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NOTE ON THE SEVENTY-NINTH MEETING 
OF THE DEVELOPMENT COMMITTEE 

 
 
The Joint Ministerial Committee of the Boards of Governors of the World Bank and the International 
Monetary Fund on the Transfer of Real Resources to Developing Countries – the Development 
Committee – held its eightieth meeting on October 5, 2009, in the in Üsküdar Room of the Istanbul 
Congress Center, Istanbul, Turkey.  The meeting consisted of a single session, preceded by an informal 
Ministerial level breakfast for Members on the same day.  Members circulated their written statements in 
advance and these are part of this document.  Also included are notes by the Bank President and the Fund 
Managing Director distributed ahead of the meeting.  The meeting started at 10:00 a.m. and ended at 
1:26 p.m.  It was chaired by Mr. Agustín Carstens, Minister of Finance and Public Credit of México. 
 
The Agenda (Annex A) was adopted at the beginning of the meeting, followed by discussion of two 
topics. The first, was a review of issues as highlighted in the background document, Review of IBRD and 
IFC Financial Capacities – working with Partners to Support Global Development though the Crisis and 
Beyond, prepared by staff of the Bank.  The second topic Enhancing Voice and Participation of 
Developing and Transition Countries in the World Bank Group: Update and Proposals for Discussion 
and was supported by a paper prepared by staff of the Bank.  In addition to the above discussion topics, a 
report by the Bank and Fund Management on A Review of Some Aspects of the Low-Income country Debt 
Sustainability Framework (DSF) was submitted to the Committee for information.  Ministers commented 
on these documents in their written statements to the Development Committee. 
 
The Communiqué (Annex B) was adopted at the end of the meeting and records the salient points and 
outcome of the Ministerial discussion. 
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Memorandum of the President of the World Bank, Mr. Robert B. Zoellick, to the Development 
Committee 

 
Introduction 

The Communiqué of the Development Committee at the 2009 Spring Meetings confirmed support for 
"making optimal use of IBRD's balance sheet with lending of up to $100 billion over three years." Given 
the possibility of a slow recovery and the potential need to deploy additional resources, the Development 
Committee asked the World Bank Group (WBG) to "review the financial capacity, including the capital 
adequacy of IBRD and IFC, and the adequacy of the concessional resources going to IDA countries" for 
"further consideration at the 2009 Annual Meetings."  

In response to the Committee's request, we have prepared an extensive report entitled "Review of IBRD 
and IFC Financial Capacities: Working with Partners to Support Global Development through the 
Crisis and Beyond." This report builds on a series of discussions with the Board of Executive Directors 
over past months. In addition, we have prepared a paper on the challenges facing low-income countries 
in the global recession, as well as a progress report on the Voice and Participation Reform. I thought it 
would be useful to summarize the key points and issues for you in this note.  

Results and Outlook 

The WBG has responded vigorously to the global crisis. IBRD lending in the fiscal year ending June 
2009 hit a record high of $33 billion, almost triple that of a year earlier, and we expect a new record of 
$40 billion or more this fiscal year. Demand since the onset of the crisis through FY12 is clearly moving 
significantly beyond the $100 billion level that the Committee called for in its Communiqué. IDA 
commitments hit a record level of $14 billion in FY09, 25% higher than a year earlier. IFC committed 
$10.5 billion of investments in FY09, with an additional $4 billion of funds mobilized through others. 
Over 50% of IFC investment projects in FY09 were in IDA countries, accounting for $4.4 billion of 
commitments. IFC also established the IFC Asset Management Company to maximize development 
impact through mobilizing external resources and created new vehicles and funds to meet emerging needs 
during the crisis in the areas of global trade, infrastructure, microfinance, bank capitalization and health, 
while IFC is developing additional initiatives, such as a distressed asset fund.  

While the recession appears to be bottoming out, significant fragilities remain. The recovery is likely to 
be slow, with significant unemployment and output gaps persisting for years. We expect sizeable 
financing gaps beyond the crisis period, especially for middle-income countries. Countries are delaying 
important long-term development projects. Countries will need to address the increased number of "new 
poor" and to preserve and accelerate progress in achieving the MDGs.  

Our assistance to developing country clients provides important support for the global economy. At a 
time when forecasters are looking for sources of demand to stand in for the U.S. consumer, many 
developing countries have the fiscal space to expand. But they still cannot get the volume of financing 
they need at reasonable prices without crowding out their private sectors. In the medium and long term, 
our investments in developing countries will help increase their productivity and capability to "rebalance" 
the "New Normal" framework with multiple poles of growth.  
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The World Bank Group’s Comparative Advantage 
 
The WBG is well positioned to play a leading role in the global response to the challenges of 
globalization, development, and financial crisis. Unique among international institutions, its comparative 
advantage lies in five broad areas:  

1. A global, local, and cross-sectoral presence with the competence to work with public and private 
sectors, and with middle-income and low-income countries, in partnership with developed 
countries;  

2. A continually upgraded repository of best practice in development combining global 
implementation experience, research, and learning;  

3. World-class risk management and banking competencies and the capabilities to leverage its 
balance sheet;  

4. A leadership role in the growing global public goods agenda;  

5. Worldwide catalytic and convening powers, which set it apart from regional organizations.  
 
Underpinning all of these advantages is the WBG's uniqueness as a global development financial 
institution -its global membership, and a global reach and strength in client base, development 
knowledge, and finance.  

As discussed in the paper on IBRD and IFC financial capacities, four key drivers are likely to shape the 
Group's role in the post-crisis world:  

1. Traditional and innovative development finance -to fund important long-term 
development projects delayed by the crisis; make progress towards the MDGs; address 
the increased numbers of 'New Poor'; and leverage private capital flows;  

2. Delivering knowledge products -as a repository of global best practice in development, 
combining implementation experience, research and learning, clients look to the WBG to 
connect and customize multiple sources of practitioner knowledge and innovation;  

3. Scaling up the global public goods agenda -the WBG can bring a multi-sectoral response 
to help address pressing global challenges, such as climate change and communicable 
diseases, combining policy advice and investments; and  

4. Responding to future crises -a financially sound WBG can provide shareholders with 
flexibility to react quickly to unanticipated future shocks, whether pandemics, natural or 
manmade disasters, economic or social crises.  

 
The Reform Agenda 

We know well the importance of advancing multiple reforms to address shareholder requests, improve 
performance, and build support with your legislatures. Our efforts include:  

 Advancing legitimacy through the "Voice" reform;  
 
 Continuing to increase cost efficiency;  
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 Improving development effectiveness, with a focus on the results agenda, gender, 

decentralization, investment lending reform, human resources, and ensuring appropriate 
coordination and division of labor with the RDBs, the UN, the IMF and other IFIs; and 
 

 Promoting accountability and good governance, including with our global anti-corruption effort, 
the Stolen Asset Recovery program, an improved transparency and disclosure policy, and the 
soon-to-be-released recommendations of the Zedillo Commission. 
 
 

“Voice” Reform 

The first phase of the reforms to enhance the voice and participation of developing and transition 
countries (DTCs) in the WBG was completed a year ago with an additional Board seat for Sub-Saharan 
Africa and an increase in DTC voting power at IBRD to 44%. At its last meeting, the Committee asked 
for an acceleration of the second phase of reforms, with a view to reaching agreement by spring 2010. 
That acceleration is on track, with intense engagement by Board members with Management support. 
Meeting the goal will require reducing remaining differences at this meeting and in the few months ahead.  

The second phase of reforms has been focused on six questions: (1) IBRD shareholding realignment 
(implementing "moving over time towards equitable voting power between developed and developing 
countries"); (2) criteria for IBRD share allocation; (3) mechanism for IBRD share realignment; (4) IFC 
voice reform (realignment of voting shares); (5) IDA voice reform (realignment of voting shares); and (6) 
implications of other major reform issues.  

These are complex and inter-connected questions that we would like to address through a comprehensive 
package of reforms next Spring. Of course, some countries have particular concerns that we could seek to 
address once we receive your general guidance. Of the main issues under discussion, an agreement on the 
scale of shift in IBRD shareholding would likely facilitate agreement on the other IBRD realignment 
dimensions, as well as pave the way for deeper discussions on IFC voice reform. The reform package also 
needs to recognize the contributions to the development mandate of the WBG, strengthen our ability to 
continue support for the poorest, and demonstrate that greater say for emerging and developing countries 
brings with it greater responsibility for the financial soundness of the Bank Group.  

Last weekend's meeting of the G-20: "Stress[ed] the importance of moving towards equitable voting 
power in the World Bank over time through the adoption of a dynamic formula which primarily reflects 
countries' evolving economic weight and the World Bank's development mission, and that generates in 
the next shareholding review a significant increase of at least 3% of voting power for DTCs, in addition to 
the 1.46% increase under the first phase... to the benefit of under-represented countries. While 
recognizing that over-represented countries will make a contribution, it will be important to protect the 
voting power of the smallest countries."  

IBRD Financial Capacity 

We recognize that future demand is uncertain. However, without a prospect of capital augmentation, 
IBRD would face significant constraints starting from the middle of 2010 and lending capacity post-crisis 
would be permanently reduced, undermining the Bank's development model, relevance and impact. 
Indeed, we are already being forced to limit lending plans. While IBRD's prudential equity-to-loans and 
long-term investment assets (E/L) ratio at the end of June 2009 still compares favorably to its capital 
adequacy target range, this ratio would drop to the lower end of the range if we factor in commitments 
that we have made but not yet disbursed. With the significant ramp-up in lending, IBRD's prudential E/L 
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ratio is projected to drop rapidly to levels lower than the regional development banks (RBDs), including 
the Asian Development Bank (ADB) which recently received a capital increase. 

We have been developing a balanced package of financial measures to address the IBRD capital 
constraints. They involve participation by developing as well as developed countries to emphasize the 
mutuality of interest in the WBG. The measures already undertaken or being pursued include:  

 a loan price increase in August 2009 (generating some $2 billion by FY19);  

 working with relevant shareholders to release their national currency paid-in capital ($0.5 -$2 
billion);  

 a selective capital increase (SCI) for "Voice";  

 tight budget discipline, despite expanded lending and requests for analytical support; and  

 a possible increase in pricing for longer maturity loans.  
 
As the paper explains in detail, taking these measures into account, the IBRD will need an injection of $3-
5 billion in paid-in capital (through a general capital increase and the selective capital increase for 
"Voice") to be implemented by the end of FY11 if the IBRD is to meet demand over the expected crisis 
period and sustain annual commitments of $15 billion p.a. thereafter. Unlike some Regional Development 
Banks, this increase does not assume a higher level of future lending to serve an enhanced mission. The 
$15 billion p.a. figure is similar to the average level of the last 10 years in real terms, but lower than the 
average level of about $19 billion over the last 20 years.  

If encashed over five years, paid-in capital of $3-5 billion would imply an annual contribution of $101-
168 million for the United States, $48-81 million for Japan, and about $28-46 million for our largest 
European shareholders. These amounts could be further lowered by the paid-in amount of the selective 
capital increase linked to "Voice."  

The capital paid in by developed countries would be effectively leveraged twice over: first by 3-4 times 
through larger developing country contributions to increasing capital (through the pricing increase already 
implemented, release of national currency paid-in capital, a selective capital increase related to the 
"Voice" reform, share in a General Capital Increase, and potentially higher pricing for longer maturity 
loans) and then again by approximately $4-5 of additional lending for every dollar of additional capital.  

You also need to consider how close you wish IBRD to run to its prudential limits given the time needed 
for governments to act on a capital increase. In the late 1980s, IBRD drove the equity-to-loan ratio below 
our prudential limits, but that was with an assurance of a forthcoming capital increase and while stopping 
income transfers to IDA for three years.  

Any capital cushion also enables us to: better respond to future crises (in recent years, for example, 
soaring food prices, Avian influenza, and the Tsunami); support the global public goods agenda more 
innovatively; generate more income to sustain IBRD's income transfers to IDA (46% of IBRD's FY07-09 
income went to IDA, the highest among IFIs); and offer IBRD lending to more creditworthy IDA 
countries, including through innovative financing.  
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I am sympathetic to the budget demands all of you face. That is one reason why we did not rush to urge 
more resources when the crisis hit. We have also strived to lower the amount sought from a GCI by 
developing a balanced package of measures to increase financial capacity, as described above. We also 
would be pleased to further explore the option of contingent capital whereby a commitment to a GCI 
would be triggered once IBRD's E/L ratio drops to a certain threshold and could be redeemable once the 
E/L ratio recovered sufficiently.  

IFC Financial Capacity 

Turning to IFC, the crisis has cut its profitability and capital position such that IFC now faces a clear 
capital constraint. Despite the impact of the crisis on profitability, IFC, in cooperation with IBRD, carried 
out its contributions to IDA as part of the WBG's overall commitment.  

IFC's resources and proven ability to mobilize others are needed now more than ever, given the financing 
problems of private businesses in most developing countries and the need to shift from a stimulus-based 
recovery to private sector demand. A paid-in capital increase of $1.8-2.4 billion would enable IFC to offer 
more support for the private sector in developing countries, including frontier markets, through the crisis 
and beyond. This increased capital could be leveraged into additional investment commitments of about 
$5.4-$7.2 billion and would facilitate even greater mobilization from external sources. Over 5 years, the 
annual investment for GCI would be $87-115 million for the United States, $21-29 million for Japan, and 
$18-26 million for the three largest European shareholders. As is the case for IBRD, these amounts could 
be further lowered by an SCI linked to "Voice."  

Given the pressing need for private investment in the developing world, IFC has been exploring the 
possibility of issuing hybrid capital notes to some shareholders in the coming months. This instrument 
could be issued after there has been a public expression of shareholder support for a GCI for IFC. The 
instrument would be an interim step to a GCI and would be deeply subordinated, with features analogous 
to paid-in capital, in order to secure favorable capital-like treatment from the rating agencies. Hybrid 
notes would be optional for shareholders and would not convey additional voting rights. The GCI 
payments could be delayed to "take out" the hybrid capital notes in 4-5 years.  

IDA Resources 

The fixed overall IDA 15 envelope ($42 billion) has made countries cautious about using increased 
flexibility to frontload resources. One donor is in the process of boosting its contribution to IDAI5, and 
others have contributed to vulnerability and food security funds that enable us to assist IDA countries. As 
noted above, IFC's focus on IDA countries gives their private sectors a critical boost. We are seeking to 
use IBRD capital for some IDA projects (e.g., enclave lending), but that capital is limited. At the IDAI5 
mid-term review in November, donors can consider other options, such as "crediting" added crisis support 
during IDAI5 to IDAI6.  

The crisis also highlights a gap in the international financial architecture: We need a means to assist the 
most vulnerable IDA countries mitigate the harshest impacts of global shocks. The G-20 "ask[ed] our 
relevant Ministers to explore the benefits of a new crisis support facility in IDA to protect LICs from 
future crises .... " We will be consulting with key stakeholders about the possible creation of a Crisis 
Response Window within IDA for discussion at the IDA 15 Mid-Term Review in November and with 
IDA's Executive Directors. If donors permit flexibility, we might be able to shift some IDAI5 funding to 
this facility without reducing national envelopes.  
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Issues for Consideration 

 The IBRD, RDBs, and IFC are increasingly handicapped in playing a supportive role in the 
recovery because of capital constraints. The shareholders of the AsDB have approved a capital 
increase. The other RDBs are in the process of presenting their Governors assessments of their 
capital needs.  

 The recent G-20 summit concluded: "We will help ensure the World Bank and the regional 
development banks have sufficient resources -including through a review of their general capital 
increase needs to be completed by the first half of 2010."  

 It is the right time, therefore, for the Committee to reiterate the importance of the World Bank 
Group having the necessary resources to meet client needs and to note the steps needed to 
approve specific decisions by Spring 2010.  

 The IBRD will be better able to continue to develop an overall financial resources package -
including the contributions from DTCs -if the Committee recognizes the need for supportive 
capital increases. This statement of support will also help us stretch our crisis lending. The 
statement could encompass the added capital from an SCI for "Voice"; it need not specify an 
amount at this time. We could continue to work with the Board to refine analyses of demand and 
explore possible contingent features. We would also proceed with the agenda of reform that you 
have encouraged.  

 You may also wish to call upon the WBG to work with the RDBs to assess our respective roles 
and methods of cooperation and to coordinate requests for capital increases.  

 For IFC, it would be useful to recognize the need for a supportive capital increase, while directing 
the Board to consider a possible hybrid capital issue in the interim.  

 For IDA, it would be useful to encourage the IDAI5 Mid-Term Review and the Board to consider 
a Crisis Response Window. This work could support to G-20's directions to Ministers. We should 
also review additional ways to make resources available to the IDA countries, while preparing for 
an IDA16 that can examine added ways to match donor interests with recipients needs.  

 For Voice, we should remain committed to and agree on an ambitious second phase of reform by 
Spring 2010, moving over time towards equitable voting power between developed and 
developing countries. Your affirmation of the G-20 direction would help us advance this work.  
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Update to the Development Committee on Key Issues and World Bank Group Activities 
 

Introduction 

While the global economy is showing tentative signs of recovery thanks to the extraordinary measures 
deployed by many developed and emerging market countries, developing countries - particularly low-
income countries (LICs) - continue to suffer the consequences of the global recession. At the annual 
meetings in Istanbul, members of the Development Committee will be facing a fragile global recovery.  
The challenge will be greatest for LICs, which remain heavily dependent on commodity exports, 
remittances, FDI and ODA and lack the resources to mount an appropriate fiscal response to the crisis. 

While the G20 meetings in Washington, London and Pittsburgh have helped to lay the foundations for 
economic recovery, strong leadership and multilateral cooperation continues to be needed to support and 
sustain the recovery, coherently address short-term challenges and long-term development objectives, and 
tackle the specific development needs of LICs. Failure to address these crisis-related challenges may 
jeopardize years of progress in combating poverty and improving the sustainability of economic growth, 
thereby undermining progress toward the MDGs. Large portions of the populations in many LICs, 
particularly in Africa, remain clustered around the poverty line and even mild downturns can have costly 
and long-lasting effects on human welfare, as families with few alternative employment opportunities and 
little or no access to credit are forced to reduce food intake, even for very young children, and pull 
children out of school.   

Current Economic Environment and Implications for Meeting the MDGs.  

Recent indications are that the global recovery is underway, driven by a strong rebound in Asian 
emerging market economies and with signs of stabilization in advanced economies. Growth is expected to 
strengthen over the next three quarters underpinned by substantial fiscal and monetary stimulus and the 
inventory cycle. Global GDP (aggregated using fixed-weight market exchange rates), after falling 2.1 
percent in 2009, is expected to recover to a modest 2.6 percent in 2010, as banking sector consolidation, 
negative wealth effects, and risk aversion continue to weigh on demand. There remains some uncertainty 
as to the sustainability of the recovery over the medium-term in part because current levels of fiscal 
stimulus are not sustainable and because the extent to which the near-term acceleration will spillover into 
continued stronger consumer and investment demand is uncertain. A second dip in growth remains a real 
possibility, although a return to negative growth appears unlikely.  

The drop in economic activity, combined with much weaker capital inflows to developing countries, is 
placing a large number of countries under serious financial strain. Many are having difficulty generating 
sufficient foreign currency from exports or borrowing to cover import demand. Critical investments in 
social and physical infrastructure will be cut back if additional resources cannot be mobilized and 
effectively deployed in 2010. GDP in low- and middle-income countries, which expanded by only 1.7 
percent in 2009, is projected to increase by 5.3 percent in 2010 and 5.7 percent in 2011. 

The emerging evidence confirms concerns that the crisis has slowed, and could potentially reverse, 
progress to date to achieving the MDGs, and that adverse outcomes could persist long after the global 
economy rebounds. Recent World Bank analysis suggests that 89 million more people will be living in 
extreme poverty (below $1.25 a day) by end 2010, than would have been the case without the crisis. The 
collapse in global demand has led to layoffs from export-oriented industries in many developing 
countries.  While some laid off urban workers who had migrated from rural areas have returned to rural 
communities, others (particularly in East Asia) have switched to employment in the informal sector for 
reduced wages and diminished income and job security. 

World Bank research estimates that the current downturn could result in 30 to 50 thousand additional 
infant deaths in Sub-Saharan Africa in 2009. These numbers will rise if the crisis deepens and growth in 
developing countries falters further. The severity of the current crisis threatens educational gains in many 
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developing countries as teachers are laid off and facilities allowed to deteriorate.  Experience from 
previous crises indicates that health budgets also often suffer during times in which demand for public 
health services may go up and when prices for pharmaceuticals increase due to currency depreciation.  
Anecdotal evidence and press reports from some LICs suggests the crisis may, at a minimum, limit the 
planned expansion of health programs and adversely affect the fight against HIV/AIDS and tuberculosis, 
threatening to reverse the gains made over the last few years.  

Stronger, Sustainable and More Inclusive Economic Growth  

Economic Growth and Social Progress. For many countries affected by the crisis, counter-cyclical fiscal 
stimulus is the preferred response.  G20 countries, for example, have adopted, or plan to adopt, fiscal 
stimulus measures averaging 0.5 percent of GDP in 2008, 2.0 percent in 2009 and 1.5 percent in 2010.  
Many developing countries, on the other hand, lack the fiscal space for similar action as they find 
themselves with fewer resources to meet growing needs. Revenues have declined and access to 
international capital markets, where it exists, has become more difficult. At the same time, more resources 
are needed to combat the impact of the crisis on economic growth and poverty—to provide fiscal stimulus 
to cushion the impact on growth, finance social safety nets for vulnerable groups, and protect core 
development expenditure.  

Core spending should be sustained and, if possible, expanded during economic downturns to secure the 
viability of public programs essential for meeting development goals (especially when households may be 
forced to curb their own spending on basic education and health services). Priority should also to be given 
to maintaining existing public infrastructure to prevent a further widening of infrastructure gaps, and 
meeting the additional costs of social protection during the crisis. The global recession is estimated to 
have put at risk core spending of $11.6 billion (equivalent to about 1.1 percent of GDP) in the poorest 
countries in 2009. States in fragile situations, including a number in SSA and those emerging from 
conflict, account for 58 percent of this figure.   

While LICs are striving to mobilize additional resources through many channels, the options open to them 
are limited.  Maintaining core spending during the downturn will require supplemental support, largely 
from external sources.  In this environment, the development community should reaffirm commitments to 
provide adequate international assistance in the form of aid, debt relief, and investment and trade 
opportunities.   

Development Assistance. While the environment in which poverty reduction is pursued  has become more 
difficult and donors face significant domestic fiscal pressures, increased and more effective aid remains 
critical to continued progress to the MDGs in many poor countries. While ODA from OECD members 
reached a record $120 billion in 2008, donors are lagging well behind their Gleneagles commitments.  
With a little over one year in which to deliver on their promises, they show “little sign yet of such raised 
levels of ambition.” 

LICs require financing beyond existing ODA commitments to meet the incremental needs arising from 
the global recession. To this end, the World Bank Group is proposing establishing a Crisis Response 
Facility to provide an integrated platform to channel additional resources to LICs.  

Dealing with bottlenecks that have constrained agricultural sector growth, hampered efforts to promote 
food security, and stranded millions of rural residents in poverty is also critical to tackling the current 
crisis. The pledge at the G-8 Summit in L’Aquila of $20 billion for agricultural development is an 
important signal of support to food security and rural development in poor countries.  It is important to 
move forward quickly with implementation by coming to agreement on scope, process, and a governance 
framework satisfactory to stakeholders consistent with the principle of country ownership and focusing on 
results and effectiveness.  Clarifying how donor commitments will be met, while addressing concerns 
over “additionality”, are important next steps. 
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Public Sector Management and Governance. The crisis also calls for a sharper focus on effectiveness and 
efficiency of expenditure.  The Bank continues to work with client countries to mobilize and effectively 
deploy domestic resources and is engaging with partners to curb illicit international financial flows. It 
remains critical to accelerate implementation of the Governance and Anti Corruption (GAC) agenda at the 
project, country, and global levels, removing governance constraints to development effectiveness. At the 
global level, the Bank and United Nations Office on Drugs and Crime (UNODC) Stolen Asset Recovery 
(StAR) initiative has sought to integrate anti-corruption efforts with policy initiatives aimed at improving 
the integrity of financial markets, notably by promoting implementation of key Financial Action Task 
Force (FATF) recommendations, ratification and implementation of the  United Nations Convention 
Against Corruption (UNCAC), and by providing support to a rapidly growing number of partners in their 
efforts to trace and recover the proceeds of corruption.  

Trade. The crisis increases the urgency of bolstering multilateral cooperation on trade, as a key 
instrument to accelerate growth and reduce poverty in developing countries. The international community 
should continue to promote a multilateral trading system more supportive of development, most notably 
through renewed commitment to complete the Doha Round as quickly as possible, to refrain from raising 
tariff and non-tariff barriers to trade and investment, and  to resist the pressure to impose measures that 
could distort trade. Donors should also help LICs position themselves to take advantage of the eventual 
recovery in the global economy by fulfilling their Aid for Trade commitments, and cooperating with 
development partners to improve the effectiveness of Aid for Trade programs.  

Debt.  Despite substantial debt relief under various initiatives, maintaining debt sustainability in the face 
of growing fiscal pressures remains problematic for a number of countries at high or moderate risk of debt 
distress. LICs should proceed cautiously with regard to incurring additional non-concessional debt since 
they face a period of uncertainty and possible protracted stagnation in the global economy. The Bank and 
Fund have increased the flexibility of the Debt Sustainability Framework for Low-Income Countries.  It is 
important to recognize, however, that the current recessionary environment poses challenges for LICs. 
Indeed, what might be most valuable to countries in these circumstances is additional concessional 
lending, such as that provided through the IDA framework, in which higher levels of debt distress trigger 
increased availability of grant financing. However, such mechanisms are limited by the availability of 
grant resources. Looking ahead, LICs need to implement sound borrowing policies and urgently 
strengthen their capacity to manage their public debt. IDA has scaled up its debt management technical 
assistance to LICs through the Debt Management Facility established in November 2008.  

Private Sector Development. Recovery in developing countries will depend on whether their domestic 
business sectors can rebound, grow, and create jobs. SMEs are the foundation of the private sector and 
will be critical to the eventual resumption of growth. Renewed efforts are needed to create a sound 
regulatory and institutional environment and to tackle financing and capacity constraints that constrain the 
private sector, and SMEs, in particular. The World Bank Group is expanding its work in support of SMEs 
through business environment reform and doubling its mobilization of finance by 2013. Governments, 
working with development partners, need to move quickly on this front. Donors should provide resources 
to strengthen the SME sector; encourage agreement on global standards for branchless banking; and 
develop financing mechanisms to support cross-border investment. 

Infrastructure. In many countries action will be needed to support infrastructure investment, both 
publicly-financed as well as public-private partnerships (PPP). There are indications that spending on new 
infrastructure may be at risk as client countries approach borrowing limits and prioritize spending on 
social safety nets and the maintenance of existing infrastructure.  This makes good sense.  Experience 
from earlier crises points to the need to preserve existing infrastructure by protecting spending on 
operations and maintenance. If neglected, costs of replacement in the longer term can be considerably 
higher. World Bank estimates indicate that every dollar spent on road maintenance in Africa saves four 
dollars in rehabilitation. Annual preservation requirements (not including new roads) are estimated to be 
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about $3 billion over the next 20 years.  However, longer-term development also requires that progress be 
made in closing infrastructure gaps. 

The World Bank Group Role and Strategy 

WBG’s response to the crisis. The World Bank Group has moved quickly to help countries respond to 
successive crises: first, by addressing, in coordination with UN partners ,the food crisis in beginning in 
2007, then the energy crisis in mid-2008, and now the global economic recession. The Global Food Price 
Response Program, the Energy for the Poor Initiative, and the IDA Fast Track initiative, as well the IFC 
facilities, have been important parts of the World Bank Group’s (WBG) support to countries in need. The 
result has been record levels of activity—nearly $60 billion committed in FY09 from IBRD, IDA, IFC 
and MIGA, a 54 percent increase over the previous year, and a record high.  

IBRD and Middle Income Countries (MICs). IBRD lending almost tripled in FY09, to $33 billion—a new 
record—from $13.5 billion in 2008, with fast-disbursing Development Policy Loans (DPLs) comprising 
about 45 percent of the total.  For FY10, the demand for IBRD lending is projected to be at least $40 
billion, with another $55-60 billion projected over the following two years. Beyond FY12, developing 
countries’ financing gaps are expected to remain high, particularly because important long-term 
development projects will have been delayed, while financing will also be needed to address the increased 
numbers of newly poor in LICs and MICs and accelerate progress to the MDGs.  

Projected lending requirements exceed the level that can be supported by IBRD’s existing capital 
resources.  With commitments of $33 billion already in FY09 and strong pipeline development for FY10, 
expectations for crisis lending are beyond IBRD’s existing financial capacity.  Under a reasonable 
forecast for lending demand, total new commitments are projected to reach over $130 billion over FY09-
12.  In a more prolonged recession scenario, lending commitments could be closer to $150 billion over 
FY09-12, well beyond the $100 billion called for in the Development Committee's Spring Communiqué. 

To begin expanding its financial capacity to support higher scenarios of lending, the IBRD has already 
adopted various measures to stretch its existing capital. These actions include: 

 allowing flexibility in its main capital adequacy measure (E/L ratio), relative to the long-term 
strategic range;  

 introducing a new exposure management framework that makes more efficient use of existing 
capital through the allocation and reallocation of credit across countries;  

 diverting risk capital intended for its pilot Long-Term Income Portfolio (LTIP) to support loan 
growth; and 

 actively working with shareholders to release existing national currency paid-in capital 
(NCPIC) so that more of it can be used as risk capital in support of lending operations.  

In addition, the IBRD approved a 20-basis-point general loan price increase as part of its annual loan 
pricing review at the end of FY09.  While the objective of this pricing increase was to improve the 
sustainability of lending, it will also gradually enhance IBRD’s capital position and lending capacity. 
Further options to enhance IBRD’s financial capacity, including increases in paid-in capital  (through a 
General Capital Increase or, in association with the governance reform agenda, through a Selective 
Capital Increase) as well as pricing increases on longer maturity loans, have been discussed by IBRD’s 
Board.  A review of IBRD and IFC financial capacity is being considered by the Development Committee 
in Istanbul.  

