bank for 
Economic Development in Africa, the Arab Fund for Economic and Social Development, the Arab Gulf Program for UN Development 
Organizations, the Arab Monetary Fund, the Islamic Development Bank, the Kuwait Fund for Arab Economic Development, and the Saudi Fund 
for Development.   
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of the crisis on the African continent.  The Re-capitalization Fund will make urgently needed investments to 
help ensure banks can continue to lend and support economic recovery and job creation through the financial 
crisis.  Alongside other IFIs, OFID further committed to provide financing to vulnerable banking systems  - in 
line with the Vulnerability Fund of the  World Bank -  to increase investments in vital infrastructure and social 
sectors, and to continue to ensure access to trade financing as part of an emerging global partnership to deliver 
practical and timely responses to the crisis, and support a global recovery. 
 
Conscious of the need to re-double efforts to encourage growth and employment creation in the private sector, 
OFID has further made sure to provide US$216million in support of SMEs under OFID’s Private Sector 
Facility in 2008 - a 66% increase over 2007.  In addition, US$119million in lines of credit and US$139million 
in risk-sharing guarantees had been approved by end of December 2008 for 19 operations under OFID’s 
separate Trade Financing Facility (TFF) launched in 2006 to help meet the rising demand for trade finance 
credits in the South. 
 
OFID and its Member Countries were quick to respond to an extraordinary emergency appeal made by the 
World Food Program (WFP) in March 2008 for assistance in alleviating hardship and tempering the impact of 
the world food crisis.  OFID’s grant support to the WFP was complemented by donations made by the 
Kingdom of Saudi Arabia, Venezuela and Kuwait.   Conscious of the importance of agriculture and rural 
development in fulfilling the promise of food security, OFID has systematically taken care to allot 16% of its 
cumulative public sector lending to support agriculture and agro-industry in 121 countries worldwide – a share 
our institution plans to increase to prevent the world food situation from worsening, and to support Africa’s 
Green Revolution. 
 
The importance of energy for sustainable development (SD) cannot be over-emphasized.  The predominance of 
fossil fuels as the most stable, safe, reliable and cost-effective source of energy for development should place 
fossil fuels at the centre of any concept of SD.  A pre-mature diversion of financial resources into investment in 
renewables could lead to a shortage of investments in fossil fuels required to the global economy running 
smoothly.  Such uncertainties could eventually lead to energy paralysis, where investments in fossil fuels stay 
out, possibly triggering yet another vicious cycle of global economic instability.  Similar to the food and 
financial crises, the poor and most vulnerable ultimately stand to suffer most from the un-desired side- effects 
of an eventual global energy crisis. 
 
Considering the pivotal role of energy in meeting the poverty reduction and related MDGs, King Abdullah bin 
Abdulaziz Al-Saud, Custodian of the two Holy Mosques of the Kingdom of Saudi Arabia on June 22, 2008 
placed Energy Poverty on the global agenda by calling on the World Bank to launch an initiative for 
impoverished countries known as the Energy for the Poor Initiative.  In line with the November 2007 Riyadh 
Declaration, the Initiative aims at enhancing access to affordable energy to millions of poor people in dire need 
of basic energy services.  OFID plays a catalyst role in the Initiative, contributing to its conceptualization and 
the coordination of stakeholders’ actions in close collaboration with the World Bank and the Saudi Fund.  To 
raise the level of concessionality and achieve a scope and volume commensurate with the financing needs, 
OFID has proposed a financial mechanism blending grants and loans.  Furthermore, concrete energy poverty 
alleviation projects totalling US$500 million have been identified.  Since inception to date, OFID has 
committed over US$1.2 billion in support of 113 energy-related projects worldwide.  OFID will continue to 
combat energy poverty and to foster pro-poor policies as part of its global mandate, and welcomes 
collaboration with the energy industry and other financial institutions on the Energy for the Poor Initiative, 
along the line spelled out in the Riyadh Declaration. 
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Statement by Mr. Sha Zukang, Under-Secretary-General for Economic and Social Affairs, United 
Nations 
 
 
Bleak world economic situation and prospects  

The combination of the collapse of global private sector spending and investment with inadequacies in the 
responses by national authorities makes a global depression – a prolonged period of collapse in 
production, employment, and trade – a real possibility. The current crisis is already causing visible 
setbacks in progress towards the Millennium Development Goals and other internationally agreed 
development goals. The crisis has the potential to fuel social unrest and if prolonged will pose a 
significant threat to global peace and security.   
 
