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World Bank and Conflicts 
 
We welcome growing attention that the World Bank is paying to the prolonged conflicts, including the 
analysis of their causes and implications as well as approaches aimed at their resolution. We are satisfied 
that the Bank plays its role in addressing these extremely complicated issues. 
 
We believe, in this regard, that the paper presented for the Development Committee's consideration will 
further catalyse policy discussions around the world, and in the Bank itself. We expect the Executive 
Board to look into possible ways to improve Bank's lending, research, staffing and budget policies related 
to conflict-affected countries. It would be appropriate if results of these discussions were presented at one 
of our next meetings. 
 
Five basic principles and six dimensions proposed as a starting point for further work are, in our view, 
quite balanced and well-defined. 
 
However, we would like to offer some preliminary thoughts on this issue. 
 
According to the Articles of Agreement, the Bank should remain strictly out of politics. We see it as a 
major advantage of this Institution, the source of trust and the basis of cooperation between the Bank and 
the members who rely on its support. To us, this statutory principle is of paramount importance. It means 
that the Bank should avoid politically biased statements on the conflicts, let alone activities which might 
be interpreted as meddling or intervention in the conflict. When offering assistance under non-
interference, we do find ourselves at a very difficult juncture for many reasons, not least because our 
understanding of the nature and ultimate causes of conflicts and violent actions is far less advanced than 
social and economic concepts we rely upon in the traditional World Bank's policies. Under these 
circumstances, it would be most natural if the Bank concentrated its efforts on the post-conflict recovery 
which broadly refers both to physical assets, including infrastructure, and institution building, particularly 
in the areas of governance, social protection, etc. 
 
As far as issues of security and justice are concerned, the Bank's role should be limited to close 
cooperation with other multilateral organizations that have more expertise in these areas, like the United 
Nations and UN agencies. Regional bodies and organizations are also playing an increasingly important 
role, and the Bank's cooperation with them is still to be fully utilized. 
 
Turning to the internal aspects of the Bank's work, I would like to support the proposals to revisit the 
established "risk avoidance" culture. Clearly, the existing staff incentives still do not adequately reflect 
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priorities and views of the borrowers. This issue has not been fully addressed by the voice reform. We 
need to do more to achieve a more balanced representation of the borrowing countries at the medium and 
top managerial level. 
 
Food Security 
 
In view of the new food prices hike the food security issue is now a priority item of the international 
financial institutions' agenda. Thus, we broadly welcome the presented paper as another step in the right 
direction which the Bank's Management identified three years ago during the previous food crisis. 
 
Today it is clear that the issue of food prices is here to stay for quite a long time. Emergency support of 
affected poorest countries facing supply shocks is, undoubtedly, very important but it is not a substitute of 
longer-term strategies to deal with the overall food crisis. These strategies need to be based on a systemic 
analysis, and we see the report as a good outline of the truly fundamental research. 
 
There are two major aspects of the food prices problem: 

 Overall medium-term rising trend; 
 Dramatically increased short-term volatility. 

 
As for the first aspect, the World Bank's Agriculture Action Plan 2010-2012 seems to be an adequate 
response to these challenges. Measures aimed at productivity growth of the developing countries' 
agriculture sector, linking producers to the markets, increasing their resilience to weather-related risks, 
improving their access to credit and non-farm incomes, all lead to further increase of global food supply 
and put a break on food prices. 
 
The second aspect of short-term food price volatility is more complicated. This issue is particularly 
challenging for the poorest countries where food-related outlays are the major element of household 
budgets, and public social assistance systems remain extremely limited. To contain the excessive price 
volatility we may consider, among others, the following proposals: 
 

 Developing global and regional mechanisms to maintain and manage buffer stocks; 
 Improving global and regional food supply data systems, including enhanced medium-term 

production forecasts; 
 Making food available and affordable to the most vulnerable groups. 

 
There is a substantial room in this area for collective actions both at global and regional levels. In our 
view, the World Bank could, and should, be engaged in this work together with specialized international 
agencies and leading food exporting countries. 
 
Modernizing the World Bank Group 
 
We are generally satisfied with the implementation of the World Bank Group modernization action plan. 
We believe that this modernization should proceed in an evolutionary way, without radical changes and 
reorganizations, which may adversely affect current activities of the institution and its working relations 
with client countries. 
 
The main criterion of success of modernization program is stakeholders’ satisfaction. We see that client 
ownership and work at the country level are recognized as leading principles of the reform program. In 
this context, it seems appropriate to develop a mechanism that would provide for a more systematic 
feedback from the WBG clients to reforms design and implementation. 
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We know that the modernization program is carried out against backdrop of a significant scarcity in the 
Bank’s budget resources. On the one hand, reasons for this limited resources’ availability are beyond the 
Bank’s control and are related to the low interest rates environment. On the other hand, they are related to 
the so called “flat” budget. To us, the goal of maintaining budget at the constant real level by all means is 
not an end in itself. We should ask ourselves how realistic this flat budget is. This question is warranted 
by the fact that the Bank already cannot fully fund its current activities from regular budget and has to 
rely on extra-budgetary resources provided by some countries in the form of grants. The dependence on 
extra-budgetary sources stands now at about 25%, and for some major units exceeds 50%. In this respect 
the practice of large transfers of Bank’s income to IDA and other programs looks somewhat paradoxical. 
 
We should give a serious consideration to how sustainable this situation is and how it affects current and 
future activities of the WBG, including its modernization agenda. In any case, we should face the realities 
and make necessary adjustments in the Group’s modus operandi. 
 
 