In August 2009, IBRD increased its Single Borrower Limit (SBL) by $1 billion, to $16.5 billion, effective 
FY10. This limit applies to IBRD’s largest borrowing countries that have achieved investment-grade 
status. This is the second increase in the SBL in two years, following the $1 billion increase in FY08.  
Additionally, a flexible mechanism is in place within the overall limit set by the SBL to allow countries 
with expressed demand above their allocated exposure share to go above their limit when demand from 
other countries is below their allocated exposure. 



 

 13

IDA and Low-Income Countries. IDA commitments hit a record level of $14 billion in FY09, 25 percent 
above a year earlier. Results were driven by strong delivery to Africa (53 percent) and South Asia (33 
percent). Development Policy Operations composed about 20 percent of the total. IDA can deliver $28 
billion in additional financing in FY10 and FY11. Despite significant increases in overall replenishment 
levels, funds available fall short of country needs as a result of the onset of the food and fuel crises nearly 
two years ago and the subsequent global financial crisis.  

In addition to increasing lending commitments, the Bank has streamlined procedures and facilitated 
project restructuring to speed disbursements through the IDA Financial Crisis Response Fast-Track 
Facility. This provides front-loading of up to 50 percent of country allocations and fast-tracks an initial $2 
billion of IDA15 resources, with the potential to increase the amount in the future. As of August 2009, 
$1.5 billion has been approved under the Facility.  IDA also plans to adjust the implementation of its 
Non-Concessional Borrowing Policy to further enhance financial flexibility at the country level and 
ensure consistency with guidelines on debt limits in IMF-supported programs.  To help tap the 
considerable potential for commercially-viable and fiscally-attractive foreign-exchange-earning projects 
in many IDA countries, the Bank is also developing an approach to expand the use of IBRD resources for 
specific projects in IDA countries based on the IBRD Enclave framework for loans and/or partial risk 
guarantees for critical infrastructure and natural resource projects.  

Addressing the challenges of countries with fragile institutions and affected by conflict remains one of the 
WBG’s strategic priorities.  These countries are generally less resilient to exogenous shocks and the Bank 
has made additional resources available to countries under stress, particularly given the risk that civil 
conflict could intensify.  The Bank is implementing reforms to its operational policies to strengthen rapid 
response financing and to locate more staff in country offices, especially in Africa.  It is strengthening 
partnerships with the UN system following the signing of partnership agreements in October 2008 and is 
contributing to the preparation and follow up to the report of the UN Secretary General on peace building.  
The 2011 World Development Report will be on fragility and conflict. 

The WBG’s operational response to the crisis includes targeted initiatives to protect the most vulnerable. 
Initiatives focus on three themes: (i) protecting the most vulnerable from the fallout of the crisis; (ii) 
maintaining long-term infrastructure investment programs; and (iii) sustaining the potential for private 
sector-led economic growth and employment creation, particularly through SMEs and microfinance. The 
themes are addressed through three operational platforms—the Vulnerability Financing Facility (VFF), 
the Infrastructure Recovery and Assets (INFRA) platform, and the IFC-led private-sector platform. 
Together these initiatives have mobilized $8.3 billion in additional resources from donors to mitigate the 
crisis impact on developing countries, especially LICs.  

World Bank crisis initiatives.  The Vulnerability Financing Facility (VFF) is a dedicated facility to 
streamline crisis support to the poor and vulnerable. To leverage its resources, the WBG has sought 
additional grant assistance for LICs and poor and vulnerable groups under the VFF which organizes under 
one umbrella the Global Food Crisis Response Program and the Rapid Social Response Program. VFF 
programs address two specific areas of crisis vulnerability: (i) agriculture, the main livelihood of over 75 
percent of the world’s poor; and (ii) employment, safety nets and protection of basic social services to 
help the poor and vulnerable cope with crisis.  

Global Food Crisis Response Program (GFRP): The GFRP, a $1.2 billion fast track financing facility, 
was launched in May 2008 to respond to the food crisis. In response to high demand, the Board raised the 
ceiling to $2 billion in April 2009. Focusing on social protection and priority food policy interventions, 
the GFRP encompasses the Food Price Crisis Response (FPCR) Trust Fund of $200 million from IBRD 
surplus, as well as $1.8 billion in IDA/IBRD resources. Total Bank-funded GFRP project commitments 
currently amount to almost $1.2 billion. As of mid-September, disbursements totaled $795 million for 31 
countries. The GFRP is also supported by externally-funded trust funds.  
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Rapid Social Response (RSR): RSR is designed to help countries build the institutional capacity necessary 
to address urgent social needs stemming from the crisis by establishing and scaling up targeted safety net 
programs, financing immediate interventions to stabilize demand for basic health and education services, 
and supporting active labor market policies and employment programs.   WBG support for safety nets and 
other social protection programs under IBRD and IDA loans and grants totaled $6.2 billion in FY09.  

Infrastructure Recovery and Assets Platform (INFRA): INFRA is a multi-donor platform designed to 
focus attention and resources of the WBG and its development partners on the critical infrastructure needs 
during the downturn. IBRD/IDA has committed $17.6 billion for infrastructure, a 48 percent increase 
over FY08. Of this, $4.6 billion was committed for IDA and, within IDA, $2.7 billion was committed for 
Africa.   

IFC, MIGA and the Private Sector. IFC provided $14.5 billion in financing for private sector 
development in FY09, including $4 billion mobilized from other investors through syndications, 
structured and securitized products and crisis initiatives. As a result of IFC’s strategic focus on IDA 
countries, over half of the projects financed were in IDA-eligible countries in FY09, representing a 
tripling since FY05. The number of IDA countries covered by IFC investments increased from 29 to 61 
over the same period. Sub-Saharan Africa is a particular focus, and IFC increased the number of countries 
in the region in which it is active with investment and advisory services from 21 in FY02 to 37 in FY09. 
IFC's volume in the region reached $1.8 billion in 92 projects. IFC's development results also show its 
increasing reach to those most in need: in 2008, IFC portfolio clients provided 2.1 million jobs, served 5.5 
million health patients, helped educate 1.2 million students, reached 200 million water, power and gas 
customers, and provided 9.8 million MSME loans totaling $100 billion. 

To support private-sector access to finance for investment and trade, both of which have contracted 
sharply over the last year, the IFC, working with governments and development partners, has focused its 
attention on access to finance for small and medium enterprises (SMEs), microfinance, trade finance, 
bank capitalization, and infrastructure support. IFC is also working on other areas of strategic importance, 
in particular climate change, the food supply chain, health and education. To ensure speedy 
implementation of its crisis response, IFC has facilitated regional implementation programs with other 
IFIs, including the Joint IFI Action Plan for Emerging Europe, the Latin American and Caribbean 
Multilateral Crisis Initiative, and the Joint Action Plan for Africa. IFC's specific crisis response initiatives, 
launched over the past year, are expected to provide significant financing over the next three years, 
especially in LICs, combining IFC funds with contributions mobilized from other sources. They include: 

Trade: IFC has expanded its Global Trade Finance Program, tripling the size to $3 billion. In addition, 
IFC launched the Global Trade Liquidity Program, bringing together governments, development finance 
institutions and commercial banks to support up to $50 billion in trade in the developing world over the 
next three years. 

Infrastructure: IFC launched the Infrastructure Crisis Facility, which will include debt and equity 
components providing short-to medium-term financing for infrastructure projects, and will also include 
Advisory Services for governments. 

Microfinance: IFC's Microfinance Enhancement Facility is designed to address the challenges faced by 
microfinance institutions encountering difficulty in refinancing their debt. It is expected to provide 
refinancing to more than 100 microfinance institutions in up to 40 countries, including 20 of the world's 
poorest countries. 

Bank Capitalization: The IFC Capitalization Fund is designed to support banks considered vital to the 
financial systems of emerging market countries. $2 billion dollars has already been raised, in addition to 
IFC’s $1 billion, and IFC is exploring developing parallel funds dedicated to investment in banks in 
Africa and Eastern Europe. 
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Several other initiatives are under development, including a Debt and Asset Recovery Program which 
would mobilize investment into distressed asset pools, and provide advisory services to enhance the 
efficiency of distressed asset markets.  

MIGA issued $1.4 billion in guarantees in FY09 and is increasing its support to systemically important 
financial institutions seeking political risk insurance (PRI) for investments in subsidiaries in emerging 
markets. In Eastern Europe, MIGA expects to issue additional coverage of $2-3 billion in the context of 
the IFI Action Plan for Emerging Europe. $1.2 billion in guarantees have been issued in FY09 to 
subsidiaries of systemically important banks in emerging markets. MIGA has received additional requests 
for guarantees amounting to more than $2 billion and could issue an additional $0.5-0.6 billion by the end 
of the year. While the bulk of this support has been for subsidiaries in the ECA region, MIGA is 
beginning to see demand pick up in other regions as well. 

Global Public Goods (GPGs).  The WBG’s combination of global reach and country presence allows for 
constructive engagement and credible advocacy in integrating country and global perspectives on GPGs. 
The WBG has continued to provide support and leadership on global negotiations related to trade, health, 
and finance and has played a significant role as part of the international system to bring climate change to 
the development agenda.  

In climate change, activities include solid progress on the Strategic Framework for Development and 
Climate Change, including stepped-up support for adaptation and lower carbon measures through a mix 
of instruments; approval of all programs under the Climate Investment Funds, with currently over $6.3 
billion in pledges and programming activities-across mitigation and adaptation-in over 20 countries; and 
the launch of the World Development Report (WDR) 2010 on Climate Change. The first three investment 
plans endorsed under the Clean Technology Fund leverage other resources by 1 to 10.  Four more 
investments will be considered in late October 2009, and several more are under preparation. Nine 
countries accepted invitations to participate in the Strategic Climate Fund's Pilot Program for Climate 
Resilience and country-level work has started. The Forest Carbon Partnership Facility to build capacity 
and pilot payment systems for reduced deforestation and forest degradation (REDD) was extended to 
include 37 REDD countries.  Product innovations such as second issue of Green Bonds in April 2009, 
following the first issue in November 2008 raised additional funding for projects with climate and 
environmental benefits, including both lower carbon options and climate resilient/adaptation measures.   

In health, the Bank will continue to work closely with governments and partners to strengthen financial 
and delivery systems to achieve the health-related MDGs. In recognition of the urgent need to improve 
coordination of development assistance in health, the International Health Partnership (IHP+) was 
launched in September 2007 and seeks to strengthen national health systems and to achieve better health 
results by mobilizing donor countries and other development partners around a single country-led national 
health strategy. The Bank, with WHO, coordinates the work of the partnership and co-chairs the follow-
up High Level Taskforce on Innovative International Financing for Health Systems, launched in 
September 2008, with the objective to identify and promote innovative financing mechanisms to bridge 
the financing gaps to attain the health-related MDGs. In response to the High Level Taskforce's call to the 
GAVI Alliance, the Global Fund, World Bank, and others to establish a joint funding platform for Health 
Systems Strengthening (HSS), the Bank is working with these agencies and the WHO on options for joint 
programming. Additionally, the Bank is currently implementing a new “Health Systems for the Health 
MDGs program” to fund and implement coherent country-led health sector programs. Through this work, 
the Bank is increasing technical assistance in collaboration with partners to better support national 
strategies, improving its ability to rapidly assist and advise operations on the ground. This is a key change 
in the Bank’s way of doing business, as the Bank will provide additional support for analytical and policy 
work, and implementation to client countries and bilateral and multilateral partners, even when IDA may 
not be lending for health in a given country. 
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In trade:  The financial crisis triggered a sharp decline in global trade flows, constrained the availability 
of trade finance that supports trade transactions, and led some countries to pursue trade remedies, import 
restrictions and other trade-distorting policy instruments. The World Bank has been monitoring the 
adoption of trade restrictions, assessing on the availability of trade finance, and providing timely 
information and analysis to developing countries seeking trade policy advice. To contribute to the 
increase in transparency on trade measures adopted or initiated in the midst of the crisis, the World Bank, 
in cooperation with private and public sector partners, has provided two databases that monitor trade 
measures: the Global Trade Alert (launched in June 2009) and the Global Antidumping Database. These 
efforts have complemented the WTO quarterly monitoring of trade policy measures. To address 
widespread concerns about trade finance shortages, the World Bank has been working closely with the 
WTO, the IMF, the Bankers Association for Finance and Trade (BAFT), and the Berne Union to monitor 
the impact of the crisis on trade finance. In addition, the World Bank conducted a firm and bank survey to 
evaluate trade finance conditions in 14 developing countries in the midst of the crisis, and provided global 
analysis on trade finance constraints and the role of export credit agencies in times of crisis.  To increase 
the level of financial assistance to developing countries during the crisis, the WBG has continued to 
support trade-related lending and increased its aid-for-trade commitments and activities.  In addition, 
responding to G20 commitments to increase liquidity for trade finance, the WBG stepped up its assistance 
through IFC’s Global Trade Finance Program (GTFP) and the establishment of the Global Trade 
Liquidity Program (GTLP) in April 2009.  The WBG launched a US$40 million Trade Facilitation 
Facility (TFF) to support developing country priorities to improve trade facilitation systems, including 
infrastructure, institutions, services, procedures and regulatory systems, to reduce transaction costs and 
increase transportation efficiency. 

Knowledge and learning.  The WBG remains a premier source of development knowledge in a wide 
range of areas. Through capacity building, policy advice, and technical assistance, the WBG has scaled up 
the dissemination of its development knowledge to assist developing countries assess the social and 
structural sources of vulnerability, address underlying policy and institutional weaknesses, as well as 
respond to and manage the consequences of the crisis. In this context, the Bank has a proven track record 
of assisting developing countries to design and scale up sustainable safety nets. Diagnostic work, 
guidance notes, and toolkits are also underway in areas such as  macroeconomic vulnerability, fiscal and 
debt sustainability and management strategies, safety nets and policy options for dealing with the poverty 
and distributional impacts of the crisis, microfinance and housing finance, and the impact of financial 
crisis on infrastructure and PPI/PPP projects.  

Gender Action Plan. Since its launch in late FY07, the WBG's Gender Action Plan– Gender Equality as 
Smart Economics–has mobilized significant resources from the Bank and donors. In August 2009, 
pledges reached $60 million for the four-year plan. 202 initiatives that seek to increase women's access to 
land, agriculture, labor and finance markets, and to infrastructure services through Bank lending and non-
lending operations, have been supported in 73 countries. Progress on the Bank President's six gender-
related commitments are on track, including $48 million in new IFC credit lines for women entrepreneurs 
through five commercial banks in 12 countries, a Private Sector Leaders Forum launched at the World 
Economic Forum, and the Adolescent Girls' Initiative. In Liberia, where project design is in its final 
stages, a kickoff workshop for training providers was held in July 2009, with up to 3000 young Liberian 
women over the project's three-year cycle are scheduled to start training in January 2010. Similar projects 
are being designed in Afghanistan, Nepal, Rwanda and Sudan. 

World Bank Group Governance and Key Partnerships 

Voice and Participation of Developing and Transition Countries.  A year ago, the Committee brought to 
closure the first phase of the reforms to enhance the voice and participation of developing and transition 
countries (DTCs) in the World Bank Group, including an additional Board seat for Sub-Saharan Africa 
and an increase in DTC voting power to 44.1%.  Well over 100 of the Bank’s 186 members have accepted 
the necessary amendments of the Bank’s Articles of Agreement in a process that could conclude this year.  
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At its last meeting, the Committee asked for the acceleration of the second phase of reforms, with a view 
to reaching agreement by Spring 2010.  That acceleration is on track, focused on six questions: (1) IBRD 
shareholding realignment (implementing “moving over time towards equitable voting power between 
developed and developing countries”); (2) criteria for IBRD share allocation; (3) mechanism for IBRD 
share realignment; (4) IFC Voice Reform (realignment of voting shares); (5) IDA Voice Reform 
(realignment of voting shares); and (6) implications of other major governance reform issues.  A report, 
Update and Proposals for Discussion, has been presented to the Committee for its October 2009 meeting. 

Other Governance Reforms.  Work on internal governance improvements by Board and Management is 
ongoing. In October 2008, the World Bank Group’s President launched an independent High-Level 
Commission on Modernization of the WBG Governance chaired by former Mexican President Ernesto 
Zedillo, which is expected to complete its work in October 2009.     

Volcker Report.  Management has now implemented all of the recommendations of the Volcker Report: 
The Independent Advisory Board (IAB) has met three times, including making a field visit to Kenya to 
understand better Bank operations.  The IAB has provided advice on the INT strategy, on how best to 
improve and measure the performance of INT, the importance of its preventive services, and on the future 
direction of Detailed Implementation Reviews (DIRs). In December 2009, the IAB will present its first 
annual report to the President.  Finally, Management has completed the transfer of staff misconduct cases 
not involving allegations of significant fraud or corruption from the Integrity Vice Presidency (INT) to 
the Office of Ethics and Business Conduct. 

Coordination with other development partners is essential to leverage scarce resources and capacity.  As 
with the food crisis, the WBG will continue to work closely with other multilateral organizations to 
ensure that countries receive the support needed, ensuring full coordination of our responses. The WBG’s 
crisis response is being coordinated with various regional initiatives (such as the African Union’s recently 
adopted Social Policy Framework), and the UN (for instance on food), as well as with the other MDBs. 
The current economic and financial environment has underscored the need for the WBG and the IMF to 
work closely together, drawing on one another's institutional mandates and comparative advantage in 
areas of mutual interest, as underlined at the recent G20 Summit. The Joint Management Action Plan 
(JMAP) on Bank-Fund collaboration-launched 2 years ago–continues to provide a framework for 
deepening collaboration in a complex and interconnected environment. A comprehensive assessment of 
JMAP implementation will be prepared for the Boards of both institutions by the end of the year. 
Similarly, close cooperation with the OECD and WTO is key in the current economic juncture. 
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Statement by the Managing Director of the International Monetary Fund, Mr. Dominique Strauss 
Kahn, to the Development Committee 
 
 
Introduction 
 
The global economy is beginning to pull out from the deepest recession since the Great Depression, but 
the recovery is uneven and fragile and remains dependent on policy support. Decisive macroeconomic 
policy responses and exceptional support to the financial sector have stabilized demand, increased 
confidence, and contributed to a marked improvement in financial conditions. Restoring financial sector 
health and maintaining supportive macroeconomic policies remain key policy priorities for the time 
being. The phased withdrawal of expansionary policies needs to be carefully planned and coordinated, 
and should begin only once the recovery is secured. 

Economies of many emerging and developing countries have been more resilient to the crisis than in the 
past. Nonetheless, the crisis and its aftermath has the potential to reverse much of the progress made in 
recent years towards stronger growth and poverty alleviation in developing countries. Declines in per 
capita incomes and rising unemployment will seriously hamper poverty reduction efforts and undermine 
progress towards the Millennium Development Goals (MDGs). The Fund has taken decisive action and 
continues to work actively towards alleviating the costs of the recession in emerging and developing 
countries. In this statement, I will give an overview of the main economic and financial issues relevant for 
developing countries in the current situation, and discuss recent initiatives taken by the Fund to support 
their economies. 

Global Economic Outlook and Policy Issues 
 

Recent developments and the outlook for growth 
 

The global economy is recovering, but the rebound in activity is likely to be sluggish and risks remain on 
the downside. The World Economic Outlook (WEO) projects that global output will contract by 1 percent 
this year, before expanding gradually by around 3 percent in 2010. The recovery in economic activity is 
expected to be led by emerging and developing countries, most notably China and India. Short-term 
indicators of economic activity indeed suggest that the weakening in emerging countries bottomed out 
around mid-year (see Chart 1). Following sharp contractions in late 2008 and early 2009, world trade 
volumes have stabilized, and the availability of trade financing is improving.  

Expectations of a recovery, particularly in emerging Asia, have resulted in a strong commodity price 
rebound in the second quarter of 2009. Looking forward, risks of strong further upward price pressure 
from current levels is likely to remain moderate during the global recovery, given substantial inventory 
and spare capacity buffers. However, commodity prices are projected to remain high by historical 
standards, given prospects of robust medium-term demand growth and continued supply constraints. 

Overall, financial markets and exchange rates in many emerging and developing countries have not 
shown the sharp fluctuations experienced during past crises, and, helped by effective policy support, the 
rebound in economic activity has started sooner than expected. Several factors have contributed to this 
resilience. First and foremost, thanks to strong monetary and fiscal policies and debt relief in recent years, 
many emerging and developing countries entered the crisis with low inflation, healthier fiscal accounts  
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Chart 1. Short-Term Indicators of Production and Trade 

 

 

 

 

 

 

 

 

Source: Bloomberg, Haver Analytics, IFS, country central banks. Note: G3 includes the United States, 
Euro area and Japan. EM crisis countries include emerging markets with a current non-precautionary 
Stand-by Arrangement with the Fund, for which data is available. “Past crises” refer to post-1990s capital 
account crises (Mexico, Indonesia, Korea, Philippines, Thailand, Brazil, Ecuador, Russia, Turkey, 
Argentina and Uruguay ). It is calculated by rebasing weighted trade/industrial production to June 2008.  

 

and higher international reserves, which has created room for countercyclical policies, including in the 
context of Fund-supported programs.1 Second, stronger balance sheets and continued access to 
financing,especially for prime borrowers, have helped private corporations in emerging and developing 
countries to deal better with adverse conditions than in the past. Third, the rapid recovery of commodity 
prices and firmer demand from some emerging economies have helped mitigate the impact of the crisis on 
commodity exporters, many of which are low-income countries. Finally, the financial crisis originated in 
advanced economies and its impact was transmitted to emerging and developing countries. Economic 
activity and financial sectors in many low-income countries are still not fully integrated in the global 
economy, dampening these spillover effects. 

Financial market conditions for emerging and developing countries have improved markedly in recent 
months. Following a sharp increase at the onset of the financial crisis, emerging market bond spreads 
have come down considerably since the beginning of the year (Box 1). Sovereign borrowers and prime 
corporate borrowers quickly regained market access following a brief interruption in the fourth quarter of 
2008. Financial market access for sub-investment grade borrowers in emerging and developing countries 
has improved as well in the past two months. 

                                                 
1 Creating Policy Space: Responsive Design and Streamlined Conditionality in Recent Low-Income Country 
Programs (EBS/09/244) and Review of Recent Crisis Programs (SM/09/246). 
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Box 1. Financial Developments in Emerging 
and Developing Countries 
 
Emerging and developing countries have 
weathered the crisis better than in the past, 
helped by the international policy response to 
the crisis against the background of improved 
macroeconomic policies and fundamentals. 
Expanded Fund resources and the new Flexible 
Credit Line helped boost investor confidence 
and asset prices and, alongside regional 
coordination, avert a collapse of capital flows. 
Countries that had improved macroeconomic 
policies, garnered reserves, lowered their fiscal deficits, improved the level and maturity structure of 
their debt, and enhanced the functioning of their financial markets are doing relatively well. The 
development of local bond markets has paid off for some of these countries. Larger corporates in Asia 
and Latin America have been able to rely on local markets for their refinancing needs. While the 
economies of frontier markets and developing countries with less developed financial systems were 
affected by increased risk aversion and tight credit conditions at the height of the crisis, their more 
limited integration with global markets helped mitigate the direct impact of the financial crisis on their 
financial sectors.  
 
However, vulnerabilities are still present, most notably in emerging Europe and the Commonwealth of 
Independent States, where external debt refinancing needs and foreign-currency private sector debt 
remain high, and loan quality continues to deteriorate. Still weak  growth continues to challenge 
financial markets in developing countries through increased credit risk and reduced liquidity buffers.  
  
Furthermore, the cost of external debt financing remains elevated in segments of emerging and 
developing countries, despite the recovery in markets. Sovereign and corporate debt spreads have 
broadly returned to levels close those prior to the collapse of Lehman Brothers. However, spreads on 
high-yield external corporate bonds remain substantially above the levels prior to the bank’s collapse. 
 
Net capital flows to emerging and developing countries have started to turn positive, aided by a 
recovery in portfolio flows. Much of bank-related outflows have abated in Asia and Latin America, 
where policymakers have been successful in using international reserves and swap facilities to restore 
confidence in domestic banks and corporates. However, after being virtually shut out of the market in 
the fourth quarter of 2008, bond issuance by lower-rated issuers, especially corporates, has remained 
below levels that prevailed prior to the bankruptcy of Lehman Brothers in all regions. This could 
challenge corporates’ ability to refinance debt, with much of the rollovers coming due in late 2009 and 
2010.  
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Bank deleveraging persists, and available data, 
even though with a lag, suggest that bank-
related capital flows remained broadly 
negative in recent quarters, even though the 
pace of outflow has decelerated.2 Bank credit 
declined more markedly in Asia and Latin 
America, while in emerging Europe flows 
through subsidiaries of western banks are 
holding up well, reflecting commitments of 
parent banks to maintain funding.   
 

 

Notwithstanding the encouraging signs of recovery, there is significant concern about the impact of the 
crisis on the unemployed and the poor. We run the risk of a jobless recovery: as many private companies 
are running at overcapacity, unemployment will continue to rise well into 2010, and millions of 
unemployed worldwide will struggle to find new jobs. Many developing countries are experiencing 
declining per capita incomes this year. As a result, according to World Bank estimates, up to 89 million 
more people will be living in extreme poverty by end-2010 than without the crisis, including in the 
poorest and most vulnerable countries, reducing the prospects for achieving the MDGs in 2015. Progress 
towards the MDGs was already seriously affected by high food and fuel prices in 2008. Furthermore, 
downside risks to the growth outlook in emerging and developing countries are still large. The recovery 
remains fragile, as many advanced economies continue to feel the effects of weakened banking systems 
and impaired financial markets. In low-income countries, domestic demand may be restrained by limited 
availability of social safety nets and uncertainties about credit to the private sector.  

Evolving macroeconomic policy priorities for emerging and developing countries  

Given downside risks to the economic outlook, countries with low inflation, a sustainable debt position, 
and sufficient reserves or access to external financing, should maintain monetary and fiscal policy support 
in the short term, with a particular emphasis on social safety nets and infrastructure expenditure to boost 
growth. As the recovery takes hold, policy makers in emerging and developing countries will need to 

                                                 
2 Balance of payments data for selected large emerging economies indicate that other investment remained broadly 
negative in the second quarter of this year.  
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reassess their macroeconomic policy stance in light of evolving economic developments. At the same 
time, to cap inflation expectations and enhance confidence in fiscal sustainability, these countries should 
work out detailed medium-term plans for fiscal consolidation. The challenge is to determine the 
appropriate timing of a phased withdrawal of policy support and lay the basis for a more balanced, private 
sector-led growth path. 

Policy responses in countries with more fragile fiscal and debt positions, inflation pressures, or low 
reserves should increasingly give priority to medium-term sustainability concerns, while safeguarding 
social and other critical spending. Almost one in five of all emerging economies have both a vulnerable 
external debt position and experienced a deterioration in fiscal deficits during the crisis. Recent debt 
sustainability analyses and Fund staff simulations point to an increase in debt vulnerabilities for a number 
of countries. Approximately 30 percent of low-income countries with high or moderate risk rating face 
increased debt vulnerability as a result of the crisis. Additional foreign aid and concessional financing to 
low-income countries are needed to ensure that these countries are not forced to tighten their policy stance 
prematurely and to facilitate a smooth return to a sustainable debt path in the medium term.  

Looking beyond the immediate crisis and recovery period—and the return to sustainable macroeconomic 
policies—there is also a need for reforms that will make emerging and developing economies more robust 
in the face of future shocks. These would include: 

 Strengthening financial sector supervision and market regulation. This is a global imperative, and 
needs to be coordinated globally. Developing countries have an important role to play both in the 
design of the new framework (including through their participation in the expanded Financial 
Stability Board) and in its implementation. 

 The design of well targeted, cost-effective social safety nets. The detrimental impact of the crisis 
on poverty and the downside risks to the global outlook underline the urgent need to improve 
social systems. Countries should build on steps taken prior to the crisis to protect the poorest 
more effectively in the future, without creating a culture of dependency among beneficiaries. 

 Related to this, improving long-term food security should remain high on the policy agenda, 
especially in Sub Saharan Africa. Although food prices have decreased, they are projected to 
remain relatively high by historical standards, and a renewed price resurgence is still a risk. 
Efforts to boost agricultural productivity to ensure food security for a rising world population, 
including the poor, should be stepped up.  

 Building adequate reserve buffers. Developing countries with a low level of reserves should plan 
to accumulate adequate reserves over the medium term as insurance against temporary shocks in 
the future. 

The role of the international community  

Aid levels still fall well short of the 2005 Gleneagles commitments, in particular for Africa. Donor 
countries now face pressures to reduce aid in light of tighter domestic fiscal constraints. These pressures 
need to be resisted. Low-income countries played no part in triggering the crisis, and are the least able to 
cope with its aftermath on their own. A scaling up of aid, at least in line with existing international 
commitments, is essential to allow developing countries, especially those in vulnerable debt situations and 
with limited alternative sources of finance, to maintain growth-supporting public spending and social 
protection for the most vulnerable, and to improve food security.  
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Although its use has remained limited thus far, increased trade protection remains a threat to the 
economic recovery. Political pressures to take more far-reaching protective measures could rise if 
unemployment continues to increase in line with current expectations. Governments should eschew such 
protectionist policies, and make strong efforts to reinvigorate the Doha Round. In fact, an ambitious Doha 
Round would constitute a major step towards a higher growth path for the world economy: a recent study 
puts potential annual GDP gains from multilateral trade liberalization at between US$300 billion and 
US$700 billion.3 

The Fund’s Role in Stabilizing the Global Economy 
 
Support to Crisis Countries 
 
The Fund has responded to the global economic downturn on many fronts, helping to mitigate contagion 
effects and lay the basis for a sustained recovery. As a central part of our response, we have moved 
quickly to provide scaled-up assistance to member countries to help meet their increased financing needs 
and to support their adjustment policies. By mid-September 2009, the Fund had committed a record high 
total of US$174 billion (including precautionary financing). This includes a sharp increase in 
concessional lending to the world’s poorest nations with new commitments amounting to more than US$3 
billion in the first eight months of 2009, compared to US$1.2 billion for 2008 as a whole. Forty-nine 
countries currently have an arrangement with the Fund, including 28 low-income countries. Although it is 
too early for a full assessment of the effectiveness of these programs, the signs of an early recovery in 
emerging and developing economies are encouraging.4 

The credibility of our response has been bolstered by the rapid increase in the Fund’s lending resources, 
which will allow us to provide sufficient additional support if required. The target of tripling the Fund’s 
pre-crisis lending resources to US$750 billion has been reached. The global financial safety net is also 
strengthened with the general allocation of Special Drawing Rights (for a total of US$250 billion) that has 
been distributed among Fund members, with more than US$32 billion going to emerging countries and 
US$18 billion to low-income countries.  

