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Forced Displacement and Development 
 

Today we discuss the World Bank’s role in addressing the consequences of forced displacement. Due to 

rising political and economic instability in various regions, the scale of this phenomenon has dramatically 

increased in the recent years and led to severe humanitarian, economic, and political challenges for host 

countries, as well as for the whole global community. 

 

We believe that under the current circumstances the global efforts need to be focused on tackling the 

underlying factors of massive forced displacements. It is only the political settlement of the ongoing wars 

and conflicts, including those in the MENA region, which can bring about social and economic recovery in 

the refugees' home countries and create preconditions for their return. Also, this approach is the only way 

to radically alleviate the plight of the host countries. 

 

The overall situation of low- and middle-income host countries is particularly complicated since they are 

frequently affected by their own economic and political problems. They tend to have limited resources, and 

are in need of international assistance to deal with these challenges. Often, these countries themselves suffer 

from the same conflicts that cause the inflow of refugees. In situations like these, we are facing conflicts of 

regional magnitude, aggravated by the falling trade, shrinking investment inflows, and rising 

unemployment. 

 

The World Bank as a leading development institution can and should be more active on this front. Still, it 

cannot and should not be a substitute for the UN agencies and other institutions that are normally tasked 

with dealing with humanitarian issues and should play a primary role in addressing different aspects of the 

forced migration. It is very important for the Bank to identify the right modalities of its support to the 

countries coping with refugee crises. The Bank should focus not only on their immediate problems, but also 

on addressing issues of their economic growth, fiscal and financial sustainability, institutional capacity of 

the public administration and social safety systems that are at the core of its mandate. 

 

This will not be easy, however. The Bank may not be able to make the full use of its traditional instruments 

because the host countries are normally reluctant to deplete their resource allocations in order to support 

foreign migrants. In addition, some host countries are experiencing significant debt burdens and are not in 

a position to expand their non-concessional borrowing. Under these circumstances, the World Bank may 

consider designing special financial instruments with increased concessionality to meet the urgent needs of 
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middle-income countries and in order to avoid any possibility of redirecting limited IDA resources to non-

IDA countries. 

 

It is important for the Bank to support the projects focused on the specific needs of migrants, like their 

housing, education, training, and access to healthcare. Sub-national and local development should also be 

a priority, since local authorities are usually at the forefront of a refugee crisis. Capacity of these local 

authorities is often limited, and inflows of displaced people may increase the risks of local discontent and 

instability. The Bank needs to focus on the improvement of local infrastructure, service delivery, and local 

governance in general. 

 

Analytical and advisory services should become an integral part of Bank's support. They would help to 

enhance our knowledge about political, social, and economic aspects of migration crises and inform our 

efforts to prevent them. 

 

In case of long-term displacement, integration of refugees into local economy may become an issue. We 

believe that there are no universal solutions here. Many host countries are themselves overwhelmed with 

poverty and unemployment. Attempts to integrate refugees may lead to political instability and conflicts, 

especially when shortage of land and water resources is a binding constraint. Granting work permits to 

refugees and migrants may also be very sensitive. These issues are better dealt with in a gradual manner to 

prevent eventual conflicts over jobs, and sectors of non-traditional employment ought to be opened up first. 

 

In order to make its interventions in the area of refugee crises prevention most productive the World Bank 

should further improve its work in the fragile and post-conflict countries. This work is squarely within the 

Bank’s mandate, and it has accumulated valuable experience in this area in recent years. 

 

The Bank should become more effective while operating in countries with high risk of conflicts and 

instability. It is regrettable that the Bank’s timely assistance to countries in distress sometimes is not 

provided due to political reasons. For example, the Bank could have contributed to the prevention of the 

current conflict in Syria should it be able to extend its assistance to the country in the wake the global crisis, 

long before the outbreak of the civil war.  

 

Forward Look 

 

We have a keen interest in the ongoing discussions about the future role of the World Bank and its ability 

to meet the growing clients’ demand. Adoption of SDGs along with the idea of scaling up billions of ODA 

to trillions of finance for development, new climate and environmental challenges, large-scale migration, 

and other global issues suggest that demand for the World Bank Group finance is bound to grow. Presence 

of persistent uncertainties and vulnerabilities in the world economy, which has not fully recovered from the 

2008-2009 global crisis, also supports this conclusion. 