The UN expects world gross product (WGP) to fall by about 2.3 per cent in 2009, compared with the 
modest growth of 2.1 per cent in 2008 and higher average growth in the years prior to the crisis. All major 
developed economies have fallen into a deep and protracted recession, which is being transmitted rapidly 
to developing countries through international trade and financial channels. Having opened up their 
economies over the past two decades, most developing countries are being hurt disproportionately as 
world trade has fallen precipitously, prices of primary commodities have collapsed, international tourism 
has dropped significantly, remittance flows are falling, capital flows have reversed sharply, trade credit 
has dried up and the cost of external borrowing has increased substantially.  
 
In numerous publications over the last several years, before this financial crisis, the UN has pointed to the 
accumulation of massive global imbalances as unsustainable. The UN has long advocated international 
macroeconomic policy coordination to adjust such global imbalances in an orderly manner, thereby 
avoiding an abrupt slowdown in the world economy and the serious consequences it would have on an 
over-extended international financial system.  
 
Sustaining growth in developing countries  

Developing countries – whose policies did not lead to this crisis – are facing tremendous challenges in 
financing their balance of payments and in maintaining sustainable growth, as many confront sharp 
declines in their growth and exports. Unemployment is rising at an alarming pace and global poverty rates 
are increasing, while government revenues are falling. All this severely constrains the policy capacity in 
many developing countries to mitigate the social impact of the crisis.   
 
The most important assistance that the international community can provide to developing countries is to 
expand the policy space available to national authorities. This will permit them to design and adopt 
appropriate policies to respond to the collapse in trade and private investment, undertake social policies to 
protect the poor and increase the stability of their economies. The international donor community and 
multilateral institutions have to fundamentally abandon the prevailing approach oriented toward 
constraining government interventions to make them accountable to private markets, and instead move to 
strengthen public sector capabilities in developing countries.   
 
Adequate international liquidity and development financing will need to be made available to developing 
countries to cope with the immediate effects of the crisis and to engage in fiscal stimulus measures 
aligned with long-term development priorities, including accelerating progress towards the MDGs, 
facilitating diversification of economic activities to improve stability, enhancing food security, and 
reducing the vulnerability of growth to global warming. In a period when the major threat is deflation, 
expanded fiscal space in all countries is technically appropriate; preconditions and conditionalities which 
constrict fiscal capability must be avoided.  The “Group of 20” leaders recognized this need. The 
additional resources they have pledged to make available for this purpose are clearly a step in the right 
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direction, but fall well short of covering the financing needs of developing countries. The UN estimates 
that at least $1 trillion over the 2009-2010 biennium will be needed for developing countries alone, 
whereas only a small fraction of the resources pledged at the London summit will be made available to 
these countries. 
 
Further, given the clear priority of sustaining growth in developing countries in the face of external 
shocks, which is also consistent with rebalancing global demand, enhanced financing from multilateral 
agencies should not be accompanied by onerous, pro-cyclical, policy conditionality. The need to protect 
low-income countries, in particular, from external economic shocks, including the recent increases in food 
prices – such as through improved or new compensatory financing mechanisms that can provide resources 
quickly - is urgent. 
 
Call for unprecedented international cooperation to sustain global growth and regulate finance  

As crisis clouds gathered in Spring 2008, the United Nations called for launching a substantial 
multilateral effort at “international cooperation to sustain global growth and to regulate finance . . . to 
moderate the depth of the global slowdown and to safeguard economic development efforts.” The 
international community has had great difficulty in responding adequately to this threat and, in Autumn 
2008, we were compelled to note that “individual country policies – both to do nothing and to undertake 
drastic measures to rescue their domestic financial sectors – have inflicted new vulnerabilities on other 
economies and have been attended by international political recriminations, reminiscent of the 1930s, 
when only ad hoc processes for coordinated action existed.” Absent well-coordinated and adequate 
responses, trade volumes have collapsed as the US dollar has appreciated, reflecting the disorderly 
adjustment underway.   
 