The global nature of the crisis has led the Fund to take swift action to adapt its  lending and conditionality 
frameworks to the circumstances. Standard limits on access to Fund financing have been doubled, while 
the provision of exceptionally large loans has been made easier, while preserving adequate safeguards. 
The new Flexible Credit Line (FCL), a facility without ex-post policy conditions for countries with very 
strong track records, has proven very effective: three countries (Colombia, Mexico, and Poland) have 
precautionary FCL arrangements, which has helped stabilize their economies and mitigate potential 
contagion effects. Three other countries (Costa Rica, El Salvador, and Guatemala) are receiving support 
under the High Access Precautionary Stand-by Arrangement as a regular lending window.  

Under a new Fund conditionality framework, structural reforms are now being monitored in the context of 
program reviews, rather than through the use of structural performance criteria, which have been 
discontinued in all new Fund arrangements. This will encourage greater focus on the achievement of 
reform objectives in critical areas, while providing greater flexibility on the timing and content of policy 
measures. 

                                                 
3 Representing approximately 0.5-1.2 percent of 2008 world GDP. See Matthew Adler et al., What’s on the Table? 
The Doha Round as of August 2009, Peterson Institute for International Economics, Washington 2009. 

4 For an initial analysis of recent programs in emerging markets, see Review of Recent Crisis Programs 
(SM/09/246). 
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Our Engagement with Low-Income Countries 

Reflecting our commitment to low-income member countries, we have recently taken steps to scale up 
substantially the Fund’s concessional financial assistance, drawing on bilateral contributions and on 
resources linked to the agreed gold sales, consistent with our new income model. The package will double 
our concessional lending capacity over the medium term, providing up to US$17 billion through 2014. 
This support will be front-loaded, making US$8 billion available in the first two years, when the crisis-
related needs are greatest. It will also be provided on enhanced terms: through end-2011, no interest will 
be charged on the Fund’s concessional loans, and thereafter, a new mechanism for updating interest rates 
will ensure permanently higher concessionality. To meet these new financing commitments, US$14 
billion in additional loan resources need to be mobilized from member countries, and US$2.3 billion in 
new subsidy resources need to be secured from the IMF's internal resources, including from the agreed 
gold sales, and through bilateral contributions.  

To make its financial support more flexible and tailored to the diversity of low-income countries, the 
architecture of the Fund’s concessional facilities has been substantially revamped. A new Poverty 
Reduction and Growth Trust will provide support through three new lending windows: 

 The Extended Credit Facility (ECF), which replaces the Poverty Reduction and Growth Facility 
(PRGF), provides sustained engagement to address medium-term balance of payments needs. 

 The Standby Credit Facility (SCF) is available to low-income countries that no longer face 
protracted balance of payments problems but may need help from time to time. It provides 
support to address short-term financing needs caused either by shocks or policy slippages, and 
can also be used on a precautionary basis to provide insurance. In these respects the SCF is 
similar to the non-concessional Stand-By Arrangement available to all member countries. 

 The Rapid Credit Facility (RCF) provides limited financial support in a single, up-front payout 
for low-income countries facing urgent financing needs, replacing the ESF’s Rapid Access 
Component and Emergency Natural Disaster Assistance. Successive drawings can be made by 
countries in post-conflict or other fragile situations, replacing and expanding the subsidized 
Emergency Post-Conflict Assistance facility. 

Programs under all three facilities will place a strong emphasis on poverty alleviation and growth, 
linked to country-owned poverty reduction strategies, and may include specific targets to safeguard 
social and other priority spending. 

The increasing diversity of low-income countries, in terms of their debt vulnerabilities and public 
financial management capacity, justifies a more nuanced approach to borrowing policies in these 
countries. Some countries are in a better position to carry nonconcessional debt than others. In light of 
these changing realities, we have adopted a new policy on debt limits, moving away from a single design 
for concessionality requirements toward a menu of options, linked to specific country circumstances. At 
the same time, the Debt Sustainability Framework for low-income countries is being made more flexible, 
including through closer attention to the impact of public investment on growth, the role of remittances, 
and the treatment of external debt of state-owned enterprises. 

The Fund will continue to provide debt relief to low-income countries under the Heavily Indebted Poor 
Countries (HIPC) Initiative. In total, 35 HIPCs have qualified for HIPC Initiative assistance, and five 
additional countries are potentially eligible for HIPC Initiative assistance. Total  debt relief under the 
HIPC Initiative and the Multilateral Debt Relief Initiative (MDRI) is estimated at US$85 billion (in end-
2008 net present value terms). Of this, the Fund’s assistance amounts to US$8.8 billion, including US$ 
4.2 billion under the MDRI. 
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Fund technical assistance continues to contribute to the effectiveness of surveillance and lending 
programs and helps build capacity in countries for effective policymaking. The financial crisis has 
increased demand for our policy advice and technical assistance, which have proven critical in our 
support to low-income countries. The Fund is adding technical assistance centers in Central America, 
Africa (two) and Central Asia. 

Strengthening the Fund’s Analytical Toolkit 

Fund analysis, in the context of surveillance and program design, has been a key  reference point for 
countries planning their responses to the crisis. To further strengthen surveillance, the Fund has launched, 
together with the Financial Stability Board, an Early Warning Exercise, aimed at assessing vulnerabilities 
to possible future shocks, drawing connections to global and systemic risks, and flagging needed policy 
actions. In parallel, we have expanded the use of vulnerability analyses for emerging economies to cover 
also advanced economies. This new semi-annual exercise constitutes a key input for our assessment of 
systemic risks, potential shocks and cross-border spillovers in advanced economies. In addition, the Fund 
has been asked by G-20 leaders at Pittsburgh to help provide analysis of how respective national or 
regional policy frameworks fit together. 

The Fund and the Bank have also reformed the Financial Sector Assessment Program (FSAP) to make it 
more nimble and better integrated into surveillance. Work has been done to enrich tools and to provide 
guidance to staff on financial sector surveillance and exchange rate assessments. Principal Global 
Indicators, a data collection initiative hosted by the IMF, has been launched to facilitate monitoring of 
economic and financial developments.  

Reform of Fund Governance 

Quota and voice reform is essential for the legitimacy and effectiveness of the Fund. Following good 
progress in recent months, we are hopeful that approval of the April 2008 Quota and Voice Reform can 
be secured shortly. This reform will increase the share of emerging markets and provide greater voice to 
low-income countries in the institution, including Sub-Saharan Africa. Meanwhile, the 14th General 
Review of Quotas has recently begun, and the IMFC expects it to result in increases in the quota shares of 
dynamic economies, particularly in the share of emerging market and developing countries as a whole. 
The review will also be an opportunity to consider the overall adequacy of Fund quotas, recognizing that 
the IMFC has reiterated that the Fund shall remain a quota-based institution. The IMFC has called for 
completion of the 14th review by January 2011, two years ahead of the mandated deadline. This work has 
been given more impetus by the commitment of G-20 leaders at Pittsburgh to a shift in quota share to 
dynamic emerging market and developing countries of at least five percent, using the current IMF quota 
formula as a basis to work from.  
 
Work is also underway on broader governance reforms. The IMFC called on the Executive Board to 
report on reforms to enhance ministerial engagement as well as other proposals contained in a range of 
reports such as that of the Eminent Persons' group headed by Trevor Manuel. Discussions are ongoing on 
reforms that would seek to enhance ministerial engagement in the IMFC; strengthen the functioning of 
the Executive Board by increasing the focus on strategic issues and modernizing work practices; increase 
Board accountability through concise reports to the IMFC on specific issues; make the selection process 
of Fund management open, transparent, and without regard to nationality; increase staff diversity in all its 
dimensions; and commence work on clarifying the Fund's post-crisis role with an updated mandate. 
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Prepared Statements Submitted by Members 
 
 
Statement by H.E. Ibrahim Al-Assaf, Minister of Finance, Saudi Arabia 
 
Supporting Global Development through the Crisis and Beyond 
 
Since our last Meeting, there are welcome signs that the global economy may be on the verge of recovery. 
Risks to the global financial system have been contained, thanks to well-timed and coordinated policy 
actions by the G20 and many other countries, and scaled up financial support provided by IMF, the World 
Bank Group (WBG) and other multilateral institutions. Saudi Arabia has contributed significantly to these 
efforts through a large fiscal and monetary stimulus package of its own.  
 
The crisis, in terms of its impacts on the real economy, was late in reaching the low-income countries and 
it will take longer for those countries to recover.  Progress towards the Millennium Development Goals 
(MDGs) has been further undermined by the sharp drop in trade and capital flows, commodity price 
volatility, and a lack of investor confidence. The poorest have inevitably suffered the most. This 
unfortunate scenario is summed in recent forecasts that 90-100 million additional people may fall into 
extreme poverty by the end of 2010. 
 
This situation calls for sustained efforts by the countries concerned and their development partners. I will 
highlight four areas where I believe urgent and continued action is required. One vitally important area is 
trade. It is a key driver of growth that has been a major victim of the crisis. Restoring trade to pre-crisis 
levels will, among other things, require maintaining open trade regimes and avoiding protectionist 
measures, including restrictions on banks to undertake cross-border lending, restrictions on exports or 
discriminatory measures against imports. Moreover, removal of agricultural subsidies in developed 
countries and early conclusion of an ambitious and balanced Doha Round has assumed even greater 
importance at this juncture.  
 
Second, those countries that have not already done so must honor their aid pledges and meet or exceed the 
UN target of 0.7 percent of GNI. On its part, Saudi Arabia has consistently exceeded the target over the 
long term, and we will continue our policy of assisting developing countries bilaterally and through 
multilateral, regional and international organizations. 
 
Third, given the current situation, the Bank and the larger donor community need to focus attention on 
those still suffering from poverty and hunger, and on the even larger numbers who lack adequate access to 
food, fuel and finance. I welcome current initiatives, especially the Bank’s evolving Agriculture Action 
Plan, to enhance food security through improved agricultural productivity, to promote the development of 
clean, affordable, and commercially viable energy resources to the developing world; and to enhance 
access to finance of Small and Medium Enterprises (SMEs) and low-income households.  
 
Fourth, I cannot over emphasize the role of private sector in development and poverty reduction through 
enhancing growth and creating jobs. It is therefore critical that we do all we can to rejuvenate private 
sector activity, including support of public-private partnerships for infrastructure development. Of course, 
Bank Group financial, advisory and capacity building assistance can and should play an important role in 
this process. 
 
Saudi Arabia is playing its part in all of these areas. Its trade policy and practice has remained open and 
liberal. It has for decades maintained aid levels substantially above those of most other donors. More 
recently, it has contributed $300 million to IFC’s Global Trade Liquidity Program and made a large 
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donation to the World Food Program towards food security for the poor around the world. It is investing 
in the agriculture sectors of several developing countries and has been making complementary 
investments in infrastructure, industry and other sectors of developing countries through the Saudi Fund 
for Development and regional development institutions and Funds. And it continues to play a critical role 
in enhancing energy security by maintaining an oil production capacity considerably in excess of current 
demand, and through the Energy for the Poor Initiative. Under this Initiative, a number of energy projects 
have been identified in poor countries, mainly in Africa, which would be co-financed by the Saudi Fund 
for Development and the OPEC Fund for International Development in close coordination with the World 
Bank. I take this opportunity to convey our appreciation of the World Bank’s active role in implementing 
this Initiative in cooperation with regional development institutions. And I call upon donor countries to 
support this Initiative.  
 
I acknowledge and welcome the efforts of the Multilateral Development Banks (MDBs) to accelerate and 
expand lending to help developing countries cope with this unprecedented crisis. I particularly appreciate 
the role the WBG is playing under the leadership of Mr. Zoellick. I commend the Group for achieving a 
commitment level of $60 billion in FY09. I also appreciate the steps that have been taken by the Group to 
help developing countries in the areas of social protection, infrastructure finance, trade, bank 
recapitalization, SMEs and microfinance. Indeed, client countries would have expected no less from the 
world’s premier development institution.  
 
Review of World Bank Group Financial Capacity 
 
I turn now to the issue of WBG financial capacity, for which a review was requested by this Committee 
last Spring. I welcome the extensive consultation process and detailed discussions that have taken place 
between the Board and Management. Going forward, there are two agendas to be considered. One is the 
evolution of the strategic framework. The other concerns options for addressing the Group’s financial 
capacity. 
 
On the strategy, I take note of the proposed four key drivers: (i) traditional and innovative development 
finance; (ii) knowledge products; (iii) scaling up the global public goods agenda; and (iv) responding to 
future (unknown) crises.  I can see merit in these focus areas but I would caution that the Group should 
remain focused on its core mandate and avoid spreading itself too thinly, particularly preoccupation with 
climate change. Nevertheless, additional work is needed to better understand how these drivers are linked 
to operational programs, instruments and resource needs. In particular, I am interested to see a 
quantitative assessment of how much capital each strategic driver would consume. I would also like to see 
a credible projection of the demand for Bank Group support and its linkage with projected lending levels.  
 
As for the IBRD financial capacity options, I can support a voice-linked SCI, provided it enhances the 
voting power of developing and transition countries individually and collectively.  As regards a GCI, my 
view is that it can be justified only in the context of a shared understanding of the Bank’s roles and 
responsibilities in today’s world, and an agreement on the strategy to deliver on such responsibilities. The 
case should be clear for what any additional capital may afford us in terms of enhanced capacity to deliver 
on the Bank’s core mandate, and any additional mandates embraced by the Bank, such as climate change. 
I emphasize yet again that we should not be ahead of the ongoing climate change negotiations under the 
auspices of the UNFCCC. Specifically, Saudi Arabia does not agree that climate finance—that is 
mitigation finance—should be integrated or mingled with development finance provided by the Bank 
Group, nor should the Bank push client countries to mainstream climate change in their development 
planning. Any role accepted by the Bank in the new financing architecture for climate change must be 
within the context of truly new and additional resources provided by industrial countries, which should be 
transparently ring-fenced. Such ring-fencing in my view is essential to protect, at least, the current levels 
of development funding. 
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As of now, a convincing case for a GCI does not appear to have been made and I would encourage 
management and the Board to undertake further work in this regard. If and when such a case is made, my 
preference would be to first explore the options linked to concepts of contingent and redeemable capital, 
possibly tied to the Bank’s crisis-response capacity. I would also like to see IBRD’s financial capacity 
being assessed in the context of future IDA transfers. 
 
As regards the option of higher pricing for longer-maturity loans, this could be considered as part of the 
next annual pricing review, if necessitated by urgency to strengthen financial capacity. 
 
As regards IFC financial capacity, we need to bear in mind that the role of the private sector in 
development, and the role of IFC in financing private investment, will in all likelihood continue to expand 
in the future. The Corporation has demonstrated its efficiency and effectiveness in realizing its crisis-
related objectives. Going forward, it needs to maintain an adequate financial capacity to realize the agreed 
strategy and to help meet the vital and increasing needs of the private sector. There is also greater clarity 
about IFC’s strategic positioning and what this implies in terms of commitment levels, investments, and 
risk appetite. I look forward to a broad consensus on the need to continue support for sustaining and even 
strengthening IFC’s financial capacity. Therefore, I can go along the proposed two-step approach which 
would start with the hybrid-capital option and move on to a full GCI.  
 
Enhancing Voice and Participation of Developing and Transition Countries in the World Bank Group: 
Phase 2 
 
The Voice and Participation issue at the World Bank Group is longstanding and important. Phase 1 Voice 
reform, now under implementation, was a welcome step. Saudi Arabia has already ratified the amendment 
in IBRD Articles that is required to implement this reform. At the Spring Meetings, this Committee 
highlighted the need to accelerate work on Phase 2 with a view to reaching agreement by the Spring 2010 
Meetings. The challenge for all of us is to deliver on this goal meaningfully and in a timely manner.  
 
I stress three points of principle on this critical issue. First, the World Bank Group being the world’s 
premier development institution should approach this issue from a broad, global perspective. Voice 
reform should be tailored to recognize and reward the contributions shareholders have made to 
international development, not just to World Bank finances. These contributions should be measured in 
terms of not only ability, but also willingness. Another dimension of the global perspective is the 
systemic importance of countries to the global economy. In the case of Saudi Arabia, this is exemplified 
by its ability to help fuel global growth by keeping the energy markets well-supplied, so that industry, 
agriculture, transport and services can be energized with relative price stability.  This is, of course, not 
without cost, as Saudi Arabia has invested about $130 billion over five years in capacity expansion even 
during a period of uncertainty. 
 
Second, we need to remind ourselves that the Monterey Consensus envisaged enhanced voice and 
participation for all developing and transition countries (DTCs). The Spring 2008 Communiqué of the 
Development Committee too envisaged enhanced voice for all DTCs. It would be against the spirit of 
Monterey if some developing countries ended up with additional voting power at the expense of other 
developing countries.  Hence, the Phase 2 reform should lead to enhancement of the voice and 
representation of developing countries both individually and collectively. 
 
Third, the Phase 2 reform should result in a meaningful increase in the voting power of the DTCs with the 
ultimate objective of reaching voting parity with the developed countries.  
Based on these principles, therefore, my response to the proposals identified for us is as follows. 
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 I can confirm what the representatives of over 90 DTCs have already stated repeatedly, that the 
goal of the voice reform is to reach voting parity between developed countries and the DTCs 
without dilution of the voting power of individual DTCs.  

 
 As regards realignment criteria, we should be mindful that we are not dealing with shareholding 

realignment for its own sake. Rather, we seek to find a viable basis for readjusting IBRD voting 
power amongst the developed countries, and for determining the metrics of the shift to DTCs. 
Hence, “no dilution” should be the principal criterion in this exercise. 

 
 Therefore, we should proceed in our discussions in two sequential steps. The first step should be 

for the developed countries to reach a political agreement amongst themselves. If any particular 
criteria are to be used to facilitate that agreement, such criteria should not be forced upon the 
DTCs. The second step would be agreement on a basis to allocate the additional voting power 
among the DTCs.  

 
A Review of Some Aspects of the Low-Income Country Debt Sustainability Framework  
 
The review of the Debt Sustainability Framework (DSF) gains added relevance in today’s uncertain 
economic environment for the low-income countries. It is also relevant in the context of exploiting 
potential opportunities to realize productive debt-financed public investments. I agree with the view that 
the DSF should accommodate non-concessional borrowings for the purpose of making high-yield public 
investments. Of course, the growth dividend from such investments will be enhanced if the quality of the 
investment is high, and there are opportunities to crowd-in private sector financing. It would also be 
helpful if the government concerned has a good track record in its ability (including administrative 
capacity) to realize appropriate fiscal dividends of growth.  Finally, independently managed public 
enterprises should have the opportunity to mobilize non-concessional debt for development, and such 
financing should be excluded from public debt for DSF purposes. All these issues should be explored 
further at the technical level. 
 
In conclusion, I wish to record my appreciation to our Turkish hosts for their excellent hospitality. I hope 
that our collaborative actions to address the many dimensions of this development crisis will continue to 
bear fruit, and that we will see evidence of this at our next Meeting.  
 
 
Statement by The Rt Hon Douglas Alexander, MP, Secretary of State for International 
Development and The Rt Hon Alistair Darling, MP, Chancellor of the Exchequer, United Kingdom 
 

We meet at a time when progress towards the Millennium Development Goals (MDGs) remains at risk 
from the legacy of the global financial crisis.  We are grateful to both the World Bank and the IMF for 
their responses to the urgency of the situation, and for their mobilisation of new resources to address 
developing countries’ needs.   

 
While the first signs of recovery are promising, we must guard against complacency.  In continued 
recognition that this is a global problem that requires a global solution, we must reform and strengthen 
global financial systems, and ensure they benefit the poorest.  In the past month, the international 
community has gathered together to ensure momentum on its response to the challenges. 
 
The G20 Summit in Pittsburgh saw an agreement to work together to bring about significant policy and 
institutional changes in order to deliver lasting improvements in living standards and productivity in 
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developing and emerging economies.  The G20 called upon the World Bank to play a leading role in 
addressing problems that require a co-ordinated global response. 
 
We welcome the agreement at Pittsburgh to take forward work on an IDA Crisis Response Facility, to 
provide additional, countercyclical funding to low income countries for critical development expenditure 
in the face of future shocks.  We look forward to the completion of the design of this facility at the IDA 
Mid-Term Review in November.  
 
We also welcome the agreement for the World Bank to scale up lending to middle income countries for 
infrastructure projects threatened by future crises, through financial guarantees and temporary higher 
gearing.  
 
We must work together to ensure the Bank has the governance structures and financial resources to be 
more effective, relevant and legitimate to accelerate progress towards the MDGs.  We urge the Bank to 
work with shareholders to deliver a comprehensive package of reform by the Spring Meetings in 2010.   
 
Supporting Global Development through the Crisis and Beyond 
 
The World Bank remains central to the international community’s efforts to reduce poverty.  We 
commend the Bank for its strong response to the crisis, almost tripling its lending last financial year and 
on course to exceed that target this year. We are committed to ensuring it is able to provide continued 
support to its clients. 
  
But more capital comes with significant costs. In these financially constrained times, the case for a capital 
increase must be considered alongside other development priorities, including concessional lending 
facilities.  IDA especially, whose 16th replenishment begins next year, risks losing significant resources in 
the rush to finance more capital.  We call on Governors to ensure that the poorest countries are not left 
behind in these difficult times. 
 
We believe that the Bank still has ample headroom and can continue to do more with its existing 
resources.  We echo the G20 Leaders’s Statement encouraging the Bank to continue making full use of its 
balance sheet. This also means exhausting all options for meeting crisis demand before requesting 
additional capital. 
 
Uncertainty remains over how quickly markets will recover. The pace of recovery will influence the need 
for new resources at both the IBRD and IFC. 
 
So we should all look at these decisions on capital at both IBRD and IFC at our next meeting in Spring 
2010 when we will be better placed to take a view. 
 
The Bank must demonstrate an enhanced focus on the poorest, set out clearly a vision and strategy for the 
use of possible additional resources and propose options for how these might be delivered, so that 
shareholders can determine the Bank’s financial needs over the long term.  
 
Enhancing Voice and Participation of Developing and Transition Countries and Strengthening the 
Bank’s Corporate Governance 
 

The financial crisis has highlighted the importance, now more than ever, of strong multilateral institutions 
to address global, regional and national development challenges.  For the Bank to play its part, it must 
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continue to strengthen its governance and operational arrangements so that it becomes more efficient, 
effective and delivers better results. 

 

The Bank needs a more equitable shareholding structure, which gives developing country members a 
stronger voice. This should be based on a credible, robust and dynamic formula that takes into account 
membership of the Bank, financial responsibility for the Bank and engagement with the Bank.   

 

We expect such a formula to generate an increase of at least 3% of voting power for developing and 
transition countries, to the benefit of under-represented countries.  We must protect the voting power of 
the smallest poor countries.  And we should create incentives for donors to provide generous 
contributions to future IDA replenishments. 

 
The Bank’s corporate governance structures need to be updated to help the Bank become more flexible 
and responsive, including in the face of future economic crises. The heads and senior leadership should be 
appointed through an open, transparent and merit-based process.  The division of labour between 
shareholders, management and the Board should be clarified.  The Board should play a more strategic role 
and set a clear strategy for the Bank.  And clearer mechanisms are needed for holding the President and 
senior management to account for their performance. 
 

The Bank’s management structures should be reviewed. The President has three Managing Directors, but 
no Deputy or Chief Operating Officer.  And it is not clear that the current matrix management structure 
enables the Bank to work as efficiently or effectively as it could do with its partners.   

 
A report should be prepared well ahead of the April 2010 Development Committee that reviews progress 
and proposals on corporate governance and Bank management structures. The report should draw on the 
ongoing work on internal governance improvements by the Board and Management, and on the 
forthcoming report of the independent High Level Commission on Modernization of World Bank Group 
Governance.  DC Deputies should draw on the report to propose concrete improvements to governance 
structures for Governors to consider in April. 
 
Last October’s agreement on voice was a good first step forward.  Here in Istanbul we must build on that, 
and the progress made at Pittsburgh, and agree the shape of a package of measures to be agreed next April 
that gives developing countries a stronger voice in the Bank and strengthens the Bank’s governance 
structures.   
 
Flexibility will be needed on all sides.  But it is in all shareholders’ interests to have a more representative 
and better managed Bank which makes optimal use of current and future development funds that donors 
choose to channel through the Bank. 
 
Climate Change 
 
A global agreement to work together to address the challenges of climate change means better financial 
cooperation and a significant increase in public and private finance support the design and delivery of 
adaptation and mitigation plans in the poorest countries, as well as development and transfer of green 
technologies and a reduction in emissions from deforestation.    
 
We need an international climate finance architecture that represents developing as well as developed 
country interests; that can deliver at pace and at scale; and that can make the most efficient use of funds 
by strengthening country ownership.   
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This means building on best practice and making effective use of institutions that are already operating in 
this field.  And it means thinking seriously about what changes or reforms are needed to make the whole 
system work better, including consideration of possible new institutions.   
 
 
Statement by Mr. Ahmed Bin Mohammed Al-Khalifa, Minister of Finance, Kingdom of Bahrain5 
 
During the Spring Meetings, it was difficult not to be pessimistic about the financial climate.  We were in 
the midst of a tornado and we were unclear as to how to chart its course.   
 
Today, we see a faint glimmer of sluggish hope, albeit with an appropriate dose of downside risks.      
 
Due to the implementation of various reforms over the past few years, and in some cases, debt relief, 
emerging and developing economies were in a better fiscal position to weather the storm.  This, in 
combination with critical counter-cyclical policy responses and support to the financial sector, has led to 
the hint of a recovery of the global economy, led by emerging and developing countries.  Confidence has 
thereby been boosted, trade volumes have stabilized and financial conditions seem to have improved.  
And our colleagues at the International Monetary Fund (IMF) are working hard to guide us through the 
maze of supportive macroeconomic policies and towards a carefully planned phased unwinding of 
expansionary policies. 
 
Yet, this hopeful picture is mainly on our balance sheets.  And, despite this cautious optimism, we should 
remind ourselves that the angle that this Institution is mandated to look at, is different.   
 
Our picture involves people with faces, and in particular, those of the poor and vulnerable.  The poor in 
the developing countries have seen their income and living standards reduced, at best, and the vulnerable 
have seen their source of livelihood, lost.  And we expect many more to lose their jobs, even as the 
economy recovers and stabilizes.  Back in April, we expected that 55 million more people would fall in 
the ‘extreme poor’ category, than before the financial crisis.  Today, we are looking at a figure of 90 
million by 2010.  These are not just statistics – they tell the tale of real people trying to eke out a dignified 
means of existence.  There are, and will continue to be, humanitarian, social and political ramifications to 
this. 
 
At this critical juncture, developing countries, and particularly the Low Income Countries (LICs), need 
the predictable and substantial support of the international community for a range of policy imperatives, 
without which they will be unable to sustain their efforts to reduce poverty and accelerate their 
development. Without this support, their progress towards the achievement of the Millennium 
Development Goals (MDGs) by 2015 will be further compromised.  To not provide the additional 
resources for this crucial agenda will risk further reversal of all the hard-earned progress; will mean the 
poor losing the little that they continue to struggle to earn; will mean that donors will render ineffective 
the foreign development investment they made over a span of several decades.  It is therefore imperative 
that donor countries resist internal pressures to reduce aid even further.  The risks are too high.  
 
Within this challenging context, developing countries need this Institution, and its global reach, more than 
ever before.  We must rise to the occasion.  We need to resume the momentum of sustainable fiscal and 

                                                 
5  On behalf of Bahrain, Arab Republic of Egypt, Iraq, Jordan, Kuwait, Lebanon, Libya, Maldives, Oman, Qatar, 
Syrian Arab Republic, United Arab Emirates, Republic of Yemen. 
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regulatory reforms to ensure that developing countries remain robust enough to weather the next shock.  
We need to support those long-term private sector development and infrastructure projects that were 
crowded out by crisis funding, to boost growth.  We need to urgently pursue the successful completion of 
an ambitious Doha Round to spur global economic growth — by preserving trade, we preserve the ability 
of developing countries to earn their own way into prosperity. We need to support developing countries in 
their strategic efforts to adapt to and mitigate climate change, not merely financially, but also by 
encouraging appropriate technology and knowledge transfer.  The Copenhagen meeting in December will 
be critical in establishing an agreed broad framework for this. 
 
Particularly for Low Income Countries (LICs), we need to support their efforts in devising robust and 
well-targeted social safety net systems to protect the vulnerable.  We need to assist those that are now 
facing an even higher risk of debt distress, return to a sustainable position.  We need to improve long-term 
food security through agricultural investment.  In this regard, the proposed new Food Security Initiative, 
and the International Development Agency (IDA) crisis response facility should be further explored.   
 
The agenda is challenging and complex, and the list here is by no means complete.  The Bank, IDA and 
the International Finance Corporation (IFC) have already taken all possible measures to stretch existing 
resources and deliver upon our mandate.  IBRD lending has tripled to $33 billion, IDA Commitments 
have increased by 25% to $14 billion, and IFC has committed and mobilized some $14 billion.  This is 
clearly not ‘Business As Usual’. 
 
We now need further clarity on the direction that the Bank Group is planning on taking in the post-crisis 
period, and its resource implications.  Notwithstanding this, we have two options, we either address the 
issue of capitalization in order to deliver upon this agenda completely; or we get by as best we can within 
the existing resource envelope and accept the inevitable constraints to our countercyclical capacity and 
long-term development mandate.    
 
As the only development agency with a global reach, the choice for us seems evident, however 
inconvenient the timing may be, given our individual domestic and internal pressures.  
 
