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Strategic Directions 

 
Traditionally, our meetings were devoted to particular aspects of the World Bank’s activities. 
Today, for the first time, we are discussing its overall strategy. I believe this is well justified. 
Over the last 10-15 years, the global economy has undergone radical transformation. 
Globalization has reached a qualitatively new level; hundreds of millions have broken away from 
absolute poverty. However, today, we are facing new challenges. In particular, we should 
prevent globalization and acceleration of economic growth from causing a sharp increase in 
inequality, both within and between countries, and exacerbation of the global problems such as 
climate change and destruction of ecosystems. Being key instruments of the global economic 
development, the IMF and the World Bank should find their place in the changed world.  
 
The examination of what the Bank’s new role should be has been going on already for several 
years. However, reaching what we perceive as a broad consensus on the Bank’s strategic 
directions is a new development that we wholeheartedly welcome.  The World Bank President 
should personally receive much of the credit for this accomplishment.  We broadly share Mr. 
Zoellick’s vision of the Bank’s strategic direction that was outlined in his last week’s speech.  In 
this regard, I would like to make just a few clarifying remarks. 
 
Poverty alleviation and sustainable growth-based development have always been and should 
remain the main objective of the Bank.  The Bretton Woods institutions have made a significant 
contribution to the economic growth acceleration and poverty reduction during the last decade. 
Today, we should focus our attention on addressing these issues in Sub-Saharan Africa and the 
post-conflict countries. In doing so, we should rely on the lessons learned in more successful 
developing countries. 
 
One such lesson is that although the role of external assistance in development is significant, the 
countries’ own efforts are the most important. As we scale up our assistance to the poorest 
countries we should target it at supporting reforms, alleviation of transitional hardships and 
mitigation of external shocks. External aid should help to put in motion mechanisms of 
sustainable development, facilitate mobilization of internal resources and, thus, gradually reduce 
aid dependency. 
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We should also reflect, in a greater depth, on the driving forces of development beyond the 
MDGs. The mission of poverty alleviation is not limited to reaching, by way of external aid, 
some quantitative targets by a specific deadline. We believe that external aid should help launch 
the process of sustainable development that would take the poor countries to a new trajectory of 
growth affording them an opportunity to address their social issues independently. 
 
The lag in industrial development appears to be the main reason for the widening gap in progress 
towards the MDGs between the counties in Sub-Saharan Africa and other developing countries. 
For instance, according to the World Bank, from 1990 to 2002 value added per capita in 
manufacturing grew dramatically up to many hundreds of dollars in most countries of Asia and 
Latin America, but in Africa this key indicator was lower by the magnitude of order with no 
significant upward trend. 
 
Without in any way questioning the importance of agriculture for the poor countries –particularly 
in the short- and medium-term perspective, is it not the time to acknowledge that it is 
industrialization, coupled with the infrastructure that supported it, that has always been the 
primary vehicle of development? We believe that the World Bank can and should lead a 
movement aimed at the industrialization of Africa and other poor countries. In doing so, the 
Bank can rely on its experience in assisting clients that since have joined the most developed 
nations. The African countries themselves seem to share this approach. It is up to the donors to 
act. IDA and IFC should increase their financing in this area. In this regard, we particularly 
welcome the expansion of IFC programs in Africa. 
 
We should examine what impedes a greater use of the already available Bank instruments. A 
case in point is provision of guarantees to the IDA clients. Such guarantees are meant to facilitate 
private sector development, foreign investments and overall economic development. Although 
appropriate decisions were taken about ten years ago, such instruments are virtually never used. 
 
We believe that an emphasis on large-scale investment financing could facilitate scaling-up and 
promote productive cooperation between the private and the public sectors as well as bilateral 
development agencies.  
 
Assistance to the post-conflict countries is one of the most important areas of the Bank’s work. 
We all know that conflicts tend to be of complex nature and often involve mutually reinforcing 
problems: large-scale ethnic conflicts usually lead to social and economic disasters, while 
economic crises tend to exacerbate lingering ethnic and social tensions. That is why we simply 
cannot afford to deny our support to the post-conflict countries. 
 
