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The world needs a reliable and effective multilateral development system that engages and supports 

countries in addressing their most pressing and complex development challenges. Globalization and 

technological innovation have fundamentally altered the patterns of political, economic and social 

interaction, generating tremendous benefits and sometimes significant costs for our societies. Policy issues 

that have long been considered a matter of national sovereignty increasingly depend on factors outside 

national control. In this interconnected world, multilateral development institutions play an ever more 

important role in helping to understand development issues of national and international importance and to 

develop and coordinate appropriate policy responses that ensure the benefits of globalization are broadly 

shared. 

 

Revive growth and promote shared prosperity 

 

Global uncertainty and subdued market conditions are threatening to undermine the development gains 

achieved over the past decades. Many advanced economies continue to struggle in the aftermath of the 2008 

global financial crisis. High levels of public and private sector debt, impaired balance sheets of central 

banks and financial institutions, and low demand are weighing on their growth prospects. Several emerging 

economies meanwhile face contractions due to longstanding institutional and structural bottlenecks, 

declining commodity prices and rising corporate debt. The growth outlook for many developing countries 

is also plagued by structurally lower commodity revenues, challenging macroeconomic conditions, 

weakening investor confidence and a resurgence of violent conflicts that exacerbate existing structural and 

governance weaknesses. Global challenges such as increasing inequality, climate change, violence and 

humanitarian crises threaten to further harm long-term growth and exacerbate the vulnerabilities of people 

in developing and developed countries, particularly the poor. 

 

Determined policy action is needed to revive economic growth and promote fair and equitable access to 

opportunities. Structural and institutional reforms are key to improve market efficiency, foster competition, 

labor mobility and job creation. This includes product and labor market reforms, removal of barriers to 

trade and foreign investment, efficient management of public assets and effective governance of public 

institutions. Scarce public resources should be channeled to productive investments, such as infrastructure, 

education, and skills in order to ensure that growth is broadly shared. These reforms are technically complex 

and politically difficult to sell, especially when economies perform poorly. Their implementation is further 

complicated as public distrust, anger and frustration with incumbent elites have given rise to populist and 

authoritarian movements that advocate simplistic solutions based on nativism, nationalism and 

protectionism. As the political pendulum swings against political and economic openness, determined 

policy action is needed to prevent the world from sliding into a low-growth trap. 
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In this context, the World Bank Group, in concert with the International Monetary Fund and other 

multilateral institutions, can play an important role by providing informed, unbiased expertise and guidance 

that is tailored to specific country needs. Since the success of policy reforms is highly dependent on 

political, institutional and governance frameworks, more attention needs to be given to  institutional 

arrangements and governance issues when formulating recommendations and allocating resources. We 

expect the World Development Report 2017 on Governance and the Law to enhance our understanding of 

how policy interventions can be more effective in generating growth, sustainable welfare improvements 

and inclusion. Addressing complex and sensitive policy issues requires the World Bank Group to be 

recognized and accepted as a credible, accountable and legitimate development partner, able to provide 

sustainable development solutions to its clients in line with its comparative advantages. 

 

Remain an effective and legitimate development partner  

 

In order to sustain the legitimacy of the World Bank Group as a universal and cooperative institution, the 

distribution of shares, voting power and voice have to adequately reflect developments in the global 

economy on the one hand and shareholder contributions to the Bank’s development mission on the other. 

The governance of the World Bank Group must ensure that shareholders care for the long-term financial 

sustainability of the institution and contribute to its development mission in line with their capacity to do 

so. 

 

While we appreciate the fact that the Shareholding Roadmap is on track, there is a risk that the proposed 

dynamic formula does not provide sufficient incentive for shareholders to contribute to the International 

Development Association (IDA). This is worrisome because IDA’s new business model will continue to 

depend on strong future donor contributions as we move towards leveraging IDA’s capital base. In order 

to preserve the financial viability of IDA, its governance structure must be reviewed. The distinction 

between Part I and Part II countries—which is also reflected in the distinction between developing and 

transition countries and advanced economies at the International Bank for Reconstruction and Development 

(IBRD)—seriously lacks credibility and does not incentivize traditional donors to maintain their strong 

contributions to IDA. Giving preferential shares to all Part II countries does not incentivize emerging 

economies to contribute to the World Bank Group’s mission. Going forward, privileged treatment should 

be reserved to IDA countries only. 

 

The Bank Group’s legitimacy not only hinges on its ability to assist clients with competent advice in 

designing effective policies. It also depends on its ability to provide adequate financial resources to match 

their needs and capacities. The disagreement among shareholders about the present and future capital 

adequacy of the World Bank Group must be overcome in order to provide the institution with a clear 

mandate and adequate resources within the strategic framework of the 2030 Agenda for Sustainable 

Development.  