Our decisions on the next steps must be clear and transparent.  And we need to carefully consider the 
potential impact of these decisions on the future and shape of the International Bank for Reconstruction 
and Development (IBRD) and the International Finance Corporation (IFC).   
 
The development cooperative nature of the World Bank Group underscores the need for a framework of 
fair burden sharing among shareholders and clear principles for Net Income Allocation.  And at this stage, 
further increasing loan pricing is not a viable option.   And we must be cautious about rushing to 
decisions that would lower IBRD’s Equity-to-Loans ratio below the agreed strategic range, or that would 
negatively impact IFC’s capital adequacy standards.   
 
For IBRD, the option of a General Capital Increase (GCI) with a built-in contingency feature needs to be 
explored further.  There needs to be clarity on the levels of Equity-to-Loans ratio drops at which pay-in 
might be triggered, and of increases at which capital would be redeemed.   A better defined, narrower 
range of required paid-in capital is important.  For IFC, a two-step process through raising, first, hybrid 
and then, paid-in capital seems promising.  Given the pressing demands and the challenging agendas, it 
would be critical that we bring these issues to closure by our next Meeting. 
 
This Committee had recognized that the voice reform agenda would be complex and challenging.  Yet, 
despite this difficult context, impressive progress has been made. 
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Phase 1 is being vigorously implemented.  The Amendment of the Articles to enable the increase in the 
shares of the lower income and smaller DTCs, through a Basic Votes increase, is being expeditiously 
processed, despite the significant pressures on the agendas of parliaments. Our African colleagues have 
continued their intense negotiations to finalize the issue of the third African Chair.  Important work is 
ongoing on the implementation of various broader governance reforms that would enhance the oversight 
role of the Board. 
 
There has also been progress on the issue of share realignment, which is the key focus of Phase 2.  There 
is now consensus that the issue of share realignment at the IFC will be agreed at the Spring Meetings of 
2010.  The generosity of key donors has enabled some Low Income Countries (LICs) to take up their 
allocated subscriptions in the International Development Agency (IDA), thereby increasing the 
cumulative developing countries’ share in IDA to 46%.  In addition, efforts will be made to identify an 
enhanced role for borrowers in the important IDA Deputies forum.  
 
There are also some key areas of consensus on IBRD share realignment itself.  All shareholders recognize 
the need for a significant shift in shareholding to occur.  They also agree that the Bank Group must have a 
periodic share review process.  All acknowledge that enhanced influence must be linked with increased 
financial responsibilities and obligations.   
 
Yet operationalizing this broad framework is a complex and delicate task.  We need creativity in charting 
a path that would meet the expectations of all shareholders, and that will marginalize none: today’s 
‘dormant’ shareholders may be tomorrow’s borrowers or contributors.  We are, after all, a fully inclusive 
‘World Bank’, regardless of the size and role of each member.  Furthermore, we need to work out a 
simple approach that is transparent, inherently coherent and consistent, and which can be easily 
communicated.  Notwithstanding the need for a new Bank specific formula for the next shareholding 
review, we caution against rushing to its development during Phase 2: we do not have the luxury of time 
to consider its longer term ramifications, particularly at a time when the global picture remains in flux.  
 
The size of the shift should realistically fall within the range of three to six per cent.  Furthermore, this 
shift should build upon the gains ready realized during Phase 1 – these gains achieved by individual 
shareholders should not be reversed or compromised in any way.  We have always maintained that there 
should not be any involuntary dilution of DTCs, and Phase 2 should not become a process of reallocation 
of shares amongst them.   
 
We need to be comprehensive in our examination of all options that would meet these ‘binding 
constraints’, including a second round of Basic Votes increase.  We cannot afford to leave any stone 
unturned - the reputational and credibility risks, and stakes for this exercise are extremely high. 
 
It may seem opportune to make progress on the issue of this Institution’s financial strength and 
sustainability, conditional upon advancing the voice agenda.  I beg to differ.   
 
Ensuring the sustainability of the World Bank Group is a collective shareholder responsibility that none 
of us can afford to shy away from.  On the other hand, ensuring an equitable participation of DTCs in the 
decision-making process of the World Bank Group is a political responsibility to maintain our legitimacy.  
With the maintenance of a clear distinction between, and a strong belief in fundamental necessity of each 
objective, achieving both goals should be neither insurmountable nor divisive. 
 
 



 

 35

Statement by Mr. Bert Koenders, Minister for Development Cooperation, The Netherlands6 
 
Middle as well as low income countries are severely hit by the global economic downturn, following the 
financial crisis. As world demand has plummeted, the financial crisis has rapidly transformed into a 
socioeconomic crisis. The channels through which countries are affected, differ. A number of middle 
income countries are affected by the higher cost of financing, as a result of the flight to safety and the 
drop in private capital flows. Furthermore, many middle income countries are affected by the decline in 
exports, caused by the drop in world trade and lower commodity prices.  
 
Even though the crisis is not of their making, low income countries are severely impacted by the crisis as 
well, while they are also the least prepared. These countries, still struggling with the legacy of the food 
and oil crises and dealing with the consequences of climate change, are forced to make large 
macroeconomic adjustments while under pressure to invest in order to mitigate the impact of the 
economic downturn. Most low income countries have only limited capacity for countercyclical (including 
social) spending, which means that the crisis will have profound and long-lasting effects, especially on 
the poor.  
 
Progress made towards eliminating poverty and achieving the Millennium Development Goals is 
therefore under threat, with women and children in particular carrying the burden. A robust and rapid 
resumption of sustainable economic growth across the world is of utmost importance if we are to 
safeguard our poverty reduction efforts and the attainment of the Millennium Development Goals. We 
fully support the efforts of the World Bank Group to contribute to the recovery of economic growth. The 
World Bank Group needs to be able to respond today but also to maintain the capacity to respond to the 
challenges of tomorrow, with particular emphasis on the climate and food crisis affecting the long-term 
development agenda of countries worldwide. 
 
Climate change is inextricably linked with development and human progress. It is the ironic truth that 
developing countries, which have historically contributed little to global warming, are now faced with 75 
to 80 percent of the potential damage from it. With an eye to Copenhagen this December, it is timely and 
appropriate that this year’s World Development Report is dedicated to climate change. It manages to 
outline the road to a “climate-smart” world if countries and individuals act now, act together and act 
differently than in the past. In this regard, we would appreciate further work during the course of the next 
months on the potential size of the Bank with an expanded mandate for Global Public Goods, in particular 
climate change  
 
Financial capacity of the World Bank Group 
 
We recognise the importance of the four drivers for demand - traditional and innovative development 
finance, knowledge products, public goods and future crises - that will shape the role of the World Bank 
Group in the period after the crisis. In order to be able to respond to these drivers for demand and to play 
a leading role in addressing global development challenges in the medium and long-term, we believe that 
the World Bank Group should have enough capital and concessional resources at its disposal. In response 
to the crisis, IBRD and IFC have made effective and efficient use of existing capital. However, we 
recognise that possibilities for further leverage are limited and that an increase in the World Bank Group's 
capital is warranted.  
 

                                                 
6  On behalf of Armenia, Bosnia and Herzegovina, Bulgaria, Croatia, Cyprus, Georgia, Israel, the former Yugoslav 
Republic of Macedonia, Moldova, Montenegro, The Netherlands, Romania and Ukraine. 
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With respect to IBRD, we recognise the envisaged capital scarcity after 2012 and are open to a capital 
increase as a main solution to this.  A capital increase, in our view, would be consistent with the concept 
of fair burden sharing between different shareholders. Although we agreed on  the first price increase 
undertaken to safeguard the financial sustainability of the Bank, we are not in favour of a further price 
increase.  Such a price increase seems to be contrary to the a Bank’s anti-cyclical policy as client 
countries already face additional pressures on their public finance.  
 
Taking into account the severity of the crisis in low-income countries we support and appreciate the 
IBRD’s continuous financial support for IDA-15 in difficult financial times. However, in order to protect 
the soundness of the Bank’s finances and in order to allow the capital increase to generate the maximum 
degree of leverage, we would welcome work by management on a framework for income allocation for 
IBRD. This framework should take into account the maintenance of the real value of IBRD's equity base 
and assure that the need for future capital replenishments is limited. 
 
With respect to IFC, we think a general capital increase should be considered as well. Private sector 
development is key in the recovery from the crisis and will remain important in the medium to long-term. 
Furthermore, IFC is able to catalyse private funds for development. We feel IFC should be able to 
maintain its annual growth in development impact, especially in the poorest countries, by continuing its 
pre-crisis growth path. As part of a potential general capital increase IFC should continue its efforts to 
further increase its activities in projects with the highest development impact, taking into account its 
broad membership. 
 
It is crucial that concessional resources for low income countries are - and remain - sufficiently available. 
While low income countries are severely affected by the crisis, we recognise that a counter cyclical 
response beyond IDA’s fast track facility is difficult to establish, since concessional resources are limited. 
We would welcome a review during the Mid Term Review in November of the financial capacity of IDA-
15, not only based on a demand analysis, but on an analysis of finance gaps as a consequence of the crisis 
as well. With respect to IDA-16, we support a bringing forward and speeding up of the process of 
replenishment, if needed. Furthermore, the focus of IDA-16 should be on the mitigation of the effects of 
the economic crisis in IDA countries. 
 
In a world where crises may increasingly have a global impact, affecting developing countries in 
particular, we would welcome the World Bank Group to further explore its countercyclical role. We 
would like to further encourage work on possible temporary crisis response facilities and measures, for 
middle income countries as well as for low income countries, while recognising the need to safeguard the 
financial solidity and income-generating capacity of the Bank.  
 
Voice and representation 
 
We support the agreement reached by the G20 in Pittsburgh on voice reform. We recognize the 
importance of moving towards equitable voting power over time through the adoption of a dynamic 
formula which primarily reflects countries’ evolving economic weight and their engagement with the 
World Bank’s development mission, and that generates in the next shareholding review a significant 
increase of at least 3 percent of voting power for developing and transition countries, to the benefit of 
underrepresented countries. While recognizing that overrepresented countries will make a contribution, it 
will be important to protect the voting power of the smallest poor countries.  
A dynamic formula should reflect member’s engagement with the World Bank’s development mission, by 
incorporating development contributions by client countries, as well as financial contributions by donor 
countries. Client countries contribute through sustainable development and poverty reduction, as well as 
through their contribution to the enhancement of the development experience and knowledge of the 
World Bank. This contribution should be taken into account, for example by introducing a measure for 
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borrowing volume or by introducing an additional, fixed number of shares for IDA and IBRD clients. We 
would welcome further work by World Bank staff on overcoming any practical obstacles to including 
client contributions. 
 
A shareholding formula should also take into account contributions by donor countries. We feel a variable 
should be included that reflects past contributions and that provides strong incentives to contribute to 
future IDA replenishments. Contributions to IDA-16 should be incorporated as well, recognizing the 
importance of a large IDA-16 envelope in times of crisis. Since trust funds can give Bank policy, research 
and implementation a boost, we believe that contributions to trust funds should be included, as long as 
their earmarking is focused on development effectiveness and supports the other activities and strategic 
themes of the Bank. We recognize that further progress on trust fund reform is necessary in order for the 
above mentioned conditions to be met. Therefore, we insist on further measures by management to 
continue trust fund reform and stress the importance of incorporating trust fund contributions in future 
shareholding reviews. 
 
We strongly support the protection of the representation and voting power of the smallest poor countries. 
Loss in voting share of these countries could be compensated in an efficient way by assigning callable 
shares. 
 
Reforms on voice and representation should be accompanied by voice-enhancing reforms in other aspects 
of Bank governance. As a first step, we should send an important signal by introducing a merit-based and 
transparent selection process for the president and senior management, irrespective of nationality or 
geographic preference. 
 
 
Statement by Mr. Paul Antoine Bohoun Bouabré, Minister of  State for Planning and Development, 
Côte d’Ivoire 7 
 
My statement will focus on all the topics appearing on the agenda of our meeting. 
 
Review of IBRD and IFC Financial Capacities  
 
The Report on IBRD and IFC financial capacities provides a clear analysis of the challenges facing the 
World Bank Group and member countries.  In addition, it proposes measures to respond to the crisis and 
to maintain the financial commitment capacities of the IBRD and IFC in the post-crisis period.  
Consequently, on behalf of my Group, I would like to commend the management of the World Bank for 
the quality of the work submitted to us. 
 
I endorse the assessment that the crisis has had a profound impact on the global economy and on IBRD 
and IFC finances.  For this reason, the countries of our Group in no way underestimate the joint proactive 
measures taken by the IBRD and IFC with a view to strengthening and managing prudently their finances 
prior to and during the crisis.  
 
I note that the analyses done by the World Bank’s management team indicate that the IBRD and IFC will 
face capital shortfalls, regardless of the scenario projected.  The Reports notes, in particular, that under 
the “prolonged recession” scenario, the countercyclical role of the IBRD and IFC as well as the 

                                                 
7  On behalf of Benin, Burkina Faso, Cameroon, Cape Verde, Central African Republic, Chad, Comoros, Congo, 
Côte d’Ivoire, Democratic Republic of Congo, Djibouti, Equatorial Guinea, Gabon, Guinea, Guinea-Bissau, 
Madagascar, Mali, Mauritania, Mauritius, Niger, Republic of Congo, Rwanda, São Tomé and Príncipe, Senegal, 
Somalia (unofficially), and Togo. 
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development agenda could be impeded.  In this regard, our Group supports the principle of reassessing the 
role and financial capacities of the World Bank Group.  To this end, it will have to be determined, through 
this exercise, whether a capital increase in the context of the reforms underway on voice and participation 
will be enough to cover this capital shortfall.  
 
Our Group urges senior management of the World Bank to take into account the needs of low-income 
countries in the financial situation of the IBRD and IFC.  Indeed, we hold the view that the support 
policies of the two institutions for IDA must be systematic in order to make the transfer of resources 
predictable.  
 
For this reason, our Group supports the 20-basis-point increase in the interest rates on IBRD loans.  From 
our vantage point, this measure is in line with management efforts to ensure the financial viability of the 
IBRD.  However, the countries of our Group call on the management team to maintain a flexible stance 
toward rate management and other conditions related to IBRD long maturity loans, and encourage them to 
accelerate use of national currency paid-in capital. 
 
Furthermore, the financial crisis erupted at a time when the region was slowly recovering from the 
negative effects of the food and energy crises.  The main challenge facing the countries of our Group is to 
manage the current crisis in such way that it does not undermine the progress achieved over the past two 
decades, which called for tremendous sacrifice. In this regard, our Group appreciates the fact that 
appropriate strategic decisions were made by the IBRD and IFC to help this group of clients cope with the 
crisis and look toward the future with confidence. 
 
In the same vein, we must ensure that the measures and policies adopted to respond to the crisis do not 
reduce current social protection available to the most vulnerable citizens.  Our Group is appealing for an 
increase in IBRD capital to facilitate financing of “enclave projects,” as well as direct access to the 
IBRD’s window for high-performing IDA countries.  We also support all viable solutions that prevent the 
economic and financial crisis from morphing into a humanitarian crisis.  In this regard, the countries of 
our Group welcome the declaration of the recent G-20 summit to increase financing for low-income 
economies and support the establishment of a new crisis facility within IDA to help these countries 
protect themselves from and, if necessary, cope with future crises.  
 
In view of the heightened demand for private sector financing and owing to the projected limits in IFC 
capital beginning in FY2012, the member countries of our Group support the two-phased approach to 
meet financing needs.  In light of this urgent need, we support the option proposed by IFC management to 
leverage hybrid capital.  

 
Enhancing Voice and Participation of Developing and Transition Countries: Update and Proposals for 
Discussion  
 
We would like to begin by thanking the World Bank staff for this well-prepared summary report that 
sheds light on the areas of consensus as well as the points of divergence.  
 
The first phase of voice reforms is well under way and we think that the World Bank should now shift its 
focus to the second phase of reforms. African Governors are fully committed to the effective 
establishment of the third seat granted to Sub-Saharan Africa by the 2010 Annual Meetings. 
 
With regard to the study on the redistribution of IBRD shares, our Group has always maintained that steps 
should begin to be taken to indicate a percentage increase in the votes to be transferred to developing 
countries as a whole.  Consequently, the G-20 proposal to increase the voting power of developing and 
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transition countries by at least 3 percent represents a step in the right direction, all the more so since this 
increase is over and above the 1.46 percent obtained during the first phase. 
 
Substantial gains were made during the first phase.  It is important to avoid setbacks.  From our vantage 
point, this means that the current voting power of Africa should, at a minimum, be maintained and that 
this power should be preserved during the share realignment process.  Any outcome to the contrary would 
be viewed as jeopardizing the outcome of the first phase and would send the wrong signal regarding the 
degree of genuine commitment of the World Bank Group to strengthen the voice of low-income 
countries.  
 
We underscore the fact that low-income countries do not have the financial resources to subscribe to the 
shares that may be allocated to them owing to a general or selective capital increase.  In our view, an 
increase in basic votes is the best way to protect the voting power of low-income countries.  However, we 
remain open to any other proposal that is not onerous and could allow for the same outcome. 
 
With regard to IDA, we welcome the decision of management to present options to strengthen the 
participation of borrower countries in the upcoming discussions on IDA-16 replenishment.  We are also 
appreciative of the establishment of a trust fund to help IDA countries take up their IDA allocated 
subscriptions and call on the other donor countries to join France, Spain, and Norway in covering the 
US$3.2 million shortfall.  
 
Lastly, we welcome the voice reform in the International Finance Corporation (IFC) and recommend that 
the work schedule be aligned with the IBRD’s schedule.  
 
Review of Some Aspects of the Low-Income Country Debt Sustainability Framework  
 
We are pleased to see the note on the review of some aspects of the low-income debt sustainability 
framework.  We think that this review is taking place at just the right time. 
 
In our view, the debt analysis framework is more than an analytical instrument.  It serves as an indicator 
that helps guide the decisions of donors and the volume of funds made available to low-income countries.  

 
Consequently, we think that the real solution to the debt problem lies in greater availability of 
concessional resources.  The sheer magnitude of development needs will continue to pose a challenge to 
any debt monitoring mechanism for poor countries.  However, the debt analysis framework, beyond its 
use by donors, is undeniably a useful instrument for the countries themselves in monitoring their debt 
levels and implementing the measures necessary to maintain sustainable debt levels. For this reason, the 
involvement of national authorities in the drafting and implementation of this analysis framework is 
critical. 

 
We wish to underscore the spirit of the Nouakchott Declaration on Financing for Development in Africa 
which, since that time, encouraged the community of donors to make their debt concessionality analysis 
mechanisms more flexible, in order to take into account the specific case of the financing needs of 
African countries, particularly in the area of infrastructure. This declaration also encouraged consideration 
of the profitability of each project and the beneficial effects of infrastructure investments on economic 
growth, exports, and fiscal revenue.  

 
Of the points discussed in the note, we note that from an analytical standpoint, remittances of migrant 
workers can be treated as exports in the context of the debt sustainability analysis.  However, given the 
unreliable nature of these data, we favor a case-by-case approach depending on the share of these 
remittances in economies.  We also favor greater flexibility in the inclusion of public enterprise debt and 
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the application of regulatory provisions leading to the lowering of discount rates used to calculate the net 
present value of debt.  
 
 
Statement by Mr. Amado Boudou, Minister of Economy and Public Finance, Argentina8 
 
We believe it is necessary to raise IBRD’s and IFC’s capital, increase developing countries’ participation 
in the Bank’s decision-making process, and move forward with other reforms that reinforce the Bank’s 
capacity to support the development plans of its member countries. 
 
We are gathered today in the context of the worst economic and financial crisis in decades. At the global 
level, part of the progress achieved in recent years in terms of growth and poverty reduction is already 
lost while the rest is under threat. 
 
It is against this backdrop that the World Bank has to play a leading role in response to the crisis and in 
support of long-term development. The challenge of an inclusive and sustainable globalization certainly 
calls for a Bank with more resources, but also for a different Bank. The prompt response to the crisis 
should not make us lose sight of the Bank’s strategic focus. It is vital that we rethink the Bank’s role with 
a medium and long term perspective.  
 
This is a critical time for the future of this institution, which depends mainly on the decisions we make at 
this and next meeting. 
 
Even before the crisis, the development challenges, as well as the need to meet the Millennium 
Development Goals, justified per se a permanent and significant increase of the Bank’s capacity. 
However, in spite of the huge challenges, the level of assistance provided by the Bank was below both its 
client needs and its own capacity. This is explained by a number of reasons that should be addressed, such 
as weak participation of developing countries in the Bank’s decision-making process, a rather 
conservative financial strategy on the part of the Bank, the high cost and excessive bureaucratic burden 
associated with borrowing from the Bank, loan conditionalities, and an ideological and rather unified and 
simplified view on how to deal with development. 
 
Along with the pre-crisis challenges come the efforts to overcome the impact of the crisis. Developing 
countries are suffering the impact of a crisis that they did not generate. The developing world is already 
withstanding the impact of the global recession and the slowdown in global trade, a global liquidity 
contraction, falling commodity prices, and a drop in tourism, in direct foreign investment and, in the case 
of the poorest countries, in aid for development. These shocks, in turn, have an impact on public finances, 
adding pressure on public expenditure programs, especially on social protection programs.  
 
As a result of sound macroeconomic policies, many developing countries are better prepared today to 
weather the crisis. But the extent of the crisis is such that the developing world needs all the assistance 
possible. The increase in the demand for loans from the Bank and other development banks in the context 
of this crisis has been significant, and the Bank’s response has been right and timely. 
 
Strengthening the growth of developing countries is necessary in light of the Bank’s poverty reduction 
mission. But it is even more so in order to overcome this crisis.  
 

                                                 
8  On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay. 
 



 

 41

Crises, regardless of how severe they can be, are never permanent. Sooner or later, this crisis will be 
behind us. We are living a time of uncertainty. There is no consensus on the length and severity of this 
crisis. For some, the end is round the corner; others are more pessimistic. In any case, even the most 
optimistic admit that the effect of the current financial crisis will impact global economic growth for 
several years to come, affecting employment, fiscal health and poverty levels. 
 
Furthermore, the international financial context that developing countries will face in future years will 
probably be much more complex than the pre-crisis environment. The decline in capital flows to 
emerging countries may persist. Access to financing by governments and the private sector will be more 
difficult and expensive for many developing countries.  
 
On the other hand, it is clear to us that international financial organizations will have to play a very 
important role as providers of international liquidity. For that to happen, these organizations need to have 
adequate resources. 
 
The urgent response to the crisis and the old and new challenges in terms of human and economic 
development, in a context of dwindling international liquidity, lead us to think that the demand for Bank 
loans in the post-crisis will be much higher than in the last decade. 
 
When the crisis worsened a year ago, many countries asserted that the Bank had to make use of all its 
capacity in support of the development agenda. So far, it has been doing so efficiently. A number of 
measures have been taken in response to the increase in demand. But the need for additional resources is 
more and more evident. The forecasted external financing gap of developing countries as a group is 
alarming, although the situation varies among countries. The Bank’s contribution to fill part of the gap 
must be shared equitably, as must be the burden. The necessary resources cannot be provided solely by 
the Bank’s clients, the borrowing countries. In this sense, we believe that the solution to the Bank’s 
financial capacity restrictions should not be a further increase in interest rates charged on Bank loans. 
Among the options under consideration, we think that a capital increase has the virtue of solving the 
problem of lack of resources, while ensuring an equitable sharing of the burden among borrowing and 
non-borrowing countries. 
 
We believe it is necessary to send a clear signal of our political commitment to increase the level of 
resources, both for IBRD and IFC, as soon as possible. 
 
On the voice and participation reform, we think that the under-representation of developing countries not 
only affects the credibility and legitimacy of this institution but also impacts its efficacy as it no longer 
reflects the reality. 
 
We are confident that as a result of the reform, the representation of developing countries as a group in 
the decision-making process at the Bank will increase significantly and that this will contribute to a better 
Bank, a Bank perceived by all its shareholders as their own. This result will certainly strengthen the 
support and commitment of developing countries to the mission of this institution. It will also contribute 
to a more genuinely global governance structure, which is what a multilateral organization such as the 
World Bank calls for.  
 
The reform we are discussing today is already many years behind schedule. Therefore, it is necessary that 
we meet the agreed deadline of April 2010 to reach an agreement.  
 
We need to reach a substantial agreement in little time, which requires that we be pragmatic. For this to 
happen, we must concur on the goal sought after in terms of transfer of voting power before working on 
the criteria and the formula (a discussion that may take years). 
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It is our position that the reform must aim at a parity of at least 50/50 percent between developing and 
developed countries. Therefore, we believe that a transfer of 6pp is the least necessary to reach parity. 
 
We also think that the involuntary dilution of voting power of any developing countries is against the 
objective of increasing the voice and participation of all DTCs. In our view, this reform should result in 
an increase of the voting power of developing countries, as a group and individually. A reform that 
increases the voting power of some countries to the detriment of others is pointless; nor does it make 
sense that the progress achieved during the first phase of the reform be reversed in the second one.   
 
On the criteria and formula, we are of the opinion that the Bank has to develop its own formula. There is 
neither need nor legal obligation to follow the IMF quota formula. This formula involves elements that 
are not related to the mandate of the Bank. Besides, parity will not be achieved by applying this formula, 
which in some cases would result in a decrease in the voting power of a significant number of developing 
countries. 
 
On the contributions to the Bank’s development mandate, we firmly believe that the contribution made by 
the Bank’s clients must be taken into account. The Bank-clients interaction is key to building 
development knowledge. Furthermore, by repaying our loans, the Bank’s client countries substantially 
contribute to the financial sustainability of the institution. 
 
On the mechanism to advance with the transfer of voting power, we favor a selective capitalization to the 
benefit of developing countries. This would help solve the issue of voice and participation while 
improving the Bank’s capital base. 
 
In sum, the World Bank Group needs to have enough resources and capacity to respond to the needs of its 
clients, both during crises and normal times, over the next decades. It also needs to remain a legitimate 
and credible institution. In order to do so, it is vital that developing countries –that is, the Bank’s clients, 
the countries where the Bank’s strategies are implemented– have more voice and participation in the 
decision-making process.  
 
Failing to reach these objectives may lead to a progressive decrease in the level of commitment and 
support of relevant countries (developed and developing countries), which may eventually make the Bank 
less relevant. We must not let this happen. It is imperative that the Bank continue to play a central role in 
the multilateral system.  
 
 
Statement by Mr. James Flaherty, Minister of Finance, Canada9 
 
We would like to thank our host, the Turkish government, for having us here today in this beautiful and 
historic city.   
 
The financial and economic crisis has underscored just how valuable it is for us to have strong 
international financial institutions to support us in global cooperation. These institutions have been 
instrumental in alerting us to the challenges facing developing countries through the crisis and have been 
on the front line in responding to their needs.  

                                                 
9  On behalf of Antigua and Barbuda, Bahamas, Barbados, Belize, Canada, Dominica, Grenada, Guyana, Ireland, 
Jamaica, Saint Kitts and Nevis, Saint Lucia, and Saint Vincent and the Grenadines. 
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This meeting comes at an important juncture. We have worked hard over the last few months to ensure 
swift action. The multilateral development banks have ramped up their lending significantly and are on 
track to meet the goal set at the London Summit of providing $100 billion in additional financing. They 
have also set up specialized crisis facilities to tackle critical gaps, such as food security and trade finance. 
And, shareholders have helped to support this with capital and other financial contributions.  
 
We now have an opportunity to harness this momentum to move forward on key institutional reforms. In 
this regard, I want to reiterate the importance of strengthening the legitimacy, credibility and effectiveness 
of the World Bank Group. We need to take the steps necessary to ensure that this institution meets all 
three of these essential tests if we want it to continue to serve as a strong platform for our cooperation into 
the future. 
 
 A legitimate World Bank Group requires that voice and representation reflect the economic realities 

of the 21st century. 
 A credible World Bank Group requires sufficient resources and responsive toolkits. 
 Finally, an effective World Bank Group requires a strategic and accountable governance structure. 
 
Legitimacy 
 
It is important that we continue to move forward on the World Bank Group’s voice and participation 
reforms and meet our goal of reaching a final agreement by spring 2010.  
 
Last fall we reached an agreement on phase one of these reforms. We now need to follow through with it, 
and to do so, we need members to signal their formal acceptance. Many of the members in our 
constituency have done so, including members from the Caribbean, as well as Ireland. I am pleased to say 
that Canada has taken many of the steps required for formal acceptance and we intend to complete the 
process as soon as possible.    
 
On phase two of these reforms, including the realignment of shareholding, we think it is worth taking 
stock of the progress we have made so far. In our view, we have taken two very important steps forward. 
First, we have broad recognition that the World Bank should finally have its own unique formula for 
representation and that the past practice of basing it loosely on International Monetary Fund quotas and 
making ad hoc adjustments is no longer adequate. Second, we have support for this to be a dynamic 
process, so that representation can reflect the natural evolution of our global economy. This will provide 
the foundation to move over time towards parity in voting power and beyond, between developed and 
developing countries. At the Pittsburgh Summit, Leaders agreed that in this phase there would be an 
increase of at least 3 per cent of voting power for developing and transition countries. 
 
Developing a formula that is acceptable to the membership as a whole and is right for the Bank as a 
financial institution will require a lot of work over the next six months. In Pittsburgh, Leaders also laid 
down key principles to help guide this exercise. 
 
First, as the World Bank is a financial institution, economic weight should remain the primary foundation 
for the shareholding formula. The formula should be dynamic in order to take into account changes over 
time in economic weightings. 
 
Second, the formula should take into account the relative strengths of donors’ contributions to the 
International Development Association (IDA), in order to provide incentives to maintain strong support. 
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Third, there is a need to be fair to everyone in this exercise, which means setting one standard from which 
under-represented countries will move up and over-represented countries will move down in 
shareholding, regardless of whether they are categorized as a developed or developing country. That said, 
we support the preservation of the voting power of the smallest and poorest states, to ensure an adequate 
minimum level of voice.  
   
And finally, voice must be matched by responsibility. In this regard, it will be critical that new shares 
have an appropriate paid-in portion, so that we are all making equal effort to support the Bank’s financial 
capacity.   
 
