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Strategic Direction of The World Bank Group 
 
We welcome this initial contribution to the Long-Term Strategic Exercise for the World Bank Group 
(WBG). The background paper highlights emerging development challenges and suggests possible 
building blocks for action. The information provided in this paper, together with the most salient events 
of the last decade and the rapid pace of change in the world economy, highlights the need to revisit and 
update the Bank’s current strategy. 
 
General Comment 
 
The paper’s main contribution is to inform discussion among stakeholders with regard to the Bank´s long-
term strategy, reflecting efforts to accelerate poverty reduction, promote sustainable growth and manage 
risks.  
 
There are good reasons to proceed this way. Early and extensive debate among shareholders and 
consultation with stakeholders and the development community are essential. 
 
The final outcome of this process –as stated by our chair in the context of last year’s budget and planning 
cycle discussion– is the drafting of a clear and coherent framework for action, linking the Bank’s mission, 
objectives, strategy, budgetary implications and sources of funding. 
 
The Scope for Action 
 
The distribution of growth’s benefits (both across and within countries) is of central importance. 
Worldwide reduction of income disparities should be one of the Bank’s priorities. It is a moral imperative 
and a necessary condition for successful globalization. High inequality also poses risks to growth and 
poverty alleviation. 
 
With regard to the financial environment, access to global capital markets still merits careful attention. 
While we acknowledge and welcome the structural progress achieved by many countries, it should not 
lead to excessive optimism with regard to their capacity to access international capital markets to meet 
financing needs. Changes in the global economy and in liquidity can rapidly transform market sentiment 
towards countries that currently enjoy market access, with ensuing and non-trivial adjustment costs. 
 
Building Blocks of a Strategy for The World Bank Group 
 
It is clear that the WBG should not try to “do it all,” but the focus areas suggested in the document are so 
broadly defined that it is unclear whether the Bank is expanding or reducing its range of action. More 
clarity is called for. 
 
Regarding the challenges for IFC and MIGA, we agree that “the challenge is to ensure (and show) that 
they provide additionality –not simply substituting for investments that would have been made anyhow– 
and strong developmental impact, in addition to adequate financial returns and an acceptable risk profile”. 
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As pointed out by the paper, progress in low-income focus areas requires strengthening IDA, and this is 
not credible without core financial resources. Regarding middle-income countries (MICs), the challenge 
lies in making the IBRD’s services more attractive. We should pay attention not only to low-income 
economies, but also to countries which have had groups undergo a process of rapid downward mobility, 
with –for example– significant portions of their middle- income population falling below some kind of 
poverty line.  
 
Finally, the focus on results and evaluation is vital: an estimate of the developmental contribution of the 
various activities of the group is indispensable for strategic decision-taking.  
 
Scaling Up and the Role of IDA 
 
The Role of IDA 
 
With regard to the role of IDA, we are concerned that Official Development Assistance (ODA) flows for 
core development programs have not grown as fast as overall ODA flows. Moreover, the allocation of 
ODA flows to social sectors has been at the expense of infrastructure. We believe that aid directed to 
meet infrastructure needs should deserve special attention, given the importance of infrastructure to 
economic growth.  
 
There remain significant challenges to the effectiveness of aid, particularly with regard to low-income 
countries (LICs) and their efforts toward achieving the Millennium Development Goals by 2015. Global 
aid architecture has become too complex, with a proliferation of donor channels, fragmentation of ODA 
and a significant degree of aid earmarking.  
 
Given this environment, we would like to emphasize the following points.  
 
We agree that in order for IDA to fulfill its role in supporting the country-based model, more efforts will 
be needed to: (i) strengthen country systems for public service delivery; (ii) ensure appropriate sectoral 
funding, by significantly scaling up funding for infrastructure; (iii) address new global challenges linked 
to climate change; and (iv) enhance alignment and harmonization with other donors.  
 
For further alignment and harmonization, donors need to work steadily to lower the transaction costs of 
delivering and managing aid, to increase the use of local action plans, to reduce the number of project 
implementation units and to better integrate them into ministries.  
 
Climate change is a global challenge already affecting water availability, agriculture, health and major 
infrastructure, with tangible effects on economic growth. For example, this year’s flood-related damages 
in Bolivia are estimated at 2 percent of GDP. IDA needs to strengthen its capacity to respond to this type 
of challenge.  
 
Reforms to IDA should include developing rapid-response capability for crises and emergencies. IDA 
policies should contain mechanisms to react appropriately to changes in projects, needs and risks, as well 
as changes in each client country. To ensure the success of poverty reduction efforts, IDA needs to 
increase its capacity to perform as a strong partner of the government and the other development 
organizations operating in the field. 
 
Country Based Scaling-up 
  
The World Bank can help governments strengthen their institutions by providing analytical, technical and 
financial assistance. The Bank can also conduct assessments of the macroeconomic and fiscal 
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implications of development strategies and perform analyses of their impact on poverty reduction. 
Furthermore, the Bank can help integrate global and regional priorities into country strategies. 
 
The Bank can assist in scaling up work on governance and anti-corruption by providing diagnostic, 
technical and financial support to build transparent and effective public institutions, and tracking 
improvements in public expenditure and financial accountability.  
 
Clean Energy for Development  
 
We welcome the background paper, which presents the progress made under the Clean Energy 
Investment Framework (CEIF), endorsed by the Development Committee during the 2007 Spring 
Meetings. 
 
The WBG has made substantial progress in implementing the CEIF Action Plan, and we are pleased to 
learn that the WBG is likely to exceed the forecast for overall energy lending of US$ 10 billion over the 
period FY06-08. 
 
Given the increasing evidence of global warming and its potentially devastating consequences for the 
poorest nations, the WBG must reinforce and design new financial and technological instruments, making 
use of a broader approach. 
 
We also agree that the Bank should consider entering sectors such as transport, agriculture, forest and 
urban development. This should include policy research and knowledge programs to enhance its role in 
the acceleration of new technology and to promote climate risk programs. 
 
We welcome the analytical work on trade policy for liquid biofuels. However, we expect further studies 
on these alternative fuel sources, since significant private and government efforts are being directed into 
improving the use of new sources of energy. The production of biofuels, biodiesel and ethanol could 
become an important source of economic growth in developing countries. 
 
With regard to the creation of new financial instruments, we welcome the design of two new carbon 
facilities –Carbon Partnership Facilities (CPF) and the Forestry Carbon Partnership Facility (FCPF)– and 
the innovative financing mechanism announced by the United Kingdom. These financing mechanisms 
should be accessible to a great number of developing countries and contribute to the preservation of 
existing tropical and subtropical forests. 
 
Turning to existing financial instruments, we are concerned about the US$ 1 billion cap on the Global 
Environment Fund (GEF). The cuts of about 70 percent in the GEF’s Latin America portfolio are 
disappointing, since they make it difficult for our countries to apply effective climate-mitigation policies. 
We call for clear and predictable rules governing access to these funds.  
 
The fact that the WBG is working on instruments for mitigating climate-related risks, such as the 
Caribbean Catastrophe Risk Insurance Facilities and the Global Facility for Disaster Reduction and 
Recovery, is highly commendable. The Bank could play an important role as a knowledge broker by 
connecting scientific knowledge and experience with country demands.  