 

Against this background, we are concerned that in two or three years the IBRD will run into capital 

constraints, which will make it impossible to maintain its present lending levels. This situation limits our 

horizon for strategic planning. One simply cannot seriously plan for 15 years ahead when expecting serious 

uncertainties about developments in the next three years. 

 

We note that some shareholders are reluctant to increase the IBRD capital in the nearest future despite the 

existing agreements on the shareholding review. We do not suggest that IBRD capital should continue to 

increase indefinitely, for it cannot match the rapidly expanding capital markets that will provide the bulk 

of financing for development. However, strengthening the IBRD capital base should be thoroughly 

discussed and final decisions taken before we start contemplating 2030 prospects. If we decide to leave the 

IBRD capital unchanged, we have to moderate our ambitions and concentrate our strategies on the most 
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efficient way to use our existing resources. We, therefore, call upon our colleagues to start discussing 

options to strengthen the IBRD financial capacity as presented by the World Bank Management. These 

options include discontinuing IDA transfers, further increases in pricing, additional reduction in the 

administrative budget, as well as the capital increase. 

 

We are concerned by the proposals to “optimize” balance sheets of the MDBs, including the World Bank. 

These proposals usually imply taking up greater risk by increasing lending volume while keeping the capital 

buffers unchanged. The rating agencies may perceive such policies as a sign of weakening support by the 

shareholders, which may trigger deterioration of our credit ratings. Financial consequences for the IBRD 

under such scenario could be dismal. 

 

IDA reform 

 

We also have serious concerns about the IDA leveraging proposals. Initially, they were envisaged as a way 

to raise non-concessional finance for IDA countries. Now they are increasingly referred to as a means to 

provide additional concessional resources for IDA countries through market borrowing. We see three types 

of risks with this transformation. 

 

 Firstly, there is a risk of substituting donor contributions to IDA with borrowed funds, particularly 

in view of the fiscal stress in a number of donor countries. 

 Secondly, we see no other way to provide concessionality but through either depletion of IDA 

equity or using IBRD net income. Either way, risks for financial sustainability of IDA and IBRD 

are substantial. 

 Thirdly, merging balance sheets of IDA and IBRD under one of the leveraging options could result 

in a lower IBRD rating and increased cost of borrowing, which eventually will have to be passed 

onto its borrowers. 

 

Mounting concerns surrounding the progression of the IDA reform make its very rationale questionable. In 

our view, for IDA18 we should limit ourselves to the agreement reached on the Scale-up Facility, and not 

pursue IDA leveraging further. It would allow us to focus on achieving a good outcome for IDA 

replenishment this year. 

 

Dynamic Formula 

 

We welcome the progress achieved in designing a formula to reflect “fair” shares of IBRD member 

countries in its capital. However, the discussion of the most challenging issues pertaining to this formula 

still lies ahead. 

 

Our comments on the composition of the formula are as follows. 

 

 GDP should have a dominating weight in the formula in order not to dilute the combined share of 

developing and transition countries in the IBRD capital. According to our estimates, the weight of 

GDP in the formula should be no less than 90 percent. 

 

 The conversion rate to obtain GDP estimates in dollars should be equally based on the market 

exchange rate as well as the Purchasing Power Parity (PPP) rate. The current composition of 60/40 

in regards to the market and PPP rates is taken from the IMF quota formula and has no meaningful 

justification in the IBRD context. We see the composition of 50/50 as the only fair way, since it 

reflects equitably the interests of both developing and developed countries. 
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Mainstreaming Disaster Risk Management in World Bank Group Operations 

 

We welcome the progress achieved in implementing the Sendai Report recommendations on systemically 

integrating disaster and climate risks across the World Bank project design and implementation. We see 

not only a growing volume of financial resources for disaster risk management, but also a qualitative shift 

towards resilient infrastructure, preventive measures and early warning systems. These efforts are key given 

the risks posed by the climate change. 

 

In order to move forward, we need to find effective solutions to a whole range of complex problems, 

including climate adaptation for small island states; launching sustainable early warning and preparedness 

systems; and developing market instruments for better disaster risk management. 

 

Special attention should be given to the use of rapid response instruments and mechanisms in the least 

developed IDA countries. Some tools, such as the Immediate Response Mechanism and IDA Crisis 

Response Window, are already there. They allow pooling uncommitted IDA resources to meet recovery 

needs in the aftermath of disasters. However, IDA’s special allocation system requires additional thinking 

about the modalities of using contingent instruments for these purposes. 
 