Credibility 
 
The efforts of the World Bank Group in responding to the crisis should be recognized—it moved quickly 
to more than triple lending and put in place innovative, specialized crisis facilities such as the Global 
Food Response Program and the Global Trade Liquidity Facility. By being flexible and creative, the 
World Bank Group has succeeded in front-loading a large amount of resources. 
 
The World Bank Group’s vigorous response has placed pressure on its resources and we are open to a 
dialogue on its financial capacity—it must have enough resources to address the crisis and fulfill its 
important mandate post-crisis.   
 
However, several important factors remain unknown at this point. The path of the recovery is unknown, 
and this has a great influence on what its financing needs will be going forward. It is also unclear how 
much of the $1.5 billion in paid-in capital that is currently in an unusable form at the Bank will be 
released as usable equity. We also do not know how much capital will come in through the upcoming 
voice reform agreement.   
 
As the World Bank Group does not face an immediate financing shortfall, however, we can take the time 
necessary to evaluate its long-term needs and do a comprehensive analysis of all possible solutions, 
including temporary ones. We should consider how mechanisms such as contingent capital could be used 
to increase World Bank lending at times of crisis. On this same timeline, we can also look at whether the 
current pricing model is sustainable.  
 
Credibility also requires the World Bank Group to have a toolkit that is responsive to the needs of its 
clients. Through the crisis, the Bank has made a lot of effort to help developing countries protect public 
expenditure programs and implement urgent measures. But we need to continue strengthening the Bank’s 
crisis response capabilities, especially in the predictability and flexibility of its financial support. In 
particular, the Bank has had limited flexibility in responding to the needs of low-income countries, and 
we need to look at options to address this. An important consideration is how to provide assistance 
through times of difficulty without creating future debt sustainability problems. 
 
Effectiveness 
 
With respect to fostering a more strategic and accountable governance structure, we think the internal 
governance reforms led by the Executive Board’s Committee on Governance and Administrative Matters 
are very important. The reforms aim to lift the Executive Board and senior management out of 
transactional procedures to allow them to focus more on setting strategic direction. However, we need to 
make sure that we follow through properly on these, and we believe it would be useful to confirm in the 
spring that full implementation has been achieved.  
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Another area for continued attention is deepening the country-led development model and enhancing the 
Bank’s ability to listen and respond to its client’s individual needs. In this respect, true decentralization of 
decision making is critical, including in fragile states. We believe we also need more opportunities to hear 
directly from borrowing countries about their experiences with the Bank. In this respect, we would ask 
management to strengthen the voice of borrowing countries in the IDA replenishment discussions, 
including new ways of facilitating real dialogue and collaborative generation of ideas. 
 
Finally, I want to reiterate my support for open, merit-based and transparent selection processes for the 
heads and senior leadership, irrespective of nationality, at the World Bank Group and at all other 
international financial institutions.   
 
In conclusion, the crisis has demonstrated the importance of international cooperation. The international 
financial institutions, including the World Bank Group, are a concrete manifestation of that cooperation 
and it is incumbent on the membership to ensure that they are capable of supporting and sustaining our 
collective efforts. This requires that we work together to strengthen their legitimacy, credibility and 
effectiveness.  
 
 
Statement by Mr. Naoki Minezaki, Senior Vice Minister of Finance, Japan 
 
Let me begin this statement by expressing my sincere appreciation to Mr. Carstens for your excellent 
leadership as Chairman of the Development Committee for the last three years, and extending warmest 
welcome to Mr. Al Khalifa, who succeeds Mr. Carstens as Chairman. 
 
Current Conditions of Developing Countries and their Challenges Ahead 
 
To begin with, I would like to discuss the current conditions of developing countries. The global financial 
markets are demonstrating an increasing stability, and we are able to see some positive signs in the real 
economy of developed countries. However, as far as developing countries are concerned, they continue to 
face prolonged adverse impacts of the crisis. 
 
Middle-income countries, or MICs, had been on a rapid development path, harnessing fast-growing 
private capital inflows and global trade expansion. However, after the crisis intensified, MICs were 
adversely affected by an abrupt reversal of private capital flows and a sharp decline in global trade. 
 
This should never be repeated in the future course of development of MICs. A key challenge for MICs is 
to mobilize stable private capital that supports their development, including foreign direct investment and 
other long-term funds conducive to development objectives. IBRD should play a role in promoting the 
influx of private capitals of this nature. 
 
The impacts of the crisis on low-income countries, or LICs, are shown more by revenue shortfalls, due 
largely to a sharp decline in commodity exports and a significant fall in remittance from overseas 
workers, rather than a reversal of private capital inflows. As a result, LICs are facing increasing 
difficulties even in securing their core fiscal spending, essential to their poverty reduction efforts, 
including education, health, and operation and maintenance of key infrastructure.   
 
Differently from the way we support MICs, we need to secure appropriate concessional resources, such as 
IDA, in assisting LICs. One of the options should include allowing sufficient commitment authority under 
IDA15 available for coming months, and providing continuous assistance by accelerating the process of 
IDA16 negotiations. We should mark a de facto launch of IDA16 negotiations in conjunction with the 
mid-term review of IDA15, discuss a post-crisis IDA strategy intensively, and make efforts to reach 
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conclusion of the negotiations as early as possible. I wonder if some donors might be able to, and wish to, 
avail part of their commitment under IDA16 even within the IDA 15 term, before the official start of the 
IDA16 period.   
 
Climate Change 
 
Second, I would like to touch upon climate change. It is of utmost importance to reach agreement in 
Copenhagen in December this year on a fair and effective international framework in which all major 
economies participate. Japan will aim to reduce its green house gas emission by 25% by 2020, if 
compared to the 1990 level, on the premise of agreement on ambitious targets by all the major economies. 
Japan is also prepared to provide more financial and technical assistance than in the past to developing 
countries’ emission reductions and adaptation, in accordance with the progress of the international 
negotiations. 
 
Climate finance will entail a vast amount of financial resources. However, public finance alone can not 
meet the financial needs. A major part of such financial needs will be for private investments. Public 
funds should function as pump-priming. In this regard, it is critically important that the World Bank 
Group, particularly IFC and IBRD, enhance its catalytic role in mobilizing private investments, in 
partnership with JBIC and other bilateral institutions. We encourage the World Bank Group, with its 
knowledge and human resources, to develop brand new and concrete ideas for innovation on climate 
finance. In particular, we call on the World Bank Group to present wide-ranging options for the next 
meeting of G20 Finance Ministers.  
 
International Solidarity Levy 
 
Third, I would like to speak briefly about the international solidarity levy. Various discussions on the 
international solidarity levy are on-going. I have been engaged, with strong interest, in this issue since 
before I assumed the position of Senior Vice Minister of Finance. Japan has been an official member of 
the Leading Group on Solidarity Levies to Fund Development since last year. 
 
I believe that it is important to encourage more in-depth discussions. Issues of particular importance may 
include: what impacts international solidarity levies would have on economic activities; and how we 
could ensure implementation of levies on a global basis. We look forward to international financial 
institutions, primarily the IMF and the World Bank Group, undertaking analyses on these issues. In 
addition, we need to think through the appropriate objectives on which to spend revenues from levies: 
poverty reduction, or climate finance? 
 
Voice Reform 
 
Finally, the voice reform of the IBRD. This is a reform of essential importance for the governance structure 
of the World Bank. With that in mind, we have been holding intensive discussions, aiming to reach an 
agreement by the spring meetings next year.  
 
I believe that the reform should aim at a voice structure which better reflects the views of developing and 
transition countries on the management and operations of the World Bank Group. At the same time, the reform 
should ensure that members which provide financial support to the World Bank Group continue to have 
appropriate stakes in its management and operations, which is needless to say.  
 
I would like to remind you that Japan has been a key major donor of IDA for almost half a century since it was 
established in 1960, contributing more than 34 billion US dollars. In the early days of IDA, we were still 
reconstructing our country after World War II, and were far from being prosperous. We had to rely on external 
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assistance, and were actually borrowing money from IBRD. Despite such a situation, Japanese people, or I 
should say Japanese tax payers, knew well how important it is to help poor countries, and made a grave 
decision to contribute to IDA. The unremitting contributions by Japanese tax payers ever since have now 
formulated the solid and indispensable financial base of IDA, accounting for as much as 19% of the total IDA 
resource.  
 
Here, I would like to stress that the voice reform should take into full consideration the cumulative 
contributions to IDA of current major donors, because that will prove to be an appropriate acknowledgement 
of the long-standing will of donor countries’ tax payers and thus must be essential for the World Bank Group 
to continue securing contributions from donors.  
 
I firmly believe that the voice reform will reach a conclusion which fully addresses these concerns. That will 
provide a supportive basis for Japan’ contributions to general capital increase in IBRD and the forthcoming 
16th replenishment of IDA16, when they take place.  
 
Conclusion 
 
To conclude my statement, I would like to say a few words on Japan’s new administration. The new 
administration was just born and is only three-weeks old. It places importance on assisting developing 
countries, particularly on helping LICs overcome the crisis and reduce poverty. I am pleased to confirm 
that Japan will keep supporting the vital role the World Bank Group plays in the global endeavor of 
development assistance. 
 
With full confidence in and respect for President Zoellick and the Word Bank Group, Japan stays more 
than willing to support the efforts of the World Bank Group as much as possible. 
 
 
Statement by Mr. Timothy F. Geithner, Secretary of the Treasury, United States 
 
Since we last met six months ago, the economic crisis has begun to ease.  Private capital flows are 
recovering and global growth is resuming.  But even as early signs of recovery emerge globally, there is 
significant risk that the world’s poorest will continue to feel the effects of the crisis long after the rest of 
the world has recovered.  As a result of the global economic downturn, an additional 90 million people 
risk being forced into extreme poverty, jeopardizing the hard won progress toward meeting the 
Millennium Development Goals.  It is critical that we respond directly to the needs of the most vulnerable 
at this time.  The international financial institutions are central to this effort.   
 
Over the past year, the World Bank, the regional development banks, and the IMF have played a vital role 
in cushioning the impact of this crisis on poor and middle income countries.  Lending programs have 
been robust and timely, providing critically needed resources as other sources of revenues have 
diminished.  Collectively, the development banks have increased their lending targets by over $100 
billion above planned pre-crisis levels, fulfilling their London commitment of at least $100 billion in new 
resources. 
 
In their crisis response, the multilateral development banks have once again demonstrated their central 
importance to the developing world.  As such, we also believe that they must be at the center of global 
efforts to address the development challenges of the 21st century.  The Obama Administration is strongly 
committed to a renewed focus on multilateralism in the delivery of development assistance and will be 
working to ensure that the multilateral development banks (MDBs) have adequate resources, sound 
policies, and good governance, so that they are well positioned to meet current and future development 
needs. 
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Looking forward, we believe that the World Bank, working with the regional development banks, should 
give greater attention to challenges that are global in nature and require globally coordinated action.  We 
see four particular challenges on food security, climate change, private sector led growth and meeting the 
needs of the poorest. 
 

 On food security, we welcome a strong role for the World Bank in furthering the implementation 
of commitments made in L’Aquila and look forward to working with the Bank in developing a 
multi-donor trust fund that supports comprehensive, country-led agriculture development plans.  
The fund should help coordinate financing and implementation of country plans and complement 
the activities of bilateral donors, with a focus on results and development effectiveness.   

 On climate change, efficient and effective financing must be integrated with development 
planning, policies and investments. This implies a critical role for the World Bank as we scale up 
resources.  In turn, climate change will be part of a broader architecture that accommodates 
financing from a variety of public and private sector channels as well as expanded and improved 
carbon markets.  To succeed in this effort, we need to encourage low income countries to pursue 
cleaner development strategies through renewable energy, as is being piloted by the Scaling up 
Renewable Energy Program.  

 
 Supporting private sector led growth strategies is vital to achieving sustained growth and 

enhancing opportunities for the poorest in developing countries.  The MDBs should focus on 
innovative financing mechanisms for small business creation, expanded access to finance for the 
poor, and technical assistance focused on legal and regulatory impediments.   

 
 A top priority for all of the MDBs must be support for the poorest, which requires that the MDBs 

focus on the most vulnerable populations both in their concessional lending and in their support 
for countries with access to the hard loan windows.  It also means they should increase their 
overall support for their concessional windows through internal resources, when possible.   

 
The success of the World Bank in meeting each of these global challenges will depend critically on the 
institution’s global legitimacy.  For this reason, the United States remains committed to supporting 
governance reforms that will strengthen the credibility and legitimacy of the international financial 
institutions by recognizing the increasing importance of emerging market countries in the global 
economy.  The G20 Summit in Pittsburgh marked a major breakthrough on this front for the World Bank, 
setting the stage for a successful outcome by the time of the Spring Meetings.   
 
In Pittsburgh, we also reaffirmed our commitment to ensure that the MDBs and concessional windows are 
adequately funded.  Replenishment negotiations for IDA and the African Development Fund will soon get 
underway, and we view the timely and successful conclusion of these discussions as a critical component 
of the Leaders’ commitment to avoid a disruption in financing for the concessional facilities. 
 
In addition, several MDBs, including the World Bank, are seeking new infusions of capital for their hard 
loan windows.  We are carefully reviewing the financial capacity of all the MDBs and expect to complete 
their capital reviews by the first half of 2010.  Because donor countries are facing severe fiscal constraints 
at home, we must be fully confident that additional capital for the MDBs’ hard loan windows is needed 
and that any new resources will be managed well and used effectively.  To this end, we will be seeking 
critical institutional reforms in any consideration of additional resources.  
 
Sound resource management requires that the MDBs commit to rigorous budgetary discipline to ensure 
that loan pricing is linked to administrative costs.  Budget processes should be designed to ensure that 
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resource allocations reflect institutional priorities.  The MDBs should also commit to strengthening 
transparency, accountability, and good corporate governance, as well as build capacity to innovate and 
achieve demonstrable results.  
 
We look forward to working with the World Bank and Regional Development Banks to implement these 
critical reforms and to making progress toward meeting these challenges in the months ahead through 
support for an ambitious development agenda. 
 
 
Statement by Mr. Jorge Giordani, Minister of Planning and Development, Bolivarian Republic of 
Venezuela10 
 
This year’s Development Committee is held after a very challenging year. We have all witnessed the 
effects of an unprecedented crisis which started in the developed world and whose effects have spread to 
the emerging and low income countries. In this context we have also seen a swift and prompt response 
from the international community, to a large extend aimed at protecting the most vulnerable.   
 
After this very difficult period, we have reasons to be optimistic as we start to hear that the worst is over 
and that green shoots are sprouting all over the planet. There are signs of recovery in the global economy 
thanks to an unprecedented public sector intervention that has helped to sustain demand and to reduce the 
uncertainty and systemic risk associated with financial markets. However, despite the improved outlook, 
from my point of view, the world economy remains fragile and there are still significant differences 
among countries in terms of their economic prospects.  
 
The crisis has shown that the real and the financial sectors are closely linked.  Unemployment rates have 
increased dramatically and 90 million people have been pushed into poverty. Faced with this situation the 
International Financial Institutions have been called to play a major role in helping countries to weather 
the crisis and to preserve the progress made in terms of development in the previous years to the crisis. 
 
World Bank Group Financial Capacities 
 
We commend the World Bank Group for the swift and agile response given so far by almost tripling its 
lending to client countries, by fast tracking its assistance through an increased use of fast disbursing 
instruments and through an special IDA Fast Track Facility for low income countries and, last but not 
least, by setting up a whole set of new initiatives. This flexibility and quick reaction has to be recognized 
and commended by all of us. In our view this response has been possible thanks to a comfortable equity 
to loan ratio gained after years of prudent financial management. The documents before us today show 
that if the recovery takes longer than expected the Bank will be short of the resources needed to help its 
clients properly.  
 
Furthermore, the Bank not only needs resources to satisfy the demand from clients, but it also has to be 
adequately capitalized in order to be able to play a relevant role in the provision of Global Public Goods. 
Needless to say that prudent financial management requires guaranteeing a capital cushion for unexpected 
future difficult situations. At this respect, we fully agree that the four drivers identified in the document 
will shape the WBG’s role in the years ahead.  
 
It is time for the international community to work together and to show solidarity with the poorest people. 
Both donors and development institutions like the World Bank have to work hand in hand. The former by 

                                                 
10   On behalf of Costa Rica, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Spain, República Bolivariana 
de Venezuela. 
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fulfilling the commitments made in recent years and the latter by providing resources to satisfy the 
countries needs. Hence a capital increase under these circumstances is unavoidable. We are aware that 
there are other options in order to boost the Bank’s lending capacity but none is as direct, straightforward 
and fast as a capital increase.  My suggestion would be to start by a substantial Selective Capital Increase 
that can be followed by a General Capital Increase.  
 
At this stage an agreement on capital increase is crucial to keep the Bank’s financial soundness and to 
guarantee the external transfers from its net income. On pricing, let me caution the Bank against seeking 
once more the easiest but, undoubtedly, most unfair solution of all: a new price increase. We believe that 
we should not penalize our client countries again, especially in the context of a crisis as the one we have 
today.  
 
Finally, regarding the IFC financial capacity, we are also ready to discuss the need to increase its capital. 
We commend the Corporation’s continuous efforts to reach frontier markets and enhance its development 
effectiveness. Its demonstrated capability to mobilize and leverage resources for private sector 
development is an extremely valuable asset.  
 
Before turning on to the second point of the agenda let me just comment briefly on the new aid landscape 
that is emerging. My view is that we have to be mindful of the risks of over saturating the already 
complex international aid architecture. We understand that the Bank has to listen to many different share 
holders, all of them with very legitimate ideas on how to try to help the poorest countries. At the same 
time an ongoing and endless process of setting up new initiatives and Trust Funds before having proved 
the effectiveness of the existing ones might create a sense of “fatigue” with an adverse impact in the long 
run.   
 
Finally, we expect that during the next IDA midterm review we would have the opportunity to assess IDA 
countries needs in the context of the crisis and the best way in which the Bank and the donors can respond 
to those needs. 
 
Voice and participation reform at the World Bank Group. 
 
The 2002 Monterrey Consensus encouraged the World Bank to enhance the voice and participation of all 
developing and transition countries (DTC) and triggered the voice and participation reform process in 
which we are working today.   Since then, we have been able to make substantial progress on different 
aspects of the reform.  We agreed to proceed with the realignment of shareholdings in two phases.  The 
first one was mainly focused on increasing the voice and participation of small and developing countries 
and its implementation is underway, in the second phase of the reform, we should aim to achieve an 
equitable voting power among all countries, regardless of its size or their level of development.  
 
Today, at the Development Committee Meeting, we have the opportunity to advance further the second 
phase of the reform.  In our view, we have the opportunity to build a more equitable, representative and 
transparent multilateral institution, able to properly assist its member countries both in terms of advisory 
services and of financial resources. 
 
We support an increase in DTC voting power at this second phase.  This increase should be additional to 
the increase we have already agreed in the first phase.  From our point of view the shift in voting power 
should be based on the application of fair, transparent and impartial principles and criteria that should be 
applied to all countries without distinctions. We are convinced that this is the only and the best way to 
proceed for the interests of the World Bank as a multilateral financial institution. 
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The core principle of the second phase of the reform should continue to be, as it has been the case 
historically, that the relative shareholding of each member country, developed or developing, at this 
institution is based on its relative economic weight in the world.  Besides the economic weight, 
contributions to the World Bank’s mandate could also be taken into account in a simple and transparent 
way as complementary criteria. As a financial institution, a close link between the shareholding structure 
and the relative economic strength of its member countries has to be preserved.  We also strongly believe 
that all countries should be treated equally and hence, it is absolutely crucial that all underrepresented 
countries, regardless of them being developed or DTCs, be allowed to subscribe shares under equal 
treatment. 
 
We must be aware that the World Bank’s credibility and legitimacy could suffer without tangible and 
timely progress on the voice and participation reform in which we are currently engaged. Therefore, we 
would like to encourage all member countries to continue these discussions with an open minded and 
flexible approach so that we are able to forge a wide consensus on the main issues of the reform. 
 
 
Statement by Mr. Aleksei Kudrin, Deputy Prime Minister and Minister of Finance, Russian 
Federation 
 
Review of IBRD & IFC Financial Capacities – Working with Partners to Support Global Development 
through the Crisis and Beyond 
 
We welcome today’s discussion and have to state at the outset that both its spirit and potential practical 
outcome are very much conditioned by the views that we as a group shall take on the immediate and 
medium-term projections. The future path of a recovery that is yet to materialize in many countries is very 
uncertain, and this explains a wide and divergent range of options that we are presented with today.   
 
We appreciate the inclusion of the strategic perspective into the document and are ready to engage on 
discussing the WBG role in the post-crisis environment. In principle, we believe that potential surge in 
client demand as identified in the paper is very likely to occur. We might deliberate on the upper and 
lower extremities of the range of financing gap that most developing countries will be experiencing in the 
next 3-5 years, but that gap will definitely be there. This is exactly the time when countercyclical 
intervention by the World Bank Group is called upon.  
 
In the same vein, we strongly support current efforts by the World Bank to tackle the negative impact of 
financial, energy and food crises, including through tripling of lending to the middle-income countries 
that currently bear the brunt of global credit crunch. We applaud the introduction of innovative forms of 
financing provided to the poor countries, be it within the framework of IDA, or through targeted programs 
and trust funds, launched at the initiative of President Zoellick. World Bank contribution towards 
enhancing food security is particularly visible – it ranges from development of agriculture to removal of 
trade barriers and to extending direct budget support to the countries that are most affected by the food 
crisis. The Russian Government has made a decision to participate in these Bank-led programs and 
allocated $50 mln. for that purpose. These activities present yet another argument for strengthening the 
financial capacity of the WBG.  
 
We have to explicitly recognize constrained financial capacity of the WBG as a whole, and of any 
member of the Group as well, including not only the IFC where the need is dire, but the IBRD as well. 
Our stance in this respect can be summarized as following: 
 

1. Firstly, we see the rationale for a Capital Increase in order to preserve the IBRD and IFC financial 
capacity. Such increase should ideally be synchronized among these two institutions.  
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2. Secondly, we believe that a Selective Capital Increase should be an integral part of any package 

designed to boost the financial capacity of the WBG. Once the Selective Capital Increase is 
implemented, the parameters of the General Capital Increase, if still warranted, could be 
assessed. Progress on this front is linked to a discussion on greater voice and participation by the 
developing and transition countries in the WBG. Besides, such an approach offers an advantage 
of attaining multiple objectives in a concerted manner. These considerations makes us strong 
supporters of both the Selective and General Capital Increases as a single package, but with the 
above sequencing.  
 

3. Thirdly, we have to express our serious opposition to an emerging idea of continuous Price 
Increases as the major method for achieving certain pre-determined income generation 
benchmarks and maintaining desired Equity-to-Loans ratio. The Price Increase option is not a 
substitute for the Capital Increase as these two processes are completely different in nature and 
have divergent objectives. The 20 basis points increase has just been approved in IBRD and any 
further upward revision is counterproductive under the current circumstances.   
 

4. Fourthly, given the overall economic uncertainties, Income Allocation within the WBG should 
focus more on preservation of financial capacity, so the boosting the reserves has an absolute 
priority over other uses. This objective is clearly stated in the legal framework of the WBG 
institutions, and the present environment makes it even more relevant than ever. 

 
Enhancing Voice and Participation of Developing and Transition Countries in the World Bank Group 
 
We fully support the objective of strengthening the voice and participation of developing and transition 
countries (DTCs) in the World Bank Group. While some important elements of reform have been 
addressed under Phase 1 – this includes measures protecting the rights of small shareholders and 
enhancing Board representation of Sub-Saharan Africa, a big outstanding agenda remains. We must 
secure the results of Phase 1 and move further. Phase 2 should result in a significant increase of DTCs’ 
voting power. In this context we welcome the decision of the G-20 leaders to redistribute at least 3% of 
the voting power in favor of the DTCs. At the same time we consider this but an interim step towards 
parity between the DTCs and the developed countries (DCs). 
 
We also support a provision formulated in the final statement of the Pittsburgh summit that supports a 
movement towards a more equitable distribution of voting power in the World Bank through development 
and adaptation of a dynamic formula, based on which distribution of voting power would be calculated. 
Distribution of voting power based on a flexible periodically reviewed formula would allow timely 
response to evolving role and weight of countries in the world economy in a manner that takes into 
account continuously evolving priorities of the World Bank. 
 
We appreciate the Board efforts to find a common ground and thank the management for its valuable 
technical contributions to the debate. Among the proposals already discussed, we support those that 
would not deepen the current under-representation of emerging and developing countries or further distort 
the internal decision making process. We, therefore, are in favor of those proposals that avoid involuntary 
dilution of the voting power of any DTC. 
 
Since Russia joined the World Bank in 1992, it has not only grown as an economy, but has also made a 
major contribution to the development mandate of the Bank as a donor of IDA and other Bank-sponsored 
initiatives. Based on GDP-PPP, Russia’s share in the world economy exceeds 3%, which is greater than 
its current voting power in IBRD. We strongly believe that Russia’s voting power should increase as a 
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result of reform rather than decease, as implied by some calculations that fail to capture the full scale of 
Russia’s role in the world economy and development.  
 
We consider the above-mentioned selective capital increase focused on DTCs as the most practical way to 
make progress on the shareholding dimension of the Phase 2 of reform. The general capital increase can 
follow. Such sequencing will reconcile the reform objectives with the capital needs of the Bank.  
 
The objectives of the voice and participation reform cannot be achieved by a shareholding review alone. 
The DTCs representation at the Board and the WBG’s responsiveness to their views on development are 
also of high importance. We do not support any measures that may lead to a change in the permanent 
status of or in other way weaken the Executive Board, which is vital for the accountability, integrity and 
good governance of the World Bank Group. 
 
 
Statement by Ms. Christine Lagarde, Minister of the Economy, Industry and Employment, France 
 
Six months ago, we took swift action to respond to the crisis. Now the time has come to take stock and, 
above all, to institute longer-term reforms that will make it possible to bring the world on a stable path 
toward sustainable and responsible growth.  In Pittsburgh, the G20 Heads of State and Government called 
on us to move in this direction, underscoring the need for governance reform at the World Bank to 
strengthen the voice of under-represented developing and transition countries, and expressing the desire 
for a reformed World Bank to play a lead role in tackling the challenges related to global public goods. 
 
France fully supports these goals, while calling on the World Bank to maintain its primary mission of 
reducing poverty and promoting sustainable growth.  With a view to clarifying its expectations, France 
will publish its strategy vis-à-vis the World Bank in the near future.  This document, currently under 
review by civil society, will stress the importance accorded by France to the World Bank while, at the 
same time, presenting a number of recommendations that it wishes to bring to its attention. 
 
Now, more than ever, the World Bank’s historical mandate of reducing poverty and promoting growth is 
at the core of international concerns  
 
We must, first and foremost, scale up our work to reduce poverty and seek broader solidarity and more 
appropriate forms of intervention.  All wealthy, high-income countries have a duty to contribute their fair 
share to IDA and the governance reform provides us with a unique opportunity to introduce sound 
incentives to achieve this goal. 
 
Furthermore, we must also work with the World Bank, within the framework of existing instruments, to 
identify and implement specific mechanisms to protect the most vulnerable countries and peoples.  The 
recent energy, food, financial, and economic crises have shown us the limitations of the current modes of 
intervention employed by the international financial community.  We responded by reforming the 
instruments of the IMF.  The World Bank Group should follow suit, with the aim of reducing the 
vulnerability of developing countries.  In this regard, the central role of IDA should be preserved.  Indeed, 
we have a responsibility to reform IDA so as to adapt it to new challenges rather than to bypass or weaken 
it through poorly-coordinated initiatives.  
 
The World Bank should therefore create within IDA a window for flexible and responsive intervention, in 
particular to provide massive and rapid fiscal assistance.  We should consider the implementation of this 
window as of this autumn, in the context of the upcoming IDA mid-term review. Such a new window also 
calls for additional resources and we should explore all options to mobilize these resources, while 
avoiding crowding-out effects on the replenishment of IDA.  I would also like to stress the importance of 
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regional integration in reducing the vulnerability of individual countries.  IDA should encourage this, not 
only by offering strong support for regional projects but also by increasing its financing for them. 
This window should go hand-in-hand with a reform of IBRD’s instruments – matching safeguards, 
pricing and maturities to the specific characteristics of the financial crisis. 
 
When it comes to supporting growth, I would stress three key areas in which the World Bank can and 
must act.  
 
First, the central nature of the private sector. Company growth and increased employment provide the 
engine for wealth creation and a virtuous cycle of development and I commend IFC for its action in this 
respect. France is supporting this key area in Africa by doubling the Agence Francaise de 
Developpement's private-sector commitments. 
 
Second, the importance of providing assistance to developing trade through aid-for-trade and support for 
trade financing.  The Bretton Woods institutions have a crucial role to play in ensuring an equilibrium to 
the benefit of the poorest countries in the context of unrestricted international trade. 
 
Finally, continued efforts to bridge infrastructure gaps in developing countries, particularly in Africa. This 
is an absolute prerequisite to the creation of a propitious environment for the economy. 
 
Fulfillment of the poverty reduction and growth promotion mandate should guide the financial capacity 
review of IBRD and IFC.   
 
As stated in Pittsburgh together with the other G20 members, France supports such a review.  Preliminary 
analyses suggest that they have sufficient resources and leverage within their balance sheet to meet the 
additional demand generated by the crisis.  The key issue therefore comes down to their medium- and 
long-term business strategies and models and how these are articulated with those of other development 
banks.  For the World Bank Group, this entails, first, identification of clear comparative advantages. 
Second, it entails rebalancing IBRD’s financial model, through greater budget discipline and a pricing 
policy that preserves the financial sustainability of the institution :  before contributing additional 
resources, we will need to ascertain that these resources effectively shore up the financial capacity of the 
World Bank.   
 
If additional resources are to be contributed, then we will have to safeguard the interests of the poorest 
countries by guaranteeing transfers to them through IDA and by a better targeting of IBRD and IFC 
operations toward the most disadvantaged populations. 

 
An equitable and effective reform of the World Bank governance must be completed within the next six 
months.  
 