Fiscal stimulus plans – mostly from developed and some major developing countries and totalling some 
$2.6 trillion or 4 per cent of WGP – have been announced and are being implemented. On 2 April in 
London, the “Group of 20” announced $1.1 trillion in crisis financing, though most of this was not 
additional, would mainly strengthen IMF financing, and would not enhance developing countries’ ability 
to respond adequately to the crisis. Implementation is to be spread over several years, between 2009 and 
2011. This falls short of what is needed, especially if stimulus efforts are not coordinated adequately and, 
as indicated, most developing countries cannot undertake such stimulus measures. To close the emerging 
output gap, a stimulus of at least 3 per cent of WGP per annum would be required.  
 
The duration and depth of the crisis are likely to worsen should the stimulus and liquidity restoration 
measures only gain traction slowly; meanwhile, large amounts of tax-payer money are on the line. 
Uncertainty about the financial impacts could then be a source of renewed turmoil, misalignment of 
exchange rates and further disorderly adjustment of global imbalances. Concerted action will thus require 
a broader framework for international macroeconomic policy coordination to respond to such risks. 
 
Avoiding retreats into protectionism should be part of this framework. Yet, strong pronouncements for a 
“level playing field” ring hollow unless there is recognition of different country capabilities in production 
and trade. Inadequate recognition of these differences in the proposals under negotiation in the WTO 
Doha trade talks continues to undermine efforts toward a developmental outcome. Now, developed 
country rescue packages and conditionalities imposed on developing countries threaten to aggravate this 
situation.   
 
Overt protectionism includes tariffs and non-tariff barriers, such as government procurement restrictions, 
contained in some stimulus packages. Because of the complex provisions and coverage of international 
trade and investment agreements, seemingly “symmetric” provisions (e.g. exceptions to the application of 
provisions to countries covered by particular WTO or other international agreements) can have markedly 
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asymmetric effects. Subsidies, implicit and explicit, can be just as distorting to open and fair trade. To the 
extent that such measures may be deemed unavoidable, efforts need to be made to finance additional 
support for developing countries to mitigate the impact of the crisis as well as of both open and hidden 
subsidies (such as government support through bailout packages and guarantees for financial assets), in 
order to avoid further distortions.   
 
The crisis has exposed serious defects in financial regulation and supervision.   At their April 2009 
summit, the “Group of 20” leaders recognized the indispensability of international coherence in efforts to 
strengthen transparency and accountability, enhance sound regulation and promote integrity in financial 
markets. There is a broad and growing consensus that deregulation, pro-cyclical regulatory approaches 
and “self-regulation” by market participants has served to undermine rather than strengthen the global 
financial system.  
 
We have previously decried that many regulatory standards, such as Basle II on capital adequacy of 
banking institutions, have been designed with little participation by developing countries, are not suited to 
the institutional realities of these countries, and undermine rather than promote more inclusive, counter-
cyclical, development financing. These standards constrain developing countries’ access to international 
finance. Developing countries need to be full participants in regulatory policy setting, not least to protect 
themselves from the harmful effects of external financial developments, as in the current situation.  
 
Making progress in strengthening global governance  

More than anything else, the global magnitude of this crisis exposes a systemic failure in global economic 
governance. Reform efforts are being pursued, at present, in various ad-hoc groups, including non-UN 
system venues, most prominently in the two summits bringing together the “Group of 20”,in Washington, 
D.C. and in London. As agreed in the Doha Declaration on Financing for Development of December 
2008, Member States will hold a United Nations conference on the world financial and economic crisis 
and its impact on development, in New York on 1-3 June 2009. 
 