Among the principles of post-conflict assistance, one should stress impartiality and non-
interference in internal political affairs. We should help countries and their governments that 
seek to overcome crisis rather than representatives of particular political movements that enjoy 
support of influential donors. Political neutrality, which is a cornerstone of the Bretton Woods 
system, is particularly critical in the context of the post-conflict work. This is why the Bank 
should be careful and considerate, and cooperate with all the bilateral and multilateral donors 
while preserving its complete political neutrality. 
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Bank's work with the middle-income countries (or, to be precise, with IBRD borrowers) has 
been discussed extensively over the last several years. These days no one disputes the critical 
role of the Bank’s cooperation with this group of countries. The importance of this cooperation 
has been affirmed by the recent unprecedented decision to dramatically increase IBRD and IFC 
contribution to IDA. This decision effectively means that middle-income countries increase their 
assistance to the poorest ones, and that the World Bank MIC activities acquire a new dimension 
as they generate additional resources for IDA. 
 
Last year, in Singapore, we supported the MIC strategy. While the strategy implementation is 
unfolding in a satisfactory manner, there is no room for complacency. One should recognize that 
the majority of IBRD borrowers have reached a new level of development and want to see the 
Bank as their partner of choice. From this angle, we are satisfied that the new model of the 
World Bank Group country partnership strategies with their increased flexibility and country-
defined prioritization of activities reflects the new realities. 
 
Speaking of the MICs, we traditionally underscored such areas as infrastructure lending, 
subnational lending without sovereign guarantees subject to central government's agreement, 
development of innovative instruments, and knowledge transfer, particularly to address socio- 
economic and financial challenges. We expect that the Bank will continue its work in these 
areas. 
 
Modernization of the lending terms is of paramount importance. We acknowledge that the Bank 
has made much progress in simplifying and streamlining its requirements, reducing the 
borrowers’ non-financial costs of doing business, and recently, reducing the price of borrowing. 
Nevertheless, transition to country systems announced almost ten years ago, is extremely slow 
and should be accelerated. The costs of doing business should be further reduced, and operating 
procedures reviewed in order to identify and abolish outdated requirements. 
 
Global Public Goods is another strategic direction of the World Bank. Indeed, some issues 
have a global character, affect all countries and should be tackled at all levels, from the national 
to the international. However, we instantly face the tough challenge of selectivity. We believe 
that as the Bank engages with global issues, it should adhere to the criteria agreed upon in our 
September 2000 communiqué: 
 

• clear value-added to the Bank’s development objectives; 
• Bank action is needed to catalyze other resources and partnerships; 
• significant comparative advantages for the Bank; 
• and an emerging international consensus that global action is required. 

 
Fighting infectious diseases clearly conforms to these criteria. One cannot overestimate the 
importance of this work. The Bank should use all available resources to this end, including the 
newest innovative financing mechanisms. 
 
Climate change is another global problem. While negotiating international treaties on this subject 
is outside the Bank’s mandate, it should concentrate on helping those countries that would like to 
use the Bank’s existing and evolving instruments. 
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However, industrial and developing countries still tend to attach somewhat different priorities to 
the climate change agenda. In this regard, the Bank should not serve as a tool for imposing the 
priorities of some members on others. The crucial role of the energy sector in the developing 
countries cannot be called into question. The developing countries will never give up their plans 
to bridge the huge energy gap in their fight against poverty. We should support their efforts and 
focus on the most efficient conventional energy generation technologies and refurbishment of the 
existing power facilities. This presents us with an opportunity to integrate two global priorities – 
climate and energy.  
 
In this respect, it is appropriate to reiterate the proposal we made one and a half years ago. We 
need to revisit the World Bank taboo on all things nuclear. In our opinion, this holds a great 
potential to advance on an entire spectrum of issues – from clean energy to safety monitoring and 
nonproliferation. 
 
Adaptation to climate change is attracting a lot of attention in a number of countries, first of all – 
island and coastal ones. We fully support the Bank's work in designing new financial instruments 
that would facilitate dealing with the consequences of natural calamities. 

 
*    *    * 

 
Strategic directions of the World Bank Group should not be viewed as independent from or even 
competing with each other. Instead, they are but different aspects of the overarching mission to 
achieve sustainable development. The challenge is in their integration. This is the main challenge 
that the Bank is facing. The Bank's competitive advantages should be its ability to pay sustained 
attention to all these directions – without any exception, and continuous coordination on the 
global priorities supported by the international community and national development strategies. 
 
The critical precondition for success is improved governance within the World Bank Group 
itself. Governance is an issue that is always emphasized in dialogue between the Bank and its 
clients. The most convincing argument in support of good governance would be strengthened 
governance with the World Bank Group. 
 
This year, the Bank went through a testing period that adversely affected its reputation and gave 
rise to questions about its own governance standards. Is should be underscored that the Bank was 
addressing this crisis with dignity. The Executive Board played a critical role as a guardian of 
Bank's integrity. Now, when the new Management and reinforced attention to the issues of 
quality and diversity of staff, we can reaffirm our full confidence in the Bank as a global 
developmental institution. We are sure that the strategic directions we approve today will 
successfully guide the Bank in the new millennium. 
 