The juxtaposition of IDA and the World Bank’s financial model reflects a desire for complementarity and 
balance between assistance to emerging countries and aid to the poorest countries. This focus on 
equilibrium must be sustained and must also prevail in the World Bank’s governance reform. France will 
continue to ensure that developing countries, especially in Africa, participate fully in decisions made by 
the international community, including within the World Bank Group. A year ago at the last Assembly 
General Meetings, IBRD’s governance reform made a big step forward to the benefit of developing and 
transition countries. Of equal importance was the decision to open the selection process for the president 
of the World Bank, whereby nationality will no longer be a criterion.  
 
This momentum must be sustained within the timetable recommended by the G20 with a view to reach an 
agreement at the upcoming Spring Meetings. France is fully prepared to accept the implications of the 
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new economic realities. The fact remains, however, that the realignment of IBRD and IFC shareholdings 
can only be achieved on terms consistent with the World Bank’s mandate. Consequently, the transfer of 
voting rights must benefit only the under-represented developing countries, through the dilution of all 
over-represented countries, irrespective of their income level, with the exception of the poorest countries 
with the lowest shares. This transfer of power must also go hand in hand with a more equitable sharing of 
the responsibilities incumbent upon all of the institution’s major shareholders. It is indeed inconceivable 
that the same small group of shareholders, particularly the Europeans, should continue to shoulder 
responsibility for IDA, while their voting rights are being reduced as a consequence of their diminished 
economic weight.  
 
The World Bank must also lead the way when it comes to best practices and international standards.  
 
As a public international institution, the World Bank has an obligation to exhibit exemplary behavior in 
three areas. First, in its relations with non-cooperative jurisdictions, in order to help strengthen the 
financial system. The World Bank has already heightened its due diligence framework, yet it still has to 
reform a number of financial and tax optimization practices –as regards both investments and operations-, 
based on the classification drawn up by international organizations. Second, with respect to supporting 
efforts to combat tax evasion in developing countries, an effort that lies at the heart of France’s 
commitment to combat tax havens. And, lastly, with regard to compliance with and the promotion of 
environmental and social standards. The World Bank’s operations and the financing that it provides must 
genuinely promote decent work and a modus operandi respectful of men, women, and their environment. 
 
Lastly, the Copenhagen Climate Conference will be held in two months.  
 
We must not waste this opportunity to provide solutions to climate challenge. All countries, especially 
developing countries, will have to face a formidable challenge. The broadest possible mobilization is 
required to protect the global public good that our climate represents. We must all take immediate 
measures to shift to sustainable development, as emphasized in the World Bank’s 2010 World 
Development Report. This will entail the mobilization of all possible financial flows at the national and 
international levels, and our commitment to strengthening the carbon market in order to secure full private 
sector involvement. With the exception of the least developed countries, all countries must share the 
international financial responsibilities with respect to the climate. In addition, this task will require the 
good will of everyone concerned: bilateral and multilateral institutions, both the public and private sectors 
must, without exception, commit to this joint endeavor. However, in order to create a coherent and 
effective architecture that is compatible with such a large number of stakeholders, we must move forward 
with the support of established pillars, particularly the Global Environmental Facility, which has been 
addressing all of the major environmental issues for over twenty years, as well as the key development 
institutions, with the World Bank foremost among them. The extent of the Bank's involvement is crucial: 
after having served as a pioneer in carbon finance, developed a specific strategy, and put considerable 
energy in integrating climate issues into the development agenda, the World Bank must continue its 
efforts, undertake to reduce its carbon footprint, and strengthen the coherence of its work with all existing 
instruments. A commitment to coordination around these principles and lines of action will be required, 
and there is no doubt that we will all strive to sustain it. 
 
Last I commend the World Bank for the establishment of the Center for Mediterranean integration, a 
multi-partner and cooperative structure, at the heart of its strategic pillar on the Arab world, that seeks to 
promote the convergence of sustainable development policies of the regions’  embers. 
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Statement by Mr. Jean-Daniel Gerber, State Secretary, Federal Department of Economic Affairs, 
Switzerland11 
 
Since summer some encouraging signs of stabilization and recovery from the global crisis are emerging in 
a number of middle-income and OECD countries; they will further consolidate in the coming months. 
However, the unprecedented global turmoil over the past year has impacted severely on the developing 
world. 
 
Developing and transition economies, while demonstrating remarkable resilience in the early phase of the 
crisis, are indeed seriously affected due to a massive reduction in exports, foreign direct investments, 
remittances and access to capital. The achievements of the past decade in the fight against poverty may be 
at stake in many low and middle income countries. 
 
The current crisis is symptomatic of the challenges of our modern, interdependent and globalized world. 
Its multiple dimensions and consequences illustrate the limits of individual action by nations. More than 
ever, a strong multilateral system is needed to mobilize political will, international cooperation, resources 
and capacities to deal with the threats to the global commons. In this respect, today’s agenda is most 
timely, and progress on all fronts is required. By the end of these Annual Meetings, we must send a strong 
message to the world: a reminder of the primacy of multilateralism to face the threats resulting from the 
current crisis and to reinvigorate efforts towards the Millennium Development Goals. 
 
Responding to the Crisis and Beyond: Review of WBG Financial Capacity  
 
In the extremely challenging context of the crisis, the WBG’s preparedness and response capacity have 
been seriously tested – and the Bank passed the test. Indeed, the crisis generated many demands for WBG 
advisory and financial support by a long list of affected member countries. It is reassuring to note that, as 
a result of prudent and sound management of its resources in the recent years, this institution has been 
able to face squarely the threats and to deliver rapid, flexible and historically high level of assistance to 
developing countries, without weakening its financial viability and AAA-rating. This reflects positively 
on the quality and effectiveness of its current internal governance, and we take this opportunity to thank 
WBG staff and management, as well as the Board of Executive Directors, for their commitment and hard 
work. 
 
At the 2009 DC Spring Meetings, we confirmed our support for “making optimal use of IBRD’s balance 
sheet with lending of up to USD 100 billion over three years”. Given the possibility of a slow recovery 
and the potential need to deploy additional resources, we also asked the WBG to “review the financial 
capacity, including the capital adequacy of IBRD and IFC” for “further consideration at the 2009 Annual 
Meetings.” We welcome the substantive preparatory work undertaken since then by Management and the 
Board.   
 
We wish first to acknowledge their joint and thorough fiduciary reviews and actions in recent month to 
sustain strict discipline in the management of the administrative budgets, to get the release of unused 
USD 2 billion National Currency Paid-In Capital, to review the IBRD loan price policy to account for 
different maturity in loans, and to increase by 20 basis point the IBRD loans to ensure a sustainable full 
cost coverage. These are significant steps that all contribute to strengthen significantly WBG financial 
capacity. 

                                                 
11  On behalf of Azerbaijan, Kyrgyz Republic, Poland, Serbia, Switzerland, Tajikistan, Turkmenistan and 
Uzbekistan. 
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This being said, many uncertainties remain as to the further development and impact of the crisis in the 
developing world. We therefore need to ensure adequate financial capacity of the WBG to face a possibly 
prolonged recession, particularly in the low-income countries. Moreover, we believe also that now is the 
time for the WBG to clarify and shape its future role and contribution to the development agenda, beyond 
the crisis.  
 
We have analyzed the submitted capital adequacy reviews of both IBRD and IFC, and we would like to 
comment as follows: 
 

(a) Management, in close consultation with the Board, should formulate as a matter of high priority a 
comprehensive but succinct strategic framework that provides the necessary vision and direction to 
inform the forward-looking decisions expected from the Governors. In this regard we welcome the 
elaboration of a set of four key drivers to guide WBG future, i.e. (1) traditional and innovative 
development finance; (2) knowledge products; (3) scaling up the Global Public Goods Agenda; (4) 
responding to future crisis. This represents a first useful step that should be refined to fully inform 
the future orientation of this institution beyond the crisis and the linkage with the corresponding 
financial capacity. Such a strategic framework also has to address the Bank's comparative 
advantages - it is not the only provider of finance and know-how - , its capacity to deliver scaled-up 
programs without compromising the quality of its lending operations, and the capacity of the clients 
to implement effectively such programs and to service the corresponding debts. 
 

(b) More attention should be given to the situation of the low-income countries. While appreciating the 
announced review of IBRD enclave lending policy to IDA countries, the sustained IFC and IBRD 
transfers to IDA despite the crisis, and some progress in implementation of the Vulnerability 
Framework for LICs, we consider that more concrete steps are now needed to move this agenda 
forward and to better take into consideration the forthcoming IDA-16 replenishment in the analysis 
of the overall discussion on WBG financial capacity and capital adequacy. We acknowledge the 
Bank’s proposal to establish a Crisis Response Facility and ask to use the opportunity of the IDA 15 
Mid-Term Review to analyze and discuss the benefits and constraints of such a facility.     

 
(c) The Selective Capital Increases at IBRD and IFC that may result from the Voice & Participation 

agenda should be fully – even if tentatively – factored in the analysis of any need to strengthen the 
capital basis. The volume of such SCIs, but also the share of “paid-in capital” would be directly 
relevant to the decision making process by the Governors. We call on the Bank to fully consider 
these elements in the work ahead, with the view to providing a comprehensive basis to consider 
options necessary to strengthen the long-term financial sustainability of the WBG.  

 
(d) Finally on IFC capital adequacy, we acknowledge the very responsive, responsible and innovative 

approaches implemented by IFC to face the crisis. We note that the level of commitments in FY09 
represents a volume which is triple of what IFC delivered just a few years ago. A medium-term 
USD 12 billion level of commitment could be quite significant if IFC sustains its current efforts to 
leverage significant additional external resources. We therefore expect more in-depth review of 
different scenarios regarding IFC growth path, that are realistic and sustainable. To this end a more 
detailed analysis of the priorities beyond the countercyclical role of the corporation, are necessary, 
particularly to avoid a crowding out of the private sector once the crisis is over. 
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Voice and Participation Reform in the World Bank Group 
 
We welcome the update on progress to date on the first phase of the Voice and Participation reform 
process, as well as the proposals for discussion under the second phase. This work is an essential 
contribution that should facilitate progress towards a consensus on the enhancement of the voice and 
participation of developing and transition countries (DTC) in the decision making at the World Bank 
Group, and an agreement at the 2010 Spring Meetings. 

 
Last April we supported the adoption of a comprehensive package of options for reform divided in two 
phases. The outcome and achievements under Phase 1 were significant, and we are pleased that the 
resulting amendment of the IBRD Articles of Agreement has been approved by a majority of members. 
We now look forward to the rapid completion of the remaining requirements for the amendment to 
become effective at the earliest. 
 
With respect to Phase 2 we appreciate the substantial work undertaken by Staff and the Board to provide a 
comprehensive review of the various options. We endorse the proposal to adopt Spring 2010 as the target 
for an agreement on the IFC Voice Reform process. We also endorse the proposals to enhance the IDA 
Voice Reform process and we support the call on Part II members to continue to take up their allocated 
IDA subscriptions. To facilitate this process for IDA-only countries, Switzerland intends to participate at 
the Bank’s Trust Fund, established to this effect, with a contribution of USD 1.2 million. For consistency 
purposes we agree to use the same DTF classification in the two phases but wish to underline that a 
revision should be undertaken in the future IBRD shareholding review and that we do not endorse the 
notion of “blocks” within the Bank’s governance structure. 
 
As regards the proposals for the IBRD shareholding review and realignment, we reaffirm our 
commitment to a process aimed at considering the evolving weight of all members in the world economy 
and other criteria consistent with the Bank’s development mandate as the basis for such realignment. 
Solid principles and criteria will be required in this regard, to provide a robust benchmark for measuring 
members’ severe under-representation and for fostering agreement in 2010 on a Selective Capital 
Increase. 
 
With respect to measuring economic weight, we hence believe that the IMF actual quotas or elements of 
its underlying formula should be used as a reference for IBRD shareholding. To reflect on the Bank’s 
development mandate and the need to ensure long term financial sustainability of the institution, a 
significant weight should be given to countries’ demonstrated track record on the last three IDA 
replenishments, on a burden share basis. Providing the right incentive for future contributions to IDA will 
also be important, and we are prepared to consider modalities to reflect on clients’ engagement as well, in 
particular for smaller members. 
 
We are convinced that the rigorous application of these criteria will provide a solid and sustainable basis 
for regularly reviewing IBRD shareholding at five years intervals. The review process will permit to take 
stock of evolving country situations and related classification, as well as of the dynamic move towards 
equitable voting power between developed and developing countries. In the meantime principles and 
criteria have to be developed and approved in 2010. We would  however be prepared to join a consensus 
on considering a shift of voting power, in the order of 3 %, in addition to the 1.46 % increase under Phase 
1, subject to confirmation that the “non-dilution principle for each and all DTC members” is not applied 
and to clearly defined criteria and principles. We would also be ready to consider additional measures to 
protect the progress achieved under Phase 1 for the low-income countries. 
 
Finally, with respect to governance reforms we recall our agreement during the last Annual Meetings in 
2008 concerning the selection process for the Bank’s President and the 25th Chair for Sub-Saharan Africa. 
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Internal governance in the World Bank Group is “work in progress” with its own pace, in view of the 
inherent and legitimate sensitivities, and we fully appreciate the Board’s essential role and substantial 
work in this respect. We look forward to reviewing progress in this important area for the Bank’s 
effectiveness and oversight during our next Spring Meeting.  
 
Development and Climate Change  
 
The poorest countries will suffer most from global warming. We therefore welcome the continued efforts 
of the WBG to integrate the climate change dimension in its core mandate of development and poverty 
reduction. In this regard, we recognize the great value of the just released World Development Report 
2010 on Climate Change and Development, as a further significant contribution of the WBG to inform the 
international debate.  
 
While acknowledging the primacy of the UNFCCC process and ensuring consistency with the 
recommendations of the Bali Action Plan, the WBG rightly focuses on its comparative advantages, 
partnering with other multilateral and bilateral actors and mobilizing the private sector. We welcome the 
multi-sector dimension of its approach which includes energy, agriculture, land use, rural development as 
well as water management and use. We appreciate the renewed commitment of the WBG to the regional 
water and energy development in Central Asia, which Switzerland supports in various ways. 
 
In view of the huge financing needs for mitigating and adapting to climate change, we support the Bank 
Group’s efforts to mobilize and leverage resources from the public and private sector. Creating sound 
regulatory frameworks and structuring innovative instruments to crowd in private sector investments is 
critical; we are convinced that the Bank Group has a key role to play in this respect. We consider “carbon 
finance” as an important funding instrument for addressing climate change challenges; the WBG’s 
initiatives to deepen carbon markets and broaden their reach to areas like forestry are most welcome. The 
new Climate Investment Funds are another significant channel to scale up resources. We commend the 
Bank for its instrumental role in setting up the CIFs. We are looking forward to the implementation of all 
CIF funds. Switzerland is participating in the Strategic Climate Fund and is committed to contribute to the 
‘Scaling-up Renewable Energy Program’ in low-income countries. 
 
The Bank Group has to significantly step up its support to renewable energies and ensure that investments 
in renewables are considered as of high priority. Yet, to meet energy demand, recourse to fossil fuels 
remains necessary in developed as much as in developing countries; we acknowledge the role of the Bank 
in upgrading existing fossil-fueled power plants through technology transfer to reduce the green house gas 
emissions ; the Bank should set thresholds for emissions reductions as a criterion for investing in such 
projects. 
 
Carbon accounting and carbon shadow pricing are important methodological tools to better understand 
and address climate-related challenges. We fully support the work of the Bank Group to develop such 
tools. We also encourage the Bank to engage more actively in facilitating and accelerating R&D and 
technology transfer. 
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Statement by Mr. Guido Mantega, Minister of Finance, Brazil12 
 
 
Supporting Global Development through the Crisis and Beyond 
 
The worst of the financial crisis may well be behind us, but we still have a long way before we can 
declare victory. The sharp economic contraction has had painful effects in developed countries. However, 
in most developing countries the impact is catastrophic. Declining growth rates combined with high levels 
of initial poverty leave many households in developing countries much more vulnerable to the effects of 
the crisis.  
 
The international response to the crisis in the form of concerted efforts of both developed and developing 
countries and stepped-up support from international financial institutions needs to be sustained. Only 
through consistent and broad-based countercyclical policies will we be able to weather this crisis and 
move the global economy to an inclusive and sustainable growth path. 
 
Some developing countries have been at the forefront of public policy actions to stimulate aggregate 
demand. Those that were less constrained by either fiscal space or foreign exchange reserves, before the 
crisis, were able to implement counter-cyclical policies with greater ease. These developing countries 
have been helping the world economy absorb the impact of the deterioration of trade, credit flows and 
demand. These new poles of growth are contributing to boosting the global economy. It is now time to 
increase their voice in the discussions that will shape the future international financial architecture. 
 
Access to credit is now our most pressing challenge. It is a critical issue for most developing countries, 
particularly the poorest. The financing gap of developing countries will remain large for many years and 
is estimated between $350 billion and $635 billion for 2009 alone. Figures for 2010 could even be worse. 
Private capital will be scarce and conditions will be tighter than before the crisis. Fewer developing 
countries will be able to rely on capital markets as a major source of financing. In most cases, external 
financing needs will have to be met essentially through public finance sources whether bilateral or 
multilateral. 
 
The World Bank Group is well-positioned to play a critical role in this new landscape. However, the 
institution can only be effective and relevant if we strengthen its legitimacy and financial capacity. We 
need to decide whether we want the Bank to move to business as usual once the crisis is over or if we 
want to take advantage of the political momentum to raise this institution to a higher level of 
effectiveness. 
 
So far the World Bank Group has responded to the crisis mainly by stretching the use of existing capital. 
IBRD tripled its lending in one year.  IFC has leveraged its resources. IDA, on its part, has fast-tracked its 
operations. If we continue with the pace of demand in loans, we will reach the limit of what this 
institution can lend. Actually, some countries within our Constituency are already reaching their 
borrowing limits given the current capital constraints. This reality makes them questioning their mid-term 
relationship with the Bank, and particularly the traditional lending and partnering role that this institution 
has been playing for their development.  
 

                                                 
12  On behalf of Brazil, Colombia, Dominican Republic, Ecuador, Haiti, Panama, Philippines, Suriname and 
Trinidad and Tobago. 
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The notion that after FY12 the Bank could return to its pre-level lending volumes is not acceptable. It 
would be incompatible with our commitment to promote an inclusive and sustainable globalization. First, 
we know little about how long it will take to recover and how the “new normal economy” will look like. 
Second, we know for sure that there are pressing challenges ahead of us that will require more global 
coordination and cooperation in the provision of finance for development.  
 
Challenges like poverty eradication and climate change can only be addressed by cooperating at a truly 
global scale. The global public goods agenda will require the mobilization of financial resources at larger 
levels than are currently envisaged.  
 
In the post-crisis phase, we will need a bigger World Bank, not a smaller one. We will need an institution 
capable of working together also with stronger regional development banks. 
 
In our last meeting, we asked for a review of the financial capacity of the World Bank Group. We now 
have concrete proposals on the basis of which we should arrive at a decision very quickly. We should 
focus our work on deciding on the next steps of a package that was already started by the developing 
countries by accepting an IBRD price increase. Theses next steps should include a selective capital 
increase, linked to the voice reform, followed by a general capital increase.  
 
Since a capital increase involves a lengthy process, we need to agree now on a timetable that leads us to 
such agreement. We are prepared to set the next Spring Meeting as our deadline for a decision that truly 
strengthens the Bank both in terms of its capital base and legitimacy. 
 
Enhancing Voice and Participation of Developing and Transition Countries in the World Bank Group: 
Phase 2 
 
The main governance problem, which severely undermines the legitimacy and the effectiveness of the 
World Bank Group is the unfair distribution of shares and voting power. We need to redress now the 
democratic deficit in voice and representation of developing countries.  
 
Developing countries account today for a larger role in the world economy. Developing countries also 
shoulder the World Bank Group through their long-standing engagement. These two elements strengthen 
the case for equitable voting power. 
 
There are two political issues to be defined here simultaneously: the target shift and the criteria for 
shareholding realignment. To meet the April 2010 deadline for an agreement on the voice reform, it is 
critical that we agree on both issues before we move forward on other aspects of the reform. 
 
A target for the shift of the order of 6% in the World Bank Group would be significant, moving us 
towards an equitable distribution of voting power between DTCs and developed countries, and aligning 
DTC voting power roughly to their share in world GDP. Starting from the floor of a 3% shift set up by the 
G-20 Leaders in Pittsburgh, we should strive for an ambitious goal worthy of our hopes for the World 
Bank aiming at the range of 6%.  
 
Once a target shift is agreed, economic weight should be the basis for shareholding realignment. We 
should measure it through a GDP blend. IMF quotas, actual or calculated, cannot provide a proper basis 
for IBRD shareholding. They reflect largely the initial allocations and historical evolution, which the IMF 
is in the process of reviewing.  
 
The mandate of the Fund and the considerations underpinning the quota formula are distinct and different 
from those of the World Bank. Fifty percent of the IMF formula is comprised of openness, variability and 
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reserves, which have little relevance for the Bank. Furthermore, such criteria would be against the goal of 
the reform, since if we take IMF quotas, there are over 110 DTCs that could be considered 
overrepresented and potential candidates for dilution. 
 
Borrowers’ contributions should be recognized for the purposes of shareholding realignment. As a 
financial cooperative, the World Bank Group benefits from the repayments of loans by IBRD clients, 
which have allowed the WBG to build up its reserves and transfer net income to IDA. We need to capture 
this dimension of client engagement into Bank specific criteria for realignment in a simple but not 
simplistic manner. A parallel approach should be used to weighing IDA contributions.  
 
The rationale of the voice reform is to enhance the voice and participation of all developing countries. In 
this context, we support only those proposals that would not deepen the current under-representation of 
those countries or further distort the internal decision-making process within the international financial 
institutions. Consequently, we do not favor any future initiative on governance that may lead to a change 
in the permanent status of or in any other way weaken the Executive Board or the Development 
Committee, which are vital for the accountability, integrity and governance of the World Bank Group. 
 
A key part of the reform is that following the consensus on an open and merit-based process for the 
selection of the heads of the World Bank and the IMF, an explicit political commitment be made 
regarding the forthcoming selection processes in these two institutions.  
 
We stand ready to work constructively to agree on a package that encompasses both the voice reform and 
the financial capacity review. Delivering such a package would provide the international community with 
an invaluable instrument to promote inclusive and sustainable development. 
 
 
Statement by Mr. Salaheddine Mezouar, Minister of Economy and Finance, Kingdom of Morocco13 
 
On behalf of my constituency, I would like to begin by expressing our heartfelt gratitude to the 
Government and people of Turkey, and to the authorities of the city of Istanbul, for their warm welcome 
and the excellent arrangements made to ensure the success of our meetings. 

 
I would also like to thank our Committee for the opportunity provided, in the context of these meetings, 
to discuss issues related, on one hand, to the World Bank’s financial capacity to help member developing 
countries cope with the crisis and, on the other, to strengthening the legitimacy of our institution by 
enhancing the voice and participation of these countries in the World Bank Group. 
 
International Context 
 
This meeting of the Development Committee is taking place at a critical juncture.   In the wake of a 
severe recession, signs of economic recovery in 2010 are emerging in a significant of number of countries 
owing, in particular, to the adoption by governments of emergency measures that made it possible to 
support domestic demand and mitigate the risk of collapse of financial systems. 
 
However, according to the most recent projections, this recovery will be sluggish given the fragility of the 
global financial system and the prevailing uncertainty regarding the capacity of the private sector to take 
the place of the public sector, which will have to phase out its recovery assistance over time.  

                                                 
13  On behalf of Afghanistan, Algeria, Ghana, Iran, Morocco, Pakistan and Tunisia. 
 



 

 63

Consequently, it is imperative to forge ahead with financial sector adjustment and consolidation with a 
view to strengthening the economic recovery, while laying the foundation for improved public finances 
once this economic recovery has been confirmed.  To this end, supervision and the prudential framework 
of the financial system will have to be strengthened, in close collaboration with the oversight authorities.  
 
Economic Recovery Prospects 

 
It must be noted that recent developments notwithstanding, the economic situation in many developing 
countries remains precarious, owing to the effects of the global economic downturn reflected in weaker 
demand for exports, the drop in tourism revenue, the fall in remittances from migrant workers, the marked 
erosion of commodity prices, and the significant decline in foreign investment.  This situation, which for 
many countries has been exacerbated by difficulty obtaining international financing, has led to a 
deterioration of fiscal balances and balance of payments in most developing countries.  
 
Furthermore, even if growth projections for developed countries in 2010 do materialize, economic 
recovery would come much later in many developing countries, the likely scenario being that in most, 
production will remain weak, fiscal and external account pressures will persist, and unemployment levels 
will continue to rise during most of 2010.      
 
Need to Mobilize Additional Resources   

 
Developing countries have, to varying degrees, weathered this crisis.  Although some middle-income 
countries managed to create fiscal space in recent years, which served to blunt the impact of the crisis, 
most developing countries have been hard hit by its effects and, as a result, urgently need additional 
financing, particularly concessional financing, to reduce the impact on the most disadvantaged population 
groups and to support domestic demand, in particular through higher levels of public investment.   
 
For the countries in our constituency, the effects of the crisis have been felt mainly in the real rather than 
the financial sector. Consequently, in the case of my country, Morocco, the recession and the contraction 
of lending in the Euro Zone have impacted exports, tourism revenue, transfers by Moroccans living 
abroad, and foreign investment since the last quarter of 2008.  This situation has led to a current account 
balance of payments deficit and lower foreign exchange reserves.  
 
The Moroccan authorities have established a strategic oversight committee to address this crisis, which 
has facilitated the introduction of measures targeting financing of the economy, job protection, and export 
promotion.   
 
Greater Financing Needs in Low-Income Countries  
 
Unlike the developing countries that are showing signs of recovery, the World Bank estimates that low-
income countries will continue to suffer the effects of the recession.  This situation has led to significant 
budget deficits and a growing need for external resources. What these countries need most is additional 
external resources. 
 
In this regard, we are heartened by the work undertaken by the World Bank, along with its development 
partners, to meet the pressing needs of low-income countries through the establishment of a wide range of 
instruments seeking enhanced efficiency and coverage of social safety nets, support for trade flows, 
greater financing for basic infrastructure and the development of SMEs, and support for the efforts of 
these countries to ensure long-term food security through the adoption of a new approach to agricultural 
development, in particular. 
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We call on the World Bank to make the protection of global public goods one of its central concerns.  In 
this regard and in the area of climate change, mitigation and adaptation measures are urgently needed, 
particularly in those African countries that are most vulnerable to the deadly effects of climate change 
owing to their geographic location, low income, and limited institutional capacity.  
 
Moreover, and in the context of this crisis that is forcing developing countries to mobilize additional 
sources of financing, we call on our institution to undertake actions targeting fulfillment by donor 
countries of the commitments made to scale up official development assistance, which remains a 
prerequisite for growth, poverty reduction, and pursuit of the Millennium Development Goals.  
 
We also call on the international community to better coordinate policies so as to ensure appropriate 
financing for developing trade and to resist the lure of protectionism in the areas of trade and investment.  

 
Evaluation of the World Bank’s Financial Capacity  
 
Faced with the increased need for additional resources, the leaders of the developed and emerging 
countries who gathered for the G-20 meeting last April had called for the capacity of the international 
financial institutions to be increased, so as to enable them to support developing countries grappling with 
balance of payment problems. Furthermore, our Committee had asked the World Bank Group last April to 
conduct an evaluation of our institution’s financial capacity.  
 
We commend the World Bank for the document prepared on this topic and share the view expressed by 
the World Bank on the key role that it must play in providing support to the borrowing member countries 
to help them emerge from the crisis. 
 
The World Bank points out in this document that if there is a sluggish recovery, which is the most likely 
scenario, projections for World Bank commitments for 2009, 2010, and 2011 could be greatly exceeded, 
and the need for additional financing is expected to be US$40 billion.  
 
This need for financing is also substantiated by the necessity to continue implementing the major 
infrastructure projects that have been delayed owing to the crisis and diversify the sources of growth, as 
well as by the critical importance of achieving the MDGs. Moreover, the increased recourse to long-term 
funds from multilateral development banks is expected, owing to the high borrowing costs on the 
international financial market. 
 
We also support the World Bank’s efforts to improve its financial capacity and subscribe to the principle 
of a general capital increase for the World Bank and regional development banks, especially the African 
Development Bank. However, the option of strengthening the World Bank’s capacity by tightening 
financial conditions with respect to long-term maturities should be ruled out.  
 
In this regard, we request that the World Bank ensure that the additional cost of mobilization of financial 
resources on the international market not be passed on in its entirety to the developing countries.  
 

 
Enhancing the Voice and Participation of Developing and Transition Countries in the World Bank Group  
 
The development mission of our institution requires not only increased financial capacity but also greater 
representation by the developing and transition countries (DTCs) in the decision-making process within 
the entities of the World Bank Group. 
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Against this backdrop and with a view to strengthening the legitimacy of our institution, it is, in our view, 
essential to continue implementing the first phase of reforms already under way so as to enhance the 
voice and participation of the DTCs.  
  
We commend the efforts of the Executive Board to reach consensus on the other aspects of the reform, 
namely (i) the review of IBRD membership shares; (ii) the review of voice and participation reform 
within the IFC; (iii) the increase in voting power within IDA; and (iv) institutional reforms, particularly 
internal governance and the effectiveness of the Executive Board, and the process for selecting the 
President of the World Bank. 
 
In our view, the success of this process requires an equitable distribution of voting power between the 
DTCs and the developed countries. We wish to strongly reaffirm that the realignment of this power 
should be achieved, while preserving the gains from the first phase and ensuring that there is no 
unintended dilution of the individual voting power of the DTCs. With respect to the IFC, we believe that 
before initiating voice reform within this institution, it would be prudent to fine-tune the voice reform 
structure within the IBRD. 
 
We commend the efforts of the donor countries to replenish IDA funds to enable the World Bank Group 
to continue to fulfill its development mission, and we encourage the DTCs to make the payments for the 
subscriptions that they took up under previous IDA replenishments. However, we hold the view that 
consideration of IDA replenishments in the realignment of capital shares could run counter to the 
objective of equitable distribution of voting power between the developed countries and the DTCs.  
 
Internal governance of the World Bank’s Executive Board could be reviewed during the discussion of the 
World Bank’s report on improving governance, which is currently being prepared. 
 