The Doha Declaration underscored “that the Bretton Woods institutions must be comprehensively 
reformed so that they can more adequately reflect changing economic weights in the world economy and 
be more responsive to current and future challenges.” The “Group of 20” April declaration called for bold 
actions to restore the effectiveness and legitimacy of these institutions. Recent IMF reports acknowledge 
previous mistakes as a basis for reform. The ongoing IMF review of its lending role, which could simplify 
conditionality and include quicker disbursements more proportionate to the scale of the external shocks, is 
also promising. However, the pace of reforms thus far has not been sufficient to enable the effective 
responses demanded by the crisis from the Bretton Woods institutions. Moreover, there are gaps in the 
international system that these institutions are not fulfilling, which could require either expanding their 
mandates, if appropriate, or establishing new institutions. These kinds of decisions are inevitably of a 
political nature and logically cannot be resolved exclusively through internal processes of these 
institutions. It is therefore important to identify the parameters which can guide the world community in 
addressing the fundamental decisions it must take in the period ahead.    
 
First, while caucuses often play an important part in making progress in difficult political decisions, they 
cannot substitute for actual decision-making, even if such caucuses are held concurrently with meetings 
of official bodies in the same location. Any consensus will have to be taken up and decided on by 
politically inclusive and thus legitimate bodies.   
 
Second, reform efforts should be shaped by the fundamental purposes of the international system. Such 
purposes inspired the design of the Bretton Woods institutions in 1944 and are articulated in their 
founding documents. A modern restating of these purposes is found in the Monterrey Consensus of 2002: 
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“to eradicate poverty, achieve sustained economic growth and promote sustainable development” in order 
to “advance to a fully inclusive and equitable global economic system.”  
 
Third, future reforms should provide sufficient balance between spurring innovation and protecting 
systemic integrity. In recent years, partly as an accommodation to intellectual fashion and due to the 
impact of debt crises and commodity price volatility on the state in developing countries, global system 
rules have paid insufficient attention to systemic stability.   
 
Fourth, global mechanisms must strike a balance between representation of all affected parties, 
particularly those significantly affected, and impartiality, consistent with modern principles of good 
governance and to avoid conflicts of interest. Weaknesses in IMF surveillance reflect the failure to 
sufficiently achieve impartiality. As noted before, the Paris Club mechanism for addressing sovereign 
debt problems suffers from insufficient representation of all stakeholders, as well as from conflicts of 
interest.  
 
Fifth, multilateral institutions must balance specialization and coordination.  The post-World War II 
system design called for specialized agencies coordinated through the United Nations. In practice, 
coordination has been inadequate and agencies have moved into areas beyond their specialization – such 
as the World Bank’s role in promoting structural adjustment, including trade liberalization. 
 
Rebalancing demand with additional development finance for reorienting investment to address climate 
change  

There is a need to effectively implement the broad international consensus in favor of protecting the most 
vulnerable from the costs of the crisis. The UN is establishing a system-wide vulnerability monitoring and 
alert mechanism. The “Group of 20” April declaration requested the UN to establish effective 
mechanisms to monitor the impact of the crisis on the poorest and most vulnerable. The same group of 
countries noted that over a trillion dollars would be committed to deal with the international dimensions 
of the crisis.  This commitment must be rapidly put into action, including ensuring that a large enough 
share of the additional resources will flow to developing countries.  In this regard, the World Bank’s call 
for increased development financing is valuable.   
 
It is important, however, to embed these efforts in a broader and longer perspective of rebalancing global 
demand in order to place world economic recovery on a firm and sustainable path.  As the tentative 
indications of a bottoming out appear in large economies, it is clear that a recovery that relies only on 
inadequately coordinated stimulus spending could well lead to a renewed widening of the unsustainable 
global imbalances, triggering renewed financial instability affecting growth worldwide. This would 
further jeopardize achieving long-term development goals.  
 