Country-Based Scaling Up and the Role of IDA in the Global Aid Architecture 
 
We believe that IDA remains a key element in the global aid architecture. One cannot deny the 
positive results achieved by IDA in designing and delivering country programs that incorporate 
financial, knowledge and consultative services. Maintaining and enhancing IDA’s capacities in 
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these areas corresponds to the core interests of both recipients and donors. The quality of IDA 
assistance is higher than assistance from other types of donors. While there is an obvious room 
for improvement in the Association’s effectiveness, it would be very counterproductive to put 
into doubt the rationale for IDA or redesign in a radical way its role in the global aid 
architecture. We are puzzled and concerned about the very fact of raising such questions. 
 
Nevertheless, we note that the recent trends in the international aid such as higher fragmentation, 
proliferation of earmarking go in the opposite direction to the principles of improving the quality 
of aid that have been anchored in the Monterrey Consensus of 2002 and Paris Declaration of 
2005. We believe that we need to carefully analyze the roots of these phenomena. 
 
We understand that there is an internal tension within the aid business: on the one hand, donors 
are compelled to demonstrate to the taxpayers that aid delivers quick and visible results, on the 
other – the country-based model employed by IDA emphasizes the attainment of sustainable 
results in the medium-to-long term based on building the recipients’ capacity and institutions. 
Furthermore, during the last decade, major donors favor allocation of aid for the social and 
human development, while IDA, like recipient countries themselves, tends to favor the 
productive sectors as key for progress. 
 
We are convinced that IDA’s strongest answer to the emerging challenges would be 
simplification and modernization of its operational procedures, better alignment with recipient 
countries’ priorities in determining the sectoral composition of aid, bringing more flexibility into 
the use of financial instruments, enhancing the objectivity of CPIA as well as reaching out to the 
new categories of donors. 
 
We have already witnessed some important steps in the right direction. These are facilitated 
access to the additional financing, new mechanisms for rapid response to crises and emergencies, 
simplification of investment lending as well as increased allocations for infrastructure and 
energy. 
 
However, IDA still has a big room for improvement. For example, it should more actively use 
such financial instruments as guarantees and improve collaboration with other members of the 
WBG and other donors in designing and implementing large national and regional investment 
projects. 
 
We also believe that IDA should better explain the benefits of the country-based model for aid 
delivery as the only effective vehicle for delivering sustainable development results, including 
those in the area of global public goods. 
 
Since the launch of the first national Poverty Reduction Strategies (PRS), a substantial progress 
has been achieved in the areas of realism, specificity, balancing of different priorities and 
integration with the medium-term financing framework and the annual budget cycle. The new 
generation of PRS is characterized by higher quality of their growth strategies and better analysis 
of the roles of the public and private sectors in achieving socio-economic goals. 
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However, the number of countries with a PRS of sufficiently high quality remains limited. Weak 
links to financial planning and the budget cycle and the absence of clearly defined results 
assessment framework remain the main challenges. We believe that assisting countries in 
enhancing the quality of their national development strategies should continue to be an important 
task for IDA. 
 
We welcome the fact that the Bank and the Fund strengthened their analysis of the 
macroeconomic implications of alternative options of scaling up aid. Due to the crucial 
importance of this issue, it was a subject to intense discussions. For instance, according to some 
opinions, increases in aid flows may cause the so-called “Dutch decease” that impedes long-term 
development prospects. Thanks to employment of the new analytical tools, it has become 
possible to model the macroeconomic impact of external aid. These tools, however, need some 
further refinement. In particular, more emphasis should put on the implications of the alternative 
decisions about the split of aid between consumption and investment as well on appropriate 
sectoral composition of the aid. Bank and Fund also should help countries with macroeconomic 
management under volatile aid flows. 
 
We have to note that many recipient countries were able to successfully manage the 
macroeconomic implications of increased and volatile aid flows and to avoid the “Dutch 
decease”. Their experience needs to be evaluated and disseminated to other IDA countries. 
 
Enhancing the countries’ absorption capacity also requires strengthening of their Public 
Financial Management (PFM) and overall institutional capacity. This entails improving 
administrative capacities of the key public agencies, reforming the civil service, enhancing 
public administration at the local levels as well as improving transparency and accountability. 
IDA’s results in those areas are still lagging behind and need to be improved. The Russian 
Federation strongly supports international efforts (including in the framework of G-8) in 
strengthening public financial management and considers this issue as key for sustainable 
development. 
 