 
Statement by Mr. Mansur Muhtar, Minister of Finance, Nigeria14 
 
The global economy still faces considerable risks and challenges. The crisis has and will continue to 
impact on the developing economies. 
 
African economies have been hard hit by the shock wave of the global economic slowdown. The second 
round impact of the crisis on the poorest and smallest countries within the African continent is far worse 
than expected. Even those that initially appeared to be weathering the storm are facing a series of 
challenges. The decline in world trade, commodity prices, financial flows and remittances, in conjunction 
with tight credit conditions, have resulted in weak growth performance, job loses, rising poverty and 
social pressures. Already, the crisis threatens to wipe away the gains that Africa made in the past decade. 
Indications are that most countries in sub-Saharan Africa are not likely to achieve many of the MDGs, as 
they face more challenges, heading towards a development crisis. We note with concern that even if 
global recovery begins to set in 2010, the recovery of our economies may take much longer. In this 
connection, efforts at stimulating the economies, as well as action to promote job creation and safety nets, 
remain critical to ensuring that the remarkable gains of the past decade are preserved. These efforts will 
help the continent return to strong and all-inclusive growth, as well as provide the basis for making in-
roads into poverty reduction. 
 
We note that in response to the crisis, the World Bank Group (WBG) has taken measures, within its 
capacity, to increase its grant and concessional lending by introducing new instruments, fast tracking 

                                                 
14 On behalf of the Africa Group 1 Constituency. 
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implementation, and front loading commitments. In this context, we applaud the Bank for establishing the 
IDA Fast Track Initiative and urge that disbursements should be similarly expedited. While 
commendable, these efforts fall far short of what is needed to quickly respond to such crisis in IDA 
countries. We therefore strongly support the G20 statement and call for the creation of a new crisis 
support facility in IDA to protect low-income countries. In order to sustain IDA’s work going forward, it 
is critically important that steps are taken to augment IDA 15 resources, to enable countries maintain 
priority programs and provide social safety nets for the most vulnerable populations.  Now is the time to 
shift attention to urgent implementation of all commitments in meeting the needs of low-income 
countries, especially in Africa. We therefore call on the WBG and development partners to take concrete 
steps in this direction. 
 
The agreement of the G20 Summit to take new steps to increase access by the world’s poorest nations to 
food, fuel and finance while clamping down on illicit outflows, is applauded. We also welcome the call 
made by the Summit to the World Bank to develop a trust fund to support the new Food Security 
Initiative for low-income countries.   
We look forward to timely implementation of these agreements.  
 
We welcome the timeliness of the report of the review of IBRD and IFC financial capacities. We note that 
in the event of a prolonged global recession, the financial capacity of both IBRD and the IFC may come 
under pressure. Developing economies are facing difficult financial situations, culminating in reduced 
abilities to finance critical programs that are germane to enhancing their growth potential. At the same 
time, these countries are at a relatively disadvantaged position in accessing the international capital 
market in view of increased demand for funding by the developed economies. It is therefore important 
that timely action be taken to safeguard the financial capacities of both IBRD and IFC in order to sustain 
scaled up assistance to client countries. While steps are being taken to address the future financial 
capacity of both organizations, it is critically important to honor previous commitments to IDA.  We also 
hope that a stronger capital base will facilitate IBRD’s enclave lending to IDA countries. Also, there 
should be enhanced focus in making financing available to fragile and conflict affected countries that are 
worst-hit by the crisis.  
 
We are appreciative of the gains made under the first phase of the voice and representation reform. We 
are working towards speedy actualization of the reconfiguration exercise in respect of the sub-Saharan 
African chairs. Some of our countries are also taking up their IDA subscriptions and many others have 
expressed interest to benefit from the Voice Trust Fund. The support made available through the Fund by 
France, Norway and Sweden is very much appreciated. 
 
We welcome the progress made to date on the second phase of the on-going voice reform in the World 
Bank Group and hope we will all continue to exhibit the much needed political leadership, compromise 
and understanding that will enable us reach some meaningful outcome by the 2010 Spring Meetings. We 
must therefore remain focused on the common goal – that of enhancing the global legitimacy of the WBG 
by ensuring fair representation and inclusiveness in the governance of the group.  
 
Towards that end, we believe it is important to give due cognizance to fast growing economies and 
thereby enabling them take on new global roles and responsibilities. We equally remain convinced that 
this must be done without further weakening, in any way, the position of already disadvantaged low-
income countries. This twin objective must be achieved in order to strengthen partnership between the 
WBG and all its members. In the light of the foregoing, we call on the shareholders not to waver in their 
commitment to protect and strengthen the voice of those that need it most.  
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Statement by Mr. Pranab Mukherjee, Minister of Finance, India15 
 
Global Economic Scenario – The Ongoing Economic Crisis 
 
Our meeting in Istanbul takes place in an atmosphere which is far more hopeful than it was a year ago 
when the financial and economic crisis had just begun. The crisis has not only been enormous in scale but 
has generated an extraordinary response from most major economies. The coordination and cooperation 
we have been able to demonstrate at the political level has generated hope that we can overcome the crisis 
and turn the corner. The stimulus packages, unprecedented in their size, have had a beneficial impact and 
we see signs of stability and a general uptrend in many quarters. Industrial production, trade and 
economic growth have recovered in many countries. Green shoots are discernible over the horizon for 
many. However, it is important to be cautious at this juncture. 
 
While the optimism is justified, we must realize that the economic crisis has not yet run its full course. 
The crisis continues and though the acute phase may be over, its adverse impacts are going to linger on 
for many years to come. While the first order effects were limited to the financial sector and many 
developing countries remained relatively unscathed, the second order effects on the real sector have had 
damaging consequences. The loss in industrial production, remittances, trade and consequently, economic 
growth, has pushed over 90 million people into poverty as per the Bank’s own estimates. It must be 
remembered that this estimate has been constantly rising and we are not sure that we have reached the 
upper limit. In the seven years before the crisis, the GDP of the developing countries grew at an average 
of 6.5 per cent per year. In 2009 it will grow by only 1.5 per cent, implying a fall in real per capita 
income. Of course, experience varies across countries. Countries in Asia have generally fared much 
better. Countries in sub-Saharan Africa and in many other regions have been very badly hit.  
 
While developing country governments are trying to battle the crisis through stimulus packages and other 
relief measures, they face fiscal constraints in maintaining their investments in education, health and 
infrastructure. The fight against poverty, illiteracy and disease has suffered a serious setback and the 
timely achievement of MDGs has been jeopardized. As major economies unwind their stimulus packages 
and bring budgets back into balance, this would reduce stimulus driven growth impulses. It is likely that 
we will experience a weak recovery which is unevenly distributed, with a continuing severe impact on the 
poor and marginalized.  
 
Changed External Financing Scenario 
 
An important change that has taken place is the decline in the availability of external financing for 
developing countries. The crisis has completely transformed the financial landscape. While much of it is 
for the common good, the implications for developing countries are serious. One long lasting impact of 
the crisis is that we have probably moved to a new world of higher cost capital for investment in 
developing countries. Bank consolidation and capital requirements have seen a scaling back in private 
lending to developing countries. This has been coupled with a dramatic rise in interest rate spreads for 
emerging market loans. FDI flows have almost halved and are unlikely to recover to pre-crisis levels for 
some time. Developing countries are faced with an external financing gap of between $ 300-600 billion. 
Foreign exchange reserves have been drawn down to meet some of this gap. The higher cost of capital 
acts as a drag on growth and could cut growth by 1-2%.  
 

                                                 
15  On behalf of Bangladesh, Bhutan, India and Sri Lanka. 
 



 

 68

Developing countries are caught in a pincer. At a time when they need additional resources for essential 
investments in physical and social infrastructure, they are faced with rising investment costs and reduced 
flows. This is the right opportunity for the World Bank Group to fulfill its mandated role and step in to fill 
as much of the gap as possible. This should be its finest hour. 

 
And the Bank has certainly risen to the challenge. It has been innovative in creating new instruments, 
lending windows, fast-track procedures and mobilizing additional resources. We applaud the Bank’s 
response to the crisis so far. IBRD commitments rose last year by a record 144% to $ 33 billion, a historic 
high for any single year. We are heartened that they are going to be even higher this year. The President 
has repeatedly asserted the readiness of the Bank to help countries tide over the crisis. IFC has been 
particularly innovative in rising to the challenge and also needs our appreciation. The steps taken so far 
and more in the pipeline will certainly mitigate some of the adverse effects of the crisis. However, much 
more needs to be done. 
 
Capital Adequacy 
 
The demand for World Bank assistance is a pointer to the future and we need to draw the right 
conclusions. What we are experiencing is not a one-time jump in demand for Bank assistance but rather, a 
change in the long term trend. It is true that a few years ago, the Bank was faced with declining demand 
for assistance. This was in the context of an external sector where credit was cheap and easy to get and 
where FDI flows were rising rapidly. It was natural that Bank assistance was relatively less attractive.  
 
However, the external financial sector has changed substantially to conclude that the trend has changed. 
The new world of higher cost capital for investment in developing countries would mean that they would 
now need a reliable lender who would be able to provide adequate financial resources at a stable, cheaper 
rate. This is precisely the role for which the Bank was set up. Therefore, it is our firm conviction that 
demand for World Bank assistance would continue to rise for many years to come. We need to plan for 
that scenario rather than hope that the situation will revert to pre-crisis levels. The financial world has 
changed and the Bank needs to change its lending projections to meet the new demands on its resources. 
 
Facts speak for themselves. The demand for IBRD loans has been far in excess of projections made even 
a year ago. The President had asserted that it would lend $ 100 billion over three years. However, demand 
seems to be outstripping IBRD’s financial capacity rapidly. By IBRD’s own estimates, under a 
conservative “Expected Scenario”, total commitments would cross $ 136 bn in four years. In a prolonged 
recession, demand could go higher. Actual figures seem to be inching even higher than expected. 
Therefore, IBRD needs to plan for at least the expected scenario. 
 
The other aspect is the steady state lending level IBRD should aim for in a post-crisis situation. Given the 
changed external financial realities, the external financing gap for developing countries will continue to 
be high, even after the crisis. Governments will continue to face deficits, infrastructure projects that have 
been delayed would need to be completed and social sector investments would need to be maintained. 
These factors will ensure that there is substantial demand for World Bank Group services for many years 
to come. The drivers identified in the paper give rise to the same conclusion. Hence, IBRD should plan 
for a lending level which is significantly higher than the pre-crisis levels. Against an annual average 
lending of $ 12-13 billion in pre-crisis years, we believe that IBRD should target between $ 15-20 bn per 
annum.  

 
This is a challenge and an opportunity for the Bank. The Bank should contribute to the solution – but 
needs to be strong enough to contribute. A weakened Bank would not be able to be part of the solution. 
We are concerned that the current capital position of the Bank may not be able to sustain this level of 
lending. We feel that there is a strong case for a capital increase at IBRD and the case could not be better 
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made in the document. There is an equity gap facing IBRD. Some measures have already been taken to 
bridge the gap. Borrowers have already shared the burden by bearing a loan price increase. It would be 
unfair and self – defeating to ask them to bear more through another loan price increase. It is time for 
shareholders to do their bit by supporting a capital increase. This needs to be tied up with Voice reform as 
well.  
 
The way we see it, the choice before us is simple – do we want the Bank to continue to play a lead role in 
eradicating poverty and fostering development globally, or do we want it to slide into irrelevance and be 
marginalized. The relevance of the Bank’s mandate is as real as it was in the 1950s, 60s and 70s, in fact, 
more so. The Bank has come to occupy a unique position in the multilateral system. It has become the 
repository of an exceptional and irreplaceable collection of knowledge, data and expertise in 
development. Today, in the midst of perhaps the worst crisis since the Bank’s inception, its storehouse of 
knowledge and resources is desperately needed. We have to strengthen the hands of the Bank if we are to 
remain sincere in our commitment to eradicating poverty. And to those who see an IBRD-IDA trade-off, 
they may note that 70% of the world’s poor live in middle income countries which are IBRD clients. It is 
these countries which will provide the next growth impetus. The least we can do at this stage is to agree to 
supporting a capital increase for IBRD. Let not future generations say that we failed when had chance to 
make a difference. 
 
IFC’s position is no better. It is already in a capital constrained situation, unable to counter the decline in 
private capital flows. Although IFC has been innovative in raising resources, innovation has its limits. We 
need a strong IFC in the years to come to fill the fall in private flows. Projections show that even at a 
modest growth rate, IFC will need capital. Let us also agree to support a capital increase for IFC.  
 
Voice & Participation  
 
Voice and participation of DTCs in the governance of the Bank is important from many perspectives. 
DTCs are the customers of the Bank. The Bank’s entire effort to eliminate poverty is played out in DTCs. 
As partners in the process, they need to have adequate voice in the way this institution is run. This will 
make the Bank a more responsive, credible and relevant organization which is truly a development 
cooperative. It is only through this transformation that it can continue to play a vital developmental role.  

 
Further, the changing dynamism of the global economy and the evolving weights of developing 
economies need to be reflected in the governance structure of the World Bank. Today, a significant 
portion of incremental global economic growth is being contributed by developing countries who can be 
important drivers of global economic growth in future. This fact needs to be recognized. This is also 
necessary if they have to see a role for the Bank in addressing new challenges in climate change, energy 
and food.  
 
It was with these elements in mind that we embarked on the Voice reform process in 2002 at Monterey. It 
gathered pace after we agreed in Spring 2008 on “the importance of enhancing voice and participation for 
all developing and transition countries in the World Bank Group.”   
 
A year ago, we agreed on two phases of Voice reform. Phase 1 was agreed as the first step of an ongoing 
reform process and which was to be implemented immediately. The other was a commitment to conduct a 
shareholding review for realigning Bank shareholding. The first step enhanced the voice of Sub Saharan 
Africa and gave greater representation to smaller members. But the shift in vote share to DTCs was a 
miniscule 1.4%. It is time for us now to deliver on the promise of Phase 2. 
 
The economic crisis has only accelerated the need to reform the governance structure of the Bank. As 
inter-dependencies between countries have become self-evident, as the impact of the crisis on poor 
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countries has deepened, as the need to work collectively and cooperatively to find solutions has increased, 
the need for Voice reform has become more urgent. We responded to the call of G-20 London Summit by 
accelerating the completion of Phase 2 by a year to Spring 2010. 

 
We need to now deliver on the promise of Phase 2. What then is the expectation. The expectation is a 
significant shift in voting power to DTCs. A significant shift is one which alters the dynamics of 
governance. This is possible only if DTCs achieve parity which requires a shift of 6% in voting power. 
That would truly be transformational. The shift can happen at one go or in stages. But we must reach an 
agreement now on the quantum of shift in Phase 2 and then work out the mechanics of achieving that 
shift. At the end of the day, it is on the size of the vote share shift that the rest of the world will judge the 
success of the Voice reform process. An agreement today will enable our representatives to finalise the 
details of the realignment. 

 
As for the realignment, it should be based on criteria that are specific to the mandate of the Bank. 
Economic weight must be the primary criterion in any methodology. We are clear that we cannot agree to 
any linkage with IMF quotas or outcomes. The reasons are simple. Firstly, we agreed to have a Bank 
specific formula. Therefore, IMF quotas do not reflect our widely differing mandates. The G-20 
Pittsburgh Summit has also “stressed the importance of adopting a dynamic formula at the World Bank 
which primarily reflects countries’ evolving economic weight and the World Bank’s development 
mission”. Secondly, IMF quotas are the result of a formula which has many variables which are of no 
relevance to the Bank’s activities – foreign exchange reserves, current payments/ receipts and variability. 
Thirdly, we have moved away from parallelism with the IMF two decades ago. That was necessary. We 
should not attempt to restore it. Lastly, there is a practical issue as well. IMF has just begun a quota 
realignment process which will end in 2011. We cannot have as a basis an IMF quota share which is itself 
going to change in a year’s time. Therefore, we should put an end to all discussion on using IMF quotas 
in the Bank’s Voice reform process. 

 
We should focus on GDP and its blends as the basis for measuring economic weight. The IMF has used a 
60:40 GDP Market Rate – PPP blend in the context of its own work. That is not replicable for the Bank. 
For the Bank, where the focus is on economic development and poverty eradication, we believe that GDP 
at PPP is the most relevant measure for capturing the effect of Bank’s activities. We feel that any blend 
should be overwhelmingly weighted in favour of GDP-PPP. 

 
We also feel that other criteria are subsidiary and the primary outcome of realignment should result from 
economic weight criteria. Therefore, any boosters for IDA should be used to reallocate shares among 
Developed Countries without affecting DTC vote share. If borrower contributions are to be taken into 
account, we need a differentiated approach. Boosters could also be used for anamolous outcomes. 

 
As we see it, Phase 1 and Phase 2 are two steps in the same process. In an ideal world, all the decisions 
should have been taken at one go.  However, in order to ensure that the benefits of the Voice reform 
process to smaller countries and to Sub Saharan Africa are not delayed, we collectively agreed to fast 
tracking some steps under Phase 1. We now need to focus on the remaining unresolved issue, i.e., share 
realignment in favour of DTCs. We would like to make it clear that issues settled in Phase 1 should not be 
reopened. However, we feel that the gains of Phase 1 should be preserved. This may require measures to 
ring-fence the vote share of small countries. We can look at alternative ways of doing so.  
 
We need an ambitious outcome from the Voice reform process. By doing so, we will strengthen the Bank 
as a whole and make it an important multilateral instrument for winning the war against poverty, 
illiteracy, hunger and disease.  
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Statement by Mr. Didier Reynders, Deputy Prime Minister and Minister of Finance, Belgium16 
 
We find ourselves at a critical juncture where far reaching decisions have to be shaped. The complexity of 
the issues that are debated render the processes protracted and the decisions difficult to reach, but we are 
making progress. It is nevertheless important that these decisions be taken in this forum which offers to 
all shareholders the guarantee that the process will be transparent, cooperative and inclusive and ensures 
that everybody’s voice will be heard. 
 
Review of IBRD and IFC Financial Capacities 
 
IBRD Financial Capacity 
 
In its Spring 2009 Communiqué, the Development Committee confirmed its support for making optimal 
use of IBRD’s balance sheet with lending of up to $100 billion over three years.  
 
The Bank has done a remarkable job in responding to the needs of its clients. By doing so, it has stretched 
its balance sheet to a point where future lending will become constrained.  
 
The timid recovery that we are witnessing might not be robust enough to generate the private flows that 
are needed to fill the large gap in external financing that the crisis has created. The financial needs of 
developing and transition countries are expected to remain significant during the next decade. So, the 
current state of the global economy and short- and mid-term prospects call for a continued engagement of 
the World Bank Group in addressing the challenges arising from the persistent inadequacy of private and 
public aid flows. Our commitment to achieve the Millennium Development Goals and to pursue the 
eradication of poverty beyond 2015 in both middle-income and low-income countries will require a 
significant extension of the Bank’s financial capacity. We take note of the measures that Bank 
management and the Board have already taken to stretch the use of the existing capital.  
 
We believe that Management should continue to encourage the relevant shareholders to release their 
national currency paid-in capital. 
 
We supported the introduction of a 20-basis-point general loan price increase as a contribution to stabilize 
the IBRD’s capital position. We would nevertheless advise against any further price increases as they 
could have a potential adverse impact on clients’ endeavors to cope with the negative social impacts of 
the crisis.  
 
It is likely that the ongoing Voice discussion will result in a selective capital increase, allowing middle-
income developing and transition countries to increase their share and responsibility commensurately with 
their new weight in the global economy. This should improve the institution`s capital position as long of 
course as all reassigned shares contain a paid-in element and as long as all reallocated shares are 
subscribed to. 
 
We also acknowledge that all these measures may not be sufficient to give to the Bank the financial 
capacity it may require to remain relevant in the case of a prolonged crisis scenario and we acknowledge 
Bank Management’s assessment that a General Capital Increase is the most direct and effective way to 
enhance IBRD’s capital position and financial capacity in order to meet the prospective demand.  

                                                 
16  On behalf of Austria, Belarus, Belgium, Czech Republic, Hungary, Kazakhstan, Luxembourg, Slovakia, Slovenia 
and Turkey. 
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Before reaching our own decision on the need for a General Capital Increase, we would nevertheless 
require further analytical assessments of the specific post-crisis demand for the Bank resources and 
services, as well as a demonstration of the Bank’s clear comparative advantage over other international 
financial and development institutions within the framework of a renewed coordination and division of 
labor with these institutions. We wonder whether the six strategic themes should not be adjusted but we 
also wonder whether their adjustment at the margin would be sufficient to be a stepping stone to a post-
crisis strategy. Since other international financial and development institutions will soon benefit from a 
significant increase in their resources we have to define more clearly the niche within which the Bank 
may have to operate. In this respect, we clearly see a role for the Bank in the provision of public goods 
and a necessity to reflect on the institutional arrangements it requires. We therefore consider the 
discussion of this issue as the first step of a reflection process which should culminate in a decision at our 
next meeting in spring next year. 
 
We welcome the identification of the four key drivers which should shape the Bank’s role in the post-
crisis world but we believe that more work has to be done to operationalize them and to make them fit 
into a comprehensive strategy. 
 
We also see the need to develop an accountability framework in which the Bank Group’s performance on 
strategic issues can be adequately tracked so as to ensure the efficient use of the capital provided and to 
reinforce the credibility of arguments put forward in favor of the need for a better capitalized institution. 
 
Decisions made about the allocation of net income should also take into consideration the preservation of 
the Bank’s financial capacity. Therefore, IDA transfers from the net income of the Bank and of the 
International Finance Corporation, which we support in principle, should only be envisaged when 
sufficient net income is available.  
 
IFC Financial Capacity 
 
Turning to the IFC, I commend the innovative approaches and initiatives taken in response to the crisis.  
 
We take note of the fact that the financial performance and the capital adequacy of the Corporation have 
not only been affected by the macro-economic situation but also by the financial market environment. 
 
Given the deterioration of both, the Corporation has registered, in 2009, a negative return on net worth 
and its capital base has come under strain.  
 
We acknowledge the fact that, given its capital constraints, IFC will not have the financial capacity to 
sustain average commitments of about $12.5 billion per year over the FY10-12 period. We note the 
proposals from management to undertake a two-step process: starting with the possibility of raising 
“Hybrid Capital” and then increasing paid-in capital in the range of $1.8 to $2.4 billion. 
 
Just as in the case of IBRD, a numbers of issues have to be clarified before making any final decision on 
the timeliness of a capital increase. Issues such as the desired IFC’s future portfolio growth path and the 
feasibility of the Hybrid Capital proposal deserve a thorough discussion. 
 
Enhancing Voice and Participation of DTCs in the WBG – Phase 2 
 
While much had already been achieved in the first Phase, we agreed to further reflect on IBRD 
shareholding with a view to reaching a situation where the relative weight of developing and transition 
countries in the world economy is better reflected. 
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It is important that this second phase be driven by all the shareholders in order to be objective, fair, 
transparent, and inclusive. In this context, we very much welcome the new broadened format of the 
Development Committee Deputies’ meetings. 
 
We would like to underscore that the wording of the Communiqué of the Meeting we held a year ago 
“moving over time towards equitable voting power between developed and developing countries” remains 
valid and does not require more clarification or qualification. 
 
We are of the opinion that the allocation of voting power among members needs to be envisaged in a 
dynamic rather than a static perspective. For this reason we support a periodic review of members’ 
shareholding with a view to adjusting the voting power of all members. Such review should also include a 
revision of the classification of developing and transition countries. Furthermore, we do not favor an ex 
ante decision on a target figure or range which would be decided independently of the metrics that will be 
chosen for economic weight. Whatever the mechanism for shareholder alignment on which a consensus 
will be reached, the objective should not be limited to a shift in voting power to developing and transition 
countries as a group, but include all underrepresented members. 
 
The relative weight of the members in the world economy should remain the main criteria and, as a point 
of departure, we favor IMF quotas as a reference point for IBRD shareholding. It could be used in 
combination with a GDP blend or a compression factor. We would support the factoring in of past IDA 
contributions as a booster. 
 
While we generally cannot support the principle of non dilution for one category of shareholders, we 
think that a mechanism should be put in place to protect the smallest and poorest countries from further 
erosion over time. This could be achieved through another round of basic votes` increase. 
 
While, on governance issues, we prefer to wait until all the ongoing work on phase 2 has been completed, 
we think that a consensus could be reached at this time on the selection process of the President and 
Senior Management which should be transparent, merit-based, and irrespective of nationality or 
geographic preference. 
 
The Challenge of Low Income Countries  
 
The challenges posed by the global economic crisis to low-income countries deserve special attention. 
Although the banking systems of these countries were integrated into the global financial system to a 
limited extent only, this fact did not insulate a number of them from the fallout of the crisis once it turned 
into a full-fledged economic crisis. Moreover, many of them had already been made fragile by the 
increases in food and energy prices. 
 
Whilst we have to acknowledge that particular low-income countries are impacted in different ways and 
to a much varying extent, the difficulties they are encountering are to be traced in a significant reduction 
in private capital inflows, a stagnation, or even a decrease, of worker’s remittances, and a decrease in 
exports. In this context, we cannot take the risk that progress painstakingly achieved over several decades 
be wiped out in just a few months and that all the efforts made to enable the low-income countries to 
reach as many Millennium Development Goals as possible be annihilated. We therefore strongly support 
the initiatives that the World Bank Group has taken to scale up its efforts to assist this particularly 
vulnerable group of countries while at the same time not jeopardizing their debt situation. We look 
forward to discussing a proposal to establish a Crisis Response Facility at the upcoming IDA-15 Mid-
Term Review. 
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Review of the Debt Sustainability Framework  
 
In order to better enable the low-income countries to access sufficient financing in order to respond to the 
crisis, the G-20 suggested introducing more flexibility within the Bank-Fund Debt Sustainability 
Framework. The application of the Framework has been instrumental in preventing low-income countries 
from falling back into unsustainable debt situations and has demonstrated its usefulness in guiding 
borrowing and lending decisions in these countries. It is also being used as an analytical tool by an 
increasing number of creditors, thereby contributing to an enhanced consistency in lending decisions.  
 
We believe that the Framework already allows for a flexible interpretation of the debt sustainability 
outlook, taking into account country specific circumstances. While we consider it legitimate that the 
Board of Directors agreed to further study  the debt assessment analytical tools, we would caution against 
unduly relaxation of the Framework which would increase the risks for some countries to fall back into 
debt distress further down the road. Given the high financing requirements resulting from the crisis, the 
regular development agenda, and the climate change agenda, there is very little room in national budgets 
for yet another debt initiative. 
 
 
Statement by Mr. Erik Solheim, Minister for the Environment and International Development, 
Norway17 
 
The economic crisis and the developing countries 
 
The global economic and financial crisis has severely hit many fast growing middle income countries, but 
also poor countries. During the last five years, Africa has benefited greatly from strong global economic 
growth. For the first time in decades, Africa has experienced relatively high per capita growth, making 
good progress towards attaining several of the Millennium Development Goals. The financial crisis risks 
putting an end to a period of exceptionally high growth rates, even though we do see early signs of 
recovery in most regions.   
 
To ensure a sustainable long-term recovery, we need to draw on the lessons from responses to past 
economic crises. They teach us that stabilisation policies must include safeguards to protect poor women, 
men and children. We should assist developing countries to retain the fiscal space they need for spending 
on social sectors, such as education and health, in order to create better living conditions for people and to 
improve competitiveness in the long run.  
 
Structural reforms to strengthen pre-conditions for growth and efforts to strengthen good governance 
should neither be put on hold. They are continuously needed in order to diversify economies and diminish 
vulnerabilities to shocks. Restoring confidence in the global financial system and a swift recovery in 
developed countries will also be crucial for poor countries’ return to a high growth path and poverty 
reduction. 
 
It is even more important than before to fight the illicit flow of capital out of developing countries and to 
avoid a new debt crisis. 
 

                                                 
17  On behalf of the Nordic and Baltic countries. 
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This crisis presents us with also an opportunity. Developing countries are part of the global solution. I can 
assure you that the Nordic-Baltic constituency, which is already providing substantial financial resources 
to offset the negative effects of the crisis, is committed to continue supporting multilateral action. 
 
The World Bank Group’s response to the crisis and its financial capacity 
 
Multilateral institutions are playing a key role in providing counter cyclical support in the global 
economic and financial crisis. We commend the IBRD and IFC for their speed, innovation and flexibility 
in responding to the crisis, and IDA for its strong focus on protecting the poorest and most vulnerable. 
We welcome the Fast-Track Facility that has been used extensively by poor countries to counter-act the 
crisis. The World Bank Group‘s combined commitments of USD 60 bn in FY09 is impressive.  
 
The current financing demand warrants a careful analysis of the long-term sustainable level of World 
Bank Group operations. We therefore welcome a thorough needs assessment and a review of the World 
Bank Group’s financial capacity in the context of an evolving global economy and institutional 
architecture, the World Bank Group’s comparative advantages and capacity to respond to new and 
existing challenges. We believe that the need for a capital increase is dependent on many factors 
including the global economic outlook, pricing levels for IBRD and IFC products, the internal transfers 
from IBRD and IFC to IDA and the outcome of the Voice reform which is likely to result in a selective 
capital increase for underrepresented countries. First and foremost the Bank should optimize the use of its 
existing capital base. In addition, all options for securing the financial sustainability of the World Bank 
Group should be put on the table, including a possible temporary or permanent injection of capital from 
shareholders. The Nordic-Baltic constituency is prepared to take all of these options into consideration.  
In practise, we are at crossroads to decide on how to finance the Bank Group’s work in the decade to 
come. One important lesson from the financial crisis resulting from the bursting of the financial bubble is 
that private capital flows to emerging economies and developing countries are inherently very volatile. 
Official flows can serve as an important buffer against such volatility. 
 
We urge the Bank to work effectively in collaboration with the IMF and the regional development banks, 
but also with the UN, to ensure a clear division of labour in line with respective mandates and 
comparative advantages. This is equally significant when discussing the multilateral response to the 
financial and economic crisis as to other global public goods, such as health related issues, fragile 
situations, environment and climate change. We recognize the important role of the World Bank has in 
fighting climate change, and the various initiatives the Bank has taken to this end.  
 