It is therefore in the interest of all countries to promote robust investment growth in the developing world, 
and for the global community to seize this opportunity to channel such an investment push into addressing 
climate change objectives. Relying on private investment and other voluntary approaches is not promising 
in the immediate period; the collapse of carbon market prices in the context of the economic downturn 
underscores that such approaches cannot be an adequate response in addressing a long-term problem. 
Governments, cooperating on the basis of equitable burden-sharing, will have to take the lead in 
undertaking a global new deal in climate investment and implementing new regulatory regimes to provide 
effective incentives for private investment. The minimum level of investment in renewable energy as well 
as infrastructure and technology required to tackle and adapt to climate change is estimated to be at least 
one per cent of global output. Achieving a decisive outcome in the Copenhagen summit in December is 
indispensable for establishing accountable and transparent international cooperation mechanisms for a 
more adequate and effective climate change response. 
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Statement by Mr. Supachai Panitchpakdi, Secretary-General, United Nations Conference on Trade 
and Development (UNCTAD) 
 
 
A growing consensus is emerging in the international community on the need for expeditious and 
determined policy responses to stem the collapse of global demand.  Equally the urgency for specific 
measures to help the most vulnerable countries and people is widely acknowledged.  But beyond that, the 
systemic failures in global finance and in international economic governance call for bold and long term 
solutions and a profound rethinking of the global framework for financial regulation and macroeconomic 
management, including the role of the international financial institutions.  Indeed, current responses at the 
level of the G-20 and the efforts by the United Nations General Assembly signal that the imperative of 
multilateral coordination has gained wider recognition.  However, there is still no consensus on the 
concrete steps that need to be taken to achieve meaningful reform of the international monetary and 
financial system.   Nor is there full agreement on the scope and depth of the domestic policy responses 
that countries should undertake. 
 
Short term policy responses so far portray something of a mixed bag.  Most impressive to date has been 
the United States fiscal stabilization package, coupled with monetary easing to encourage re-ignition of 
the credit markets. Governments of many other countries also recognized the need for stabilizing policies, 
but many of them, especially in Europe, have not yet overcome the tendency for fiscal conservatism and 
the fear of expansionary fiscal actions. 
 
Meanwhile, some emerging economies are using their fiscal space to boost demand at their end of the 
global economy. This may help to contain the negative income and employment effects at home.  It may 
also help, through the trade channel, generating a demand stimulus for other countries. This shows the 
importance of an internationally coordinated expansionary action.  However, whether this pattern of 
demand-boosting policies will help correct global imbalances in sustained manner is to yet to be seen. 
 
Given the sharp contraction in industrial output in the developed countries, the immediate danger is 
deflation. With many prices like those for commodities falling already, an absolute fall of the price level 
is unlikely to be avoided. The critical question, however, is whether this marks only a temporary 
corrective drop or whether it is the beginning of a longer period of deflation.  Should “debt deflation” set 
in, it could fuel further painful adjustments as debtors try to improve their financial situation by selling 
assets and cutting expenditure, thereby driving asset prices further down, cutting deep into profits of 
companies and forcing new debt deflation elsewhere. This scenario justifies aggressive and persistent 
monetary and fiscal policies. 
 
Deflation will not cure itself. Debt deflation underpinned by contracting private demand can only be 
countered by government action. Therefore, the most important task is to break the spiral of falling asset 
prices and demand and to revive the financial sector’s ability to provide credit for productive investment 
to stimulate real economic growth. Since the market system is not self-correcting with respect to 
deflation, governments and central banks have to take active measures to boost demand through interest 
rate cuts and increases in government spending. 
 
But, some observers are still concerned about the danger of these measures leading to accelerated 
inflation, allegedly through the channel of “too much money chasing too few goods”. However, to 
become inflationary in a market economy, “too much money” has to go either through the channel of “too 
much demand” or “too high costs”, in particular labour costs. However, capacity utilization is at historic 
lows and unemployment is rising with dramatic speed, which will clearly prevent wage inflation for a 
considerable period of time. Once the global economy begins regaining normal capacity utilization and 
employment levels, possibly in a matter of years, not months, it will be possible for central banks to 
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withdraw excess liquidity by selling revalued assets and absorbing excess money supply. Hence, fears 
that “too much money” or rising government deficits could reignite inflation appear unjustified and could 
be misleading in the current depressed global economy. 
 
At the multilateral level, replenishment of IMF resources should allow it to help countries that are facing 
problems in rolling–over their external debt.  But, for developing countries, what matters most in their 
efforts to counter the recessionary effects of the global crisis is not only enlarged access to official finance 
but also the policy space to undertake expansionary counter-cyclical measures. 
 