 

The World Bank Group must strive to continuously improve the way it operates in order to ensure faster, 

more efficient and top-notch delivery to its clients. We trust that the Agile Bank initiative will further 

enhance the overall cost and operational efficiency of the Bank. This should include an assessment of the 

governance and cost implications of an ever-increasing pool of trust funds, as well as an assessment of the 

adequacy of the Bank staffing levels. Providing the right incentive framework for management and staff 

will also be important to increase organizational performance. A continued commitment to an open, 

competitive, merit-based and transparent selection process for all staff and senior management positions is 

critical to sustain the Bank Group’s effectiveness, credibility, and legitimacy. 
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Focus on relevance and results 

 

The Forward Look has helped shape a common understanding about the future role of the Bank Group. The 

exercise shows how varied the Bank’s priorities are. Going forward, we expect the Bank Group to be more 

selective in its engagements based on where it can provide the most relevant contributions relative to other 

institutions in order to achieve a truly transformational impact. This means making tough but necessary 

decisions about where to place priorities, how to strategically deploy available resources and advisory 

services, and which areas to scale back. It requires Bank members to define, under the guidance of 

management, clear policy commitments, specific deliverables and expected outcomes as well as an 

adequate funding package to achieve them, while allowing for some flexibility to respond to possible 

changes in the global context and strategic priorities. 

 

Our constituency expects the World Bank Group to focus on areas where it can combine financing with 

global knowledge gained from operational experience and play a catalytic role in mobilizing public and 

private resources, while facilitating the exchange of best practices to address national and global 

development challenges. The Bank Group will have to cultivate political support for the protection and 

promotion of global public goods and the prevention of global public bads. Inequality, climate change, 

economic crises, fragility and conflicts induce hardship and human suffering across borders and threaten to 

reverse hard-earned development achievements in countries across all income levels. The Bank is well 

positioned to understand the scope and nature of these global challenges, catalyze action at the national, 

regional, and global level, and mobilize the resources needed to sustainably mitigate their impact. 

 

The Bank Group must continue to assist clients across all income levels in their efforts to implement the 

fundamentals of sustainable, broad-based growth and establish an environment for productive long-term 

investments. A strong engagement of IBRD, the International Finance Corporation (IFC) and the 

Multilateral Investment Guarantee Agency (MIGA) in upper middle-income countries is particularly 

important. Their stability and prosperity is essential to sustain global economic growth. The spillovers from 

their markets, finance, technology, expertise, and income opportunities are critical to the development of 

lower-income countries. In view of their share in the global demography and world economy, their active 

involvement to promote relevant solutions to global challenges is absolutely essential. The Bank Group’s 

engagement in Kazakhstan, Serbia and Uzbekistan, for example, demonstrate that the Bank’s financial and 

technical support can have a tremendous impact when combined with strong commitment to reform. By 

engaging in these countries, the Bank can provide and acquire vital knowledge, which can be disseminated 

and applied in other contexts. IFC and MIGA have to play a key role in promoting the private sector in 

upper middle-income countries, also by improving the governance and the financial and operational 

efficiency and effectiveness of state-owned enterprises and public utilities. Upper middle-income countries 

are also indispensable to the financial sustainability of the Bank Group. 

 

Given the role of upper middle-income countries as an important engine of the world economy and the role 

played by IBRD in the development architecture, a balanced allocation of the Bank Group’s financial 

resources is fully in line with the interest of the poorer countries. More lending to less risky upper middle-

income clients may even open the way for more lending to riskier lower-income clients. In any case, an 

appropriate balance will have to be struck between risks and the broader development impact.  

 

Of course, the World Bank Group retains a distinct responsibility for stability and growth in lower middle-

income countries. Should any of these countries request substantial support to respond to major challenges 

or to pursue convincing transformative goals—and should the financial contribution of IBRD be critical to 

the success of such programs—the Bank Group must continue to mobilize resources to the extent possible. 

Such a commitment does not require a change of IBRD lending principles. Ultimately country allocations 

should be based on an assessment of where the value added by the Bank Group is greatest. More flexibility 

in the allocation mechanism will be required going forward. In the same spirit, it is understood that IBRD 
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and IDA shall cooperate closely in ensuring a successful graduation of lower middle-income countries from 

IDA. A shared commitment is reasonable. IBRD plays an important role in the graduation process but total 

transfer of this responsibility to IBRD would have high opportunity costs in terms of a broader development 

impact for all. 

 

At the same time, other development actors and the private sector continue to play an important 

complementary role. Close collaboration will be required to deliver a coherent multilateral response to 

different challenges, such as generating sustainable and inclusive livelihood opportunities in fragile 

situations. We applaud the way the Bank has transformed its relationship with the UN and its agencies, 

especially in situations of conflict and instability. In ensuring coherence and adding value to the overall 

crisis response of the international community, it is important that the Bank focuses foremost on its areas 

of expertise. We particularly welcome the stronger focus on risk mitigation and crisis prevention aimed at 

strengthening resilience, such as in Tajikistan.  

 

IFC and MIGA will have to play a key role in promoting the private sector in IDA countries and fragile 

contexts. They should continue to nudge the private sector to assume reasonable risks and invest in frontier 

markets. The higher risk of doing so, especially in fragile contexts, warrants the blending of public and 

private resources. By expanding the traditional IDA approach with IFC-MIGA expertise, IDA’s new private 

sector window will provide valuable lessons on how to take reasonable risks in a financially sound and 

sustainable way. The pilot phase will also provide valuable lessons on how to optimize the governance 

arrangements and administrative processes between IFC, MIGA and IDA. 

 

The scope and nature of development challenges and the required investments to address them suggest that 

the public and private financing solutions emanating from multilateral institutions will have to be leveraged 

on a greater scale than at present. Given its comparative advantage in mobilizing private and public financial 

resources and its ability to catalyze transformational change, the World Bank Group can do more and better.  