The IDA 15 concluded in a record replenishment through which USD 42 billion are to be allocated to the 
world’s poorest countries over three years. The Nordic Baltic constituency is the fifth largest contributor 
to IDA 15. We look forward to the upcoming Mid Term Review of IDA 15 in November, in which the 
Nordic-Baltic countries will especially follow-up on commitments in the areas of gender, climate change, 
fragile states and aid efficiency. This will be an important stock-taking occasion, preparing us for the IDA 
16 replenishment next year.   
 
Voice and governance reforms of the World Bank 
 
The Nordic Baltic countries are strong supporters of increased voice and representation for developing 
and transition countries in the World Bank. We therefore welcome the significant progress made at last 
year’s Annual Meetings including establishing an additional chair for Africa in the Board and a doubling 
of basic votes. It is important that this package is implemented promptly. 
 
We welcome that the process is moving forward towards reaching agreement by the 2010 Spring 
Meetings. However, we continue to insist that the reform should be based on objective criteria reflecting 
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member countries’ evolving weight in the world economy as well as taking contributions to the World 
Bank Group into account. A shift of voting power should therefore be from over– to underrepresented 
countries. We advocate that, as in the past, the objective formula should be IMF actual quotas and if one 
wants to simplify this, it would not be warranted to move to using only one part of the formula, that of 
GNP/PPP in a 60/40 share. As a minimum it would have to be on a 70/30 basis, if at all, and include the 
compression factor.  
 
The financial crisis has increased the momentum for reform. The second phase of the reform must lead to 
the maintenance of the long-term credibility, legitimacy and financial sustainability of the World Bank 
Group. Therefore it should respect the following principles: 
 
First, for the legitimacy of the reform, it is crucial that the process going forward must be dealt with 
within the governing bodies of the World Bank and all countries should be treated equally in the reform 
by using objective criteria to decide upon countries’ voting shares. 
 
Secondly, it is only natural that the shareholding of fast growing, but currently underrepresented, 
developing and transition countries is increased at the WBG in line with their evolving weight in the 
global economy. We need to move beyond a one-off shift of transfer and recognize that IBRD 
shareholding is to be reviewed periodically. Such growing influence should also come with increasing 
financial responsibilities in the WBG and a possible selective capital increase should therefore also 
include a paid-in part.  
 
Third, IDA contributions should have a significant weight, of at least 20 percent, in the formula. We 
suggest that proven track records of the three last replenishments of IDA should be accounted for. The 
periodic shareholding review every five years will incentivise future contributions to the Bank’s poverty 
reduction mandate. IDA contributions should therefore constitute a large component of the formula. A 
road-map should be developed to include contributions to Trust Funds in the next shareholding review. 
 
Fourth, in line with the reform objectives, we need to protect the voting power of smaller members in the 
institution by further increasing the basic votes.   
 
Fifth, the reform should ensure appropriate representation of all member countries in the governing 
bodies of the Bank Group. We believe that the Bank’s legitimacy benefits from a broad representation of 
rich, poor, small and large countries. Indeed, we think the current governance structure works relatively 
well balancing adequate representation with effectiveness.  
 
Sixth, as stated before we support a merit-based and transparent selection process of the President and 
senior management. Selection of the President and senior management should be based on professional 
criteria, irrespective of nationality or geographic representation.   
 
Finally, all elements of reform should be dealt with together in a package by the 2010 Spring Meetings.  
 
We take note that the G20 leaders have proposed that a dynamic formula should be adopted which 
primarily reflects countries’ evolving economic weight and the World Bank’s development mission, and 
that generates a shift of at least 3 percent increase of voting power for developing and transition countries. 
 
The Nordic Baltic countries have a long tradition of supporting multilateral institutions and solutions, 
both financially and politically. Combined we are the 9th largest economy in the world, one of the largest 
financial contributors to the World Bank, and have comprehensive experience with development 
assistance.  
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A continued generosity of the Nordic Baltic countries requires that we have the possibility to influence 
how the resources that we provide to the Bank are actually used in practise. The Parliaments in our 
countries are no different from those in other countries: there can simply not be “taxation without 
representation”.  
 
 
Statement by Ms. Sri Mulyani Indrawati, Minister of Finance, Indonesia18 
 
Introductory Remarks 
 
The 80th Development Committee meeting takes place amidst some hopeful signals of a global economic 
recovery, but a recovery is not yet certain.  The pace of recovery will vary greatly from one country to the 
next and many uncertainties and fragility remain.  Growth is uneven and unemployment remains high.  
The outcomes of this meeting, therefore, are critical for ensuring shareholders and management of the 
effectiveness and sustainability of World Bank Group (WBG) operation.   
 
Fiscal capacity or foreign exchange reserves are constraining many developing countries, and many are 
not in position to implement and sustain their stimulus measures.  Over the longer term, government 
intervention cannot be expected to sustain global growth. Instead, private demand will be necessary as the 
main driver of growth.  While the lending volume from the WBG is going to be historically high over the 
coming three year period, members’ demand will likely be greater in post-crisis years as the need to make 
up shortfalls may become even more acute. 
 
We commend the WBG on its effort to meet the targets proposed by the G-20 for mitigating the effects of 
the global crisis and in acting upon the need for reform.  In addition to stepping up IBRD and IDA 
lending, we note a number of initiatives have also been implemented proactively and expeditiously in 
response to the crisis including the Global Food Crisis Response Program, the Infrastructure Recovery 
and Assets Platform, the Rapid Social Response, as well as IFC-led initiatives for the private sector.   
 
To ensure the effectiveness of the WBG in meeting future challenges of developing countries and to 
preserve progress on the Millennium Development Goals, it is imperative that the financial capacity of the 
World Bank group remains strong, and is able to help close the financing gap in developing countries. 
 
IBRD Financial Capacity 
 
In addressing the crisis, the WBG had substantial financial capacity to assist member countries.  
However, we note that the depth, breadth and likelihood of a prolonged crisis or slow recovery has 
reached a point where the WBG is experiencing pressure on its capital adequacy and ability to generate 
net income for IDA transfers.  In order to play a critical role in economic growth and poverty reduction, it 
is essential that the WBG remains financially sound. 
 
We note that a number of options have been identified to fill the financial gap that include a Selective 
Capital Increase, a General Capital Increase, and/or further price increases for long maturity loans.  
Among these options, we believe the General Capital Increase is the best option because it would bring 
about fair burden-sharing among member countries with no disruption to their IDA commitment.  
Without the increase in financial capacity, the IDA transfer will likely be disrupted.   

                                                 
18  On behalf of Brunei Darussalam, Fiji, Indonesia, Lao PDR, Malaysia, Myanmar, Nepal, Singapore, Thailand, 
Tonga and Vietnam. 
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It should be noted that it has been more than 20 years since IBRD had a General Capital Increase.  In 
supporting borrowing member countries in poverty reduction efforts and attainment of MDGs, the Bank 
has served its member countries well.  The Bank has also effectively addressed previous economic crises 
in many parts of the world including East Asia and Latin America.  Given the size of projected demand 
associated with the current crisis, the Bank needs a General Capital Increase and we urge members to 
come to an early agreement.   
 
We acknowledge the effort the IFC has taken to strengthen its existing capital by reviewing several 
options, including callable capital and the combination of hybrid capital and paid-in capital to enhance its 
financial capacity.  We feel that IFC’s role will be even more crucial in the post-crisis world as stimulus 
measures are withdrawn and fiscal positions consolidated.   
 
Therefore, there is an increasing role for the private sector to fill this gap.  We urge an early agreement on 
the IFC’s capacity increase.  In this respect, we would like to emphasize the importance of good 
governance in managing scarce resources and to maximize the development effectiveness especially in 
IDA countries. 
 
Enhancing Voice and Participation of Developing and Transition Countries in the World Bank Group 
Phase II  
 
We value the Voice reform initiatives as a holistic move that helps to strengthen the WBG’s long term 
effectiveness in achieving its development mandate, maintaining its financial sustainability, and bringing 
a more balanced view to the Board.  The different dimensions of the voice reform, particularly with 
respect to voice as voting power and shareholding, as effective representation at the Board, and as 
responsiveness to DTC views on development, eventually must enable the institution to safeguard its core 
competency and enhance its ability to be a leader in resolving global development challenges.  
  
At the same time, we urge the WBG to review its engagement with member countries. The form of 
relationship should not only be based on donor-recipient relationship, but a partnership for development. 
We hope that the terms and conditions of the WBG operation should be more flexible and acceptable by 
the member countries.  
 
We endorse the achievements made in first phase of Voice and participation reform in the WBG, and the 
gains achieved in the Phase 1 of reform must not be reversed.  We are concerned that the implementation 
of Phase 1 is not progressing as anticipated.  We urge that actions by member countries be expedited, 
including amendments of the Articles of Association so that the Phase 1 reform can be implemented 
timely and effectively.  We urge IDA countries to subscribe their outstanding shares to realize the 
objectives of Voice reform.  We thank donors for their generosity in helping poorer IDA countries to 
subscribe their outstanding IDA shares. 
   
We note the complexity of the process to achieve equitable voting power between developed countries 
and DTCs demands an enormous effort to build consensus among members to reach an agreement by 
Spring 2010, as mandated by the Development Committee Meeting of Fall 2008.  We urge a collaborative 
and collective effort to reach an agreement on a package of significant reforms that includes realignment 
of voting shares in IBRD, IFC and IDA, together with internal governance reforms.  
 
We welcome the G-20 leaders’ communiqué which highlighted the importance of adopting a more 
equitable formula at the World Bank that reflects countries’ evolving economic weight and the World 
Bank’s development mission.  We support the G20 Leaders’ proposal as stated in the Pittsburgh Leaders’ 
Statement: 
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“We stress the importance of moving towards equitable voting power in the World Bank over 
time through the adoption of a dynamic formula which primarily reflects countries’ evolving 
economic weight and the World Bank’s development mission, and that generates in the next 
shareholding review a significant increase of at least 3% of voting power for developing and 
transition countries, in addition to the 1.46% increase under the first phase of this important 
adjustment, to the benefit of under-represented countries. While recognizing that over-
represented countries will make a contribution, it will be important to protect the voting power of 
the smallest poor countries.”   

 
We share the view that agreement should be reached by the 2010 Spring Meetings.  We are encouraged 
by the momentum built for consensus on core issues for the second Phase of Voice reform, and wish to 
support the following: 
 

a. The increase of voting power to DTC must be based on the non-dilution principle as a way to 
ensure that the voice and interest of all DTCs  are protected;  

 
b. Regular review of the shareholding should be instituted at periodic interval of at least 5 years; 
 
c. Criteria of shareholding realignment to be based on the following:  

 
i. Evolving economic weight of member countries in the world economy must be the 

key criteria through the GDP blend between Market Exchange Rate (MER) and 
Purchasing Power Parity (PPP), with greater weight to PPP; 

 
ii. Contributions to WBG mandates, including both borrowers’ contribution related to 

the size of borrowing and IDA contributions by donors. 
 
d. Shareholding realignment should be realized through Selective Capital Increase with a linkage 

to the General Capital Increase for IBRD to support financial capacity of the WBG.   
 
While pursuing the IBRD shareholding review, we must be mindful of our collective responsibility to 
ensure the poorest, vulnerable and small countries are represented fairly in IBRD.  In this respect, we call 
for the donor community to consider exceptional efforts to mobilize additional financing to protect the 
vulnerable in the poorest countries.   
 
We commend the IFC for swiftly responding to counter the crisis through launching six global initiatives 
covering trade, infrastructure, microfinance, bank recapitalization and advisory services.  We believe the 
discussion on IFC Voice reform should be aligned with IFC financial capacity proposal.  At the same 
time, we strongly believe that the Voice reform at IFC should mirror progress made in reforming the 
IBRD.   
 
In order to ensure an ongoing effective, accountable and efficient organization, we urge the Bank to 
maintain the momentum of the current governance reform efforts, including the selection process for the 
President of the Bank that is merit-based and transparent.  Lastly, we encourage management to expedite 
all reform initiatives undergoing at the WBG so that a significant reform can be achieved by Spring 
Meetings 2010. 
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Statement by Mr. Nick Sherry, Assistant Treasurer, The Treasury, Australia19 
 
Introduction 
 
We would like to thank the Executive Board, President Zoellick and World Bank management and the 
Development Committee Deputies for the work they have done since the last meeting of the Development 
Committee. 
 
We would also like to extend the sympathies of the members of our constituency to the Governments and 
peoples of Samoa, Tonga and Indonesia, regional partners who have suffered so greatly in this last week 
from destructive earthquakes.  We also extend our collective sympathies to the Government and people of 
Cambodia, the Philippines and Vietnam, who are also suffering this week the effects of severe flooding. 
 
Overview 
 
The decisive action by the governments of the world’s major economies, coordinated through the G20, in 
response to the global financial crisis has been unprecedented. As a result, we are starting to see signs of 
recovery. Nonetheless, the global economy is still fragile. 
 
While the crisis began as a financial crisis in developed economies, its consequences for developing 
economies have been severe. Developing economies, including in our region of Asia and the Pacific, have 
seen sharp reversals of capital flows and declining commodity export revenues, with large numbers of 
people falling back into poverty. This is particularly disappointing given many of the affected developing 
economies were beginning to see the fruits of political and economic stability improve their economic 
growth for the first time in several decades. 
 
Against this backdrop, we warmly welcome the commitment of the world’s largest economies to the full 
implementation of economic stimulus packages until recovery is secured. The withdrawal of these 
stimulus actions too early would place the recovery at severe risk. We also recognise the commitment of 
developed countries not to leave developing countries behind following the crisis. Moreover, raising 
living standards in emerging markets and developing countries is a critical element in achieving 
sustainable growth in the global economy, as was noted recently by G20 Leaders. In this respect, we look 
forward to the commencement of the 16th replenishment of the International Development Association 
(IDA16) negotiations, which we hope will lead to a significant increase in IDA resources. 
 
We welcome the central role that the G20 process has played in providing political impetus to reforms to 
international financial institutions such as the World Bank. This provides an excellent opportunity for the 
wider membership of the Bank to capitalise on the momentum and support changes that will create a 
more responsive, nimble and accountable World Bank. 
 
Resourcing 
 
The Multilateral Development Banks (MDBs) responded to the crisis by accelerating and expanding 
lending to reduce the impact of the crisis on the world’s poorest through a range of streamlined tools and 
facilities. They are on track to rapidly scale up their lending and deliver on the promised $100 billion in 
additional lending. We commend the World Bank for its strong response to the call from the international 
community and encourage the World Bank to continue making full use of its balance sheet. As a Bank 

                                                 
19  On behalf of Australia, Cambodia, Kiribati, Republic of Korea, Republic of Marshall Islands, Federated States of 
Micronesia, Mongolia, New Zealand, Republic of Palau, Papua New Guinea, Samoa, Solomon Islands and Vanuatu. 
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constituency of developing and developed countries, we believe it is important that the World Bank has 
sufficient resources to fulfill its development mandate – a mandate that needs to evolve to meet the new 
development challenges such as climate change, labour migration, food security and fragile states.   
 
Voice and participation 
 
The long-term effectiveness and legitimacy of the World Bank Group will be strengthened by reforms 
that ensure that all members – including the smallest and most vulnerable – have an appropriate voice. 
When the first phase of reforms comes into effect it will increase the voice of small states and provide an 
additional Board chair for developing countries. Discussions are currently underway on a second phase of 
voice reforms to reallocate shareholding. Agreement by April 2010 will come about if key developed and 
developing countries negotiate pragmatically and flexibly and we strongly encourage this approach. 
 
Our World Bank constituency strongly supports the call by G20 Leaders to move towards equitable 
voting power over time through the adoption of a dynamic formula which primarily reflects countries’ 
evolving economic weight and the World Bank’s development mission, and that generates in the next 
shareholding review a significant increase of at least three (3) percentage points of voting power for 
developing and transition countries, in addition to the increase under the first phase of reforms, to the 
benefit of under-represented countries. It will also be important to protect the voting power of the smallest 
poor countries. 
 
Other reforms 
 
We note that these reforms have different levels of importance for different developing countries. We 
firmly believe that it is important for emerging market economies to have a stronger voice within the 
Bank’s overall governance structure. At the same time, we recognise that the most dramatic benefits for 
smaller Bank clients, such as many of our constituency countries, will flow from the current internal Bank 
reforms, including the promising investment lending reform and increased Bank presence in the Asia-
Pacific region.  
 
We should also build on the agreement of the importance of the open, transparent and merit-based 
selection of the President by developing and moving to a selection process that is independent of 
nationality. 
 
Constituency developments 
 
 The World Bank Group has demonstrated an increase in its engagement and resourcing within 
our constituency, most notably in the Pacific. We acknowledge the continued commitment of the regional 
Vice Presidency and thank the outgoing Country Director for his excellent work in establishing a greater 
on-the-ground regional presence for the Bank. We look forward to a fuller suite of Bank and IFC business 
lines and further updates on scaling up in the region as a result of these additional administrative 
resources, particularly of the IDA15 pipeline given the impact of the global crisis on many small island 
states.  
 
 We welcome the constructive role that the World Bank played at the recent Pacific Islands 
Forum, the annual event of Leaders from the Pacific region. The presence of the Bank’s Chief Economist 
and regional Vice President was a visible demonstration of the Bank’s commitment to engage regional 
Leaders on substantive issues affecting the region such as economic development, vulnerability and 
climate change adaptation. The World Bank’s clear statement of support for the Cairns Compact underlies 
its support for the ambition of Pacific Leaders for more effective coordination of resources to the region. 
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We appreciate the Bank’s commitment to provide senior input to the Implementation Group that will 
drive improved development coordination in the region.  
 
 We recognise the significant and constructive role that the Bank has played in assisting Mongolia 
through challenging economic circumstances due to the external change in export flows and the resultant 
dramatic impact on government revenues. We would also like to thank the work of the outgoing Country 
Director for Mongolia for his commitment and dedication to his role.  
 
We also welcome the World Bank Group’s increased engagement with new donors such as Korea. Korea 
has committed to quickly establishing itself as an important donor in order to support the poor and 
vulnerable from fallout from the crisis. Korea plans to rapidly increase its official development assistance 
(ODA) from 0.09 per cent of gross national income (GNI) in 2008 to 0.25 per cent of GNI by 2015. As 
part of this, Korea plans to increase its work with the Bank to support fragile and post-conflict countries, 
including through the Global Food Response Program.  
 
The Australian Government has made a commitment to increase ODA to 0.5 per cent of GNI by 2015-16 
and will continue to work with the World Bank and other development partners to minimise the impact of 
the global crisis on the most vulnerable and meet ongoing development needs. 
 
 
Statement by Mr. Mario Draghi, Governor of the Bank of Italy20 
 
Adjusting to new global challenges 
 
When we convened for the Annual Meetings one year ago the world was on the brink of a dramatic 
financial and economic collapse. Thanks to an unprecedented level of multilateral cooperation we can 
today look beyond the crisis with hope. While the crisis is not yet over and its impact on economic 
activity and employment will continue to be felt around the world for time to come, we need to start 
paving the road for recovery and sustained growth removing impediments to productivity gains and 
promoting social inclusiveness. 

 
The design of the Bretton Woods institutions was defined well ahead the end of World War II as a 
response to the anticipated challenges of a peace not yet at hand. It is now upon us to revive that spirit and 
make those same institutions fit to respond to the world’s future needs. The task is complex since it 
requires revising inherited shareholding arrangements, strategic priorities, business models, resource 
availability and accountability criteria. 

 
The World Bank Group has consistently displayed over the decades a remarkable capacity to adapt to the 
changing external environment, redefining over time its mission (from reconstruction to development), 
expanding its clientele (from public to private) and its tools (from lending to equity investments and 
guarantees). We have no reason to doubt that also this time the WBG -– will rise to the level of the 
challenge. 
 
Providing voice to the new global economy 

 
The commitment, taken at the last Development Committee in April, to revise the Bank shareholding in 
line with today’s global economic reality and its development mission has been fully endorsed by G20 

                                                 
20  On behalf of Albania, Greece, Italy, Malta, Portugal, San Marino and Timor Leste. 
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Heads of State in Pittsburgh. We recommit to reach an agreement on the new shareholding arrangement 
by the 2010 Spring Meetings. 

 
The Voice reform program launched two years ago to strengthen the IBRD legitimacy as a global player 
is now within reach. When completed, the process will have achieved two remarkable objectives. By 
transferring a substantial amount of votes to emerging and transition countries it will have brought the 
composition of its shareholding in line with their relevance in the world economy. By introducing a 
dynamic adjustment mechanism, it will have insured an equitable representation of all shareholders for 
the years to come. The current shareholding review should be extended to the IFC, insuring that – while 
preserving IFC’s own specific features – a coherent ownership structure prevails among the different 
WBG institutions.  

 
As the voice review enters its final stage we should be mindful that the criteria for shareholding 
representation should meet the acid test of good corporate governance and alignment with IBRD’s own 
mission. Namely, we should avoid potential conflicts of interests that would arise by considering IBRD 
borrowing among the criteria relevant to the shareholding review. Similarly, no incentive should induce 
clients to postpone IBRD graduation as in the case where a falling level of debt to the IBRD would have a 
negative impact on their voice. 

 
A sustainable development lending policy 

 
The WBG has timely and effectively responded to the demand for emergency lending in a coordinated 
way with other multilateral institutions. It is now time to prepare for a future where the WBG keeps fully 
deploying its resources not just under the pressure of a crisis that dries up liquidity but also in normal 
times. This requires a set of strategic priorities, fully shared by the institution at all levels, and a balanced 
structure of revenues and expenses that effectively protects capital from the vagaries of the economic 
cycle  
 
The IMF’s improved economic forecasts and the gradual resumption of capital flows to several 
developing countries suggest caution when forecasting the demand for IBRD loans and the related capital 
absorption. As the need for quickly disbursed loans decreases, IBRD should revert to financing long term 
structural investment. The desirable shift toward investment lending is likely to reduce the growth of 
IBRD loan portfolio, while the planned selective capital increase will reduce the likelihood of capital 
shortages in the near future. 
 
Projected loan growth should also be compatible with long run sustainability. Shareholders’ tradition not 
to ask for a return on their invested capital has historically allowed the IBRD to reduce lending spreads 
and the rate charged on its loans. However loan rates should not fall to levels where the imbalance 
between intermediation revenues and administrative expenses may jeopardize the current level of capital 
potentially offsetting the desired effect of future capital injections.  
 
A partner in climate change financing  
 
As we approach the meeting in Copenhagen, where decisions need to be taken to step up international 
action on climate change, we envision a growing role of the WBG as a key partner in financing the 
transition to a “greener” economy and alleviating the impact of climate change on developing countries.  
 
This effort largely exceeds the available resources of development institutions and requires combining 
limited public resources with larger private sources of capital. The WBG is strategically positioned to 
contribute to this effort.  
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As a global organization, the World Bank is well-suited to face the challenges that, as in the case of 
climate change, pertain to the domain of “global public goods.” As a financial institution, it is well suited 
to address the intergenerational problems that climate change poses. Finally, as a multi sector 
development agency, the Bank can make use of its expertise in a broad array of policy areas engaging 
private and public clients in a fruitful dialogue, and providing a variety of policy options.  
 
 
Statement by Ms. Heidemarie Wieczorek-Zeul, Federal Minister for Economic Cooperation and 
Development, Germany 
 
The dramatic effects of the global financial and economic crisis have not yet been overcome. It has 
developed into a humanitarian crisis affecting poor people in particular. It is jeopardising our 
development policy achievements and the realisation of the MDGs. In concrete terms it is threatening to 
push 100 million people back into extreme poverty. The promising successes achieved in Africa in recent 
years are particularly at risk due to the crisis. 
 
The long-term implications are grave: poor countries in particular, which have played no part in causing 
this crisis, are unable to free themselves from it by their own efforts. They lack the means needed to fund 
stimulus packages. There is no more money to pay children’s school fees – and without an education this 
next generation too faces the threat of poverty. If spending on health is now cut, that will have an impact 
on future generations in particular. In addition, women are especially hard hit by the negative effects of 
the crisis.    
 
Only the international community can provide an international response to overcome this crisis and make 
sure that particularly those countries which are not to blame for the crisis are able to pursue measures to 
mitigate the impacts and take steps for dealing with future crises. The financial crisis is a stark reminder 
of the growing inequality in the world. It is something to which we can no longer turn a blind eye.  
 
The G20 summit in London in April was an important step. It provided the foundations for making 
concrete progress at the summit in Pittsburgh. It is now up to us to really implement the decisions made in 
the G20 context. We can make a concrete start at this annual meeting.  
 
Some positive developments have already been put in motion. The lending volume of the multilateral 
development banks, particularly the World Bank, has risen significantly. Germany is a major contributor 
to the World Bank Group’s crisis response facilities through the Vulnerability Framework. The IMF has 
restructured its concessional facilities for low-income countries and doubled the access limit in order to 
be able to offer these countries extra reduced-interest funds.  
 
A clear message must go out from this annual meeting that, despite the crisis, we will not allow 
achievement of the Millennium Development Goals to be jeopardised. On the contrary, we must breathe 
new life into the international partnership, with modern development policy playing a key role.  
 
The international financial institutions will need to redefine their role in this context. The World Bank 
must take the lead internationally and provide guidance in finding solutions for tasks of global urgency. 
That applies not only to our response to the financial and economic crisis but also to climate change. The 
Bank must include important structural changes in its reform agenda. The need to give the Bank a long-
term strategic orientation and tighten the definition of its mandate is inevitable.  
 
It is also important that the World Bank and we as shareholders look beyond our own horizons. The UN 
Conference on the Global Financial and Economic Crisis in June made one thing clear: the developing 
countries and their concerns must be taken seriously and they must be included in decision-making 
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processes. And therefore the issue of restructuring the voting rights at the World Bank is also an 
important sign in terms of the Bank’s legitimacy as a global player. We must develop a viable approach 
for solving these problems.  
 
The danger now is that, in the face of the financial and humanitarian crisis, the climate crisis may be 
underestimated. Development and the climate are inseparably linked. We must therefore include all 
linkages between development and global challenges such as security, migration, resource protection, etc. 
more clearly in our policy. Only then will we be able to make the move towards a global structural policy 
with an enhanced mandate, with modified players and with new financial instruments.  
 
The crisis goes on 
 
It is too soon to declare that the crisis is over, because for most developing countries the crisis is still 
going on. We are still far from being able to foresee all the possible consequences; unemployment, food 
shortages and even famine, and major changes in education, health and social protection are all waiting in 
the wings. It is therefore also too soon to be talking about exit strategies before our efforts to revive the 
global economy have been crowned with solid, lasting success, and before we have managed above all to 
prevent any discrimination against the poorest developing countries. That is why we are called upon to 
maintain a strong will for reform. The crisis can only be used as an opportunity if we succeed in 
recognising the challenges that it brings for structural policy, taking them seriously and learning from the 
crisis.  
 
Existing advisory bodies did not foresee the current crises and did not give us adequate warning. In order 
to avoid such crises in the future, we need a better understanding of their causes and the global linkages 
that lie behind them; then we will be able to respond in good time and take preventive action. The 
creation of a high-ranking, independent panel of experts could furnish internationally acknowledged 
expertise on global risks and trends relating to economic, social and ecological questions. It could offer 
competent advice to international organisations, improving their ability to prevent future crises. It is 
important that the view through the eyes of developing countries and emerging economies is included in 
the work of the panel. By creating a forum for a continuous dialogue between academics, politicians, 
economists and civil society regarding its findings and recommendations, the panel could contribute to 
consensus building and promote political coherence at the international and national levels. Because, if 
sustainable economic and development policies are to be placed higher on the political agenda and shaped 
jointly, then we need a shared understanding of the future challenges and appropriate solutions.  
 
What matters is that countries are able to back up their response to the crisis with counter-cyclical 
measures. That is why we must ensure that developing countries retain the fiscal space they need for 
spending in the social sector, for example on education and health, as well as on safeguarding jobs. Where 
no fiscal space exists, international financial institutions for low-income countries must use and expand 
their facilities so as to provide rapid and flexible support. It is therefore all the more important that there 
are no funding gaps, particularly for low-income countries.  
 
The IMF and the World Bank must help make sure that the long-term impacts of the crisis can be 
cushioned and a viable global safety net created to deal with the upheavals. It is therefore important that 
the World Bank Group has sufficient resources following the crisis, so that it can continue to provide 
developing countries with the necessary funds and suitable tools in the future. We must make sure that the 
IBRD and IFC are on a solid financial footing during the crisis and beyond. Only then will they be able to 
play an active role now and in future crises. 
 
At the same time, capital increases must not endanger adequate replenishment of concessional windows. 
That is why it is important to use all our options in order to reach an informed decision by the time of the 
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spring meeting in 2010. It is also important to make sure that the IDA has sufficient resources at its 
disposal. Mindful of the lessons learned from the crisis, we cannot allow the poorest countries in 
particular to be left to their own devices. We continue to have a particular responsibility for those 
countries and that is the yardstick against which we must measure our actions. A successful IDA 
replenishment will be our measuring stick. In order to achieve the greatest possible impact in terms of 
poverty reduction, we must make sure, by increasing the volume of gender-based spending, that sufficient 
attention is given to the role of women when shaping IDA 16. 
 
The worsening debt situation in the poorest countries remains a cause for concern; due to the costs of the 
crisis these countries are now at risk of losing the fiscal space that they had achieved. Ten years on from 
the launch of the debt relief initiative at the 1999 Cologne Summit, we must not now pave the way for a 
new debt crisis. These countries must be able to safeguard their key investments and fiscal options. This 
means that they need the support of the international financial institutions. We must prove ourselves 
capable of developing new ways of mobilising the additional financing made necessary by the crisis to 
safeguard political and social stability in the poor countries without plunging them into a renewed spiral 
of debt. More flexible financing modalities and more suitable funding instruments can help here. What is 
more, we must also strengthen the capacities for efficient debt management in these countries. For poor 
countries whose debt situation is deteriorating rapidly, grants make better sense from the political and the 
economic point of view than incurring new debt.  The danger of a new crisis of over-indebtedness is real 
and that is why we must also lobby internationally for the creation of a sovereign debt restructuring 
mechanism as a necessary component in the reorganisation of the international financial system. 
 
Traditional development cooperation funding alone will not be enough to meet the huge demand for 
financing for the achievement of the Millennium Development