Unfortunately, IMF conditionality still tends to compel countries to tighten monetary policy and to curb 
public spending. In fact, this is the opposite of the policies adopted in United States and other developed 
countries.  Such policy action is likely to make matters worse. This should be a time when the 
international community seriously begins to rethink its paradigm of national monetary sovereignty in a 
globalized economy and opens the door for an approach of financial and monetary cooperation that 
recognizes the macroeconomic policy priorities of developing countries. 
 
Moreover, judging by past experiences, and given the crisis-related budgetary burdens in donor countries, 
there is a high risk that the flow of official development assistance to developing countries will be 
reduced drastically.  This, coupled with repatriation of foreign capital, the higher cost of and the difficulty 
of accessing external financing from capital markets, the predicted slowdown of foreign direct 
investment, sharply reduced export earnings and reduced inflows of workers' remittances will make the 
recovery process difficult and lengthy.  UNCTAD believes that reducing ODA at this particular juncture 
would be counterproductive not only to the recipient countries but also for donors.  Rather than cutting 
ODA, donor countries should increase aid flows as a part of their stabilization programmes. To go a step 
further, it may be worthwhile considering a temporary moratorium on official debt: both debtor and 
creditor countries would probably better served in the current crisis situation if scarcer foreign exchange 
earnings in the debtor economies can be used for the purchase of imports rather than for debt servicing. 
 
It is likely that the impact of the crisis will linger much longer in developing economies than in advanced 
economies.  There is a risk that the sense of urgency and the proactive policies that are currently 
implemented may not any longer be seen as necessary the moment signs of recovery are shown in 
developed economies.  This makes it imperative that the monitoring mechanism we have truly reflects the 
state of the world economy, including trends in developing countries. 
   
The policy responses so far remain peripheral to the core systemic failures that were at the heart of this 
crisis.  This stems from the unwillingness to recognize the impact of unfettered financialization and 
speculation. There is lingering concern, both among policy makers and within broad swaths of public 
opinion, that bank bailouts will socialize private losses.  Moreover, measures to date pay inadequate 
attention to the need to regulate the shadow banking system where opacity, illusion of risk-free profits 
and perverse incentive systems all contributed to the failure of the "modern" financial system, which in 
too many respects had begun to resemble a casino economy. 
 
The G20 Summit has confirmed that a new spirit of pragmatism in economic policy prevails and we are 
beginning to see a yearning for multilateral coherence that has been sorely lacking in recent years, indeed 
decades. The resource commitments already made, including those which entail increasing IMF resources 
are a recognition of the fact that at such a moment, only the IMF has the machinery to channel resources 
to the next battle front. Certainly, the availability of such resources cannot be held hostage to the still 
unsettled debate about voice and participation in the Fund. 
 
It is important to encourage the move away from the old attitude that “if a country is in crisis, it must be 
its fault” and to acknowledge that developing countries are often innocent bystanders hit by crises that 
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originate at the center of the world’s financial system. In order to face these external financial shocks, 
developing countries need to be provided with ample liquidity with no strings attached. 
 
Such a change in approach is also likely to address the problems that the IMF is facing on the demand 
side.  Some countries have been reluctant to approach the Fund because they feel that the macroeconomic 
model that is at the basis of Fund policies is not the right one.  The legitimacy problem facing the Fund 
today is not only due to the fact that several developing countries are underrepresented in its Board, but it 
is also related to the fact that most potential borrowers have become more and more skeptical with regard 
to the Fund’s policy advice. 
 
IMF resources are often conditional upon what amount to restrictive fiscal and monetary policies.  But the 
conventional wisdom that has emerged in this current crisis rightly warns that such conditionality would 
be pro-cyclical and not conducive to the sort of domestic demand stimuli that export-dependent 
developing countries will need to deploy if they, too, are to play their part in countering the collapsing, or 
at best stagnant, global demand. If the Fund continues to insist upon the same sort of policy packages as 
rolled out during the Asian crisis, the increased resources made available may even end up being 
counterproductive. 
 
The initial multilateral response must be further strengthened with coordinated approaches that go beyond 
simply providing global liquidity.  Better regulation of growth-inducing finance should proceed alongside 
a frank evaluation of the social costs and benefits and economic risks inherent to more predatory, 
unproductive forms of shadow finance. 
 
The most important task at hand is to break the spiral of falling asset prices and falling demand and to 
revive the financial sector’s ability to provide credit for productive investment, to stimulate economic 
growth and to avoid deflation of prices. The key objective of regulatory reform has to be the systematic 
weeding out of financial sophistication with no social return. Blind faith in the efficiency of deregulated 
financial markets and the absence of a cooperative financial and monetary system created an illusion of 
risk-free profits and licensed profligacy through speculative finance in many areas. 
 
This systemic failure can only be remedied through comprehensive reform and re-regulation that 
acknowledges the need for a vigorous role by governments working in unison. Contrary to traditional 
belief, governments are well positioned to judge price movements in those markets that are driven by 
financial activities and should not hesitate to intervene directly and indirectly whenever major 
disequilibria are looming. 
 
The growing role and weight of large-scale financial investors on commodities futures markets may affect 
commodity prices and their volatility. Speculative bubbles have emerged for some commodities during 
the boom and have burst after the sub-prime shock.  Regulators need access to more comprehensive 
trading data in order to be able to understand what is moving prices and intervene if certain trades look 
problematic, while key loopholes in regulation need to be closed to ensure that positions on currently 
unregulated over-the-counter markets do not lead to ‘excessive speculation’. 
 
The absence of a cooperative international system to manage exchange rate fluctuations has facilitated 
rampant currency speculation and increased global imbalances. Multilateral or even global exchange rate 
arrangements are urgently needed to maintain global monetary and financial stability, to avoid the 
collapse of the international trading system and pro-cyclical policies by crisis stricken countries. 
 
The crisis has made it all too clear that globalization of trade and finance calls for global cooperation and 
global regulation. But resolving this crisis and avoiding its recurrence has implications beyond the realm 
of banking and financial regulation, going to the heart of the question of how to revive and extend 
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multilateralism in a globalising world. The United Nations could play a central role in guiding this reform 
process. It is the only institution that has the universality of membership and credibility to ensure the 
legitimacy and viability of a reformed governance system. It has proven capacity to provide impartial 
analysis and pragmatic policy recommendations in this area. 
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DC2009-0001 

  April 13, 2009 
 

NOTICE OF MEETING 

 The 79th meeting of the Development Committee will be held on Sunday, April 26th, 
2009, commencing at 9:45 a.m. in the Preston Auditorium, The World Bank Main Complex, 
Washington, D.C.  This meeting will be preceded by an informal Ministerial level breakfast 
which would provide an opportunity for discussion of the latest economic challenges for 
developing countries and related multilateral actions (8:00-9:30 a.m.) in the IMF HQ1 meeting 
hall. 

 

  DEVELOPMENT COMMITTEE - PROVISIONAL AGENDA 

 

1. Implications of the Global Economic Crisis for Developing Countries and the 
Role of International Financial Institutions 

 

2. Update on Voice and Participation 

 

Background Documents 

 Global Monitoring Report 2009 

 

Other Reports 

 Enhancing Voice and Participation of Developing and Transition Countries in World 
Bank Group: Spring 2009 Progress Report 

 Review of Bank Group Internal Governance 
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Washington, DC, April 26, 2009 

 
DEVELOPMENT COMMITTEE COMMUNIQUÉ 

 
1.  The Development Committee met today, April 26, in Washington, D.C. 
 
2.  The global economy has deteriorated dramatically since our last meeting. Developing 
countries face especially serious consequences, as the financial and economic crisis turns into a 
human and development calamity. Hard-earned progress towards the Millennium Development 
Goals (MDGs) is now in jeopardy. The crisis has already driven more than 50 million people 
into extreme poverty, particularly women and children. We must alleviate its impact on 
developing countries and facilitate their contribution to global recovery. 
 
3.  The World Bank Group (WBG) and the IMF have shown leadership and complement each 
other in helping developing countries respond to the crisis, enabling countercyclical measures, 
and helping to bridge the huge financing gap, including efforts to revive private capital flows. 
Multilateral institutions need the resources and capacity for effective crisis response and 
prevention. We welcomed member countries’ commitments to a substantial increase in resources 
for the IMF. 
 
4.  More needs to be done as the crisis unfolds further. We now need to translate our respective 
commitments, including those made by the participants at the recent London Summit, into 
concerted action and additional resources. We urged all donors to accelerate delivery of 
commitments to increase aid, and for us all to consider going beyond existing commitments. 
 
5.  We welcomed the WBG’s efforts to ensure a timely crisis response while maintaining its 
focus on long term development challenges, including those posed by climate change and the 
need to accelerate progress towards the MDGs.  We noted the expected trebling of IBRD lending 
this fiscal year and the fast tracking of IDA 15 commitments. We supported the initiatives the 
WBG has launched and encouraged their timely implementation: 
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 To protect the poorest, the Bank has set up the Vulnerability Financing Facility, including 
the Global Food Crisis Response Program and the new Rapid Social Response Program. IFC 
has also created the Microfinance Enhancement Facility to help poor borrowers. 

 To reinvigorate trade finance, IFC has expanded its Global Trade Finance Program from 
$1 billion to $3 billion, and has also launched its Global Trade Liquidity Program, expected 
to support up to $50 billion of trade over the next three years. 

 To maintain infrastructure development and create jobs, the Bank has established the 
Infrastructure Recovery and Assets Platform. The Bank will lend up to $15 billion a year for 
infrastructure, while IFC has launched the Infrastructure Crisis Facility. 

 To help support the financial sector, IFC has created the Capitalization Fund, to provide 
additional capital for developing country banks.  MIGA has extended guarantees to loans to 
Eastern Europe for coverage of $500 million. 

 
Many of these initiatives are designed to mobilize more resources, both public and private. We 
welcomed the additional contributions that have been made and urged governments to consider 
further support.  In addition, we called upon the WBG to update as appropriate its policies, 
instruments and strategies in light of lessons learned from the crisis. 
 
6.  We confirmed our support for making optimal use of IBRD’s balance sheet with lending of 
up to $100 billion over three years.  Given the possibility of a slow recovery, we considered the 
potential need to deploy additional resources and asked the WBG to review the financial 
capacity, including the capital adequacy, of IBRD and IFC, and the adequacy of the concessional 
resources going to IDA countries, for our further consideration at the 2009 Annual Meetings. 
 
7.  The crisis and the need for a strong multilateral response further highlight the relevance of 
ensuring enhanced voice and participation of developing and transition countries in the 
governance of the WBG. Based on agreement at our last meeting for the Board to develop 
principles, criteria and proposals for Bank shareholding, we agreed to accelerate work on the 
second phase of the reform with a view to reaching agreement by the 2010 Spring Meetings.  
This must involve all shareholders in a transparent, consultative and inclusive process. 
 
8.  We welcomed the Board’s review of internal governance and asked the WBG to continue the 
work, as part of the comprehensive approach to strengthening WBG governance and overall 
effectiveness. 
 
9.  The Committee’s next meeting is scheduled for October 5, 2009 in Istanbul. 
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Bahamas, Barbados, Belize, 
Canada, Dominica, Grenada, 
Guyana, Ireland, Jamaica, St. 
Kitts and Nevis, St. Lucia, St. 
Vincent and the Grenadines 

8  



 136

Members Executive Directors Countries 
 

Group 

Timothy F. Geithner (attending) 
Secretary of the Treasury 
United States 
 
Karen Mathiasen (attending) 
Acting Deputy Assistant Secretary 
of Treasury for Debt and 
Development 

Eli Whitney Debevoise 
(Bank) 

 
Meg Lundsager 

(Fund) 

United States 9  

Jorge Giordani (attending) 
Minister of Planning and 
Development 
Ministry of Plannification 
Venezuela 
 
Alternate Member 
Gustavo Hernandez 
Vice Minister of Finance 
Venezuela 
 

Jose Alejandro Rojas 
(Bank) 

Ramón Guzmán Zapater 
(Fund) 

Costa Rica, El Salvador, 
Guatemala, Honduras, 
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Liberia, Malawi, 
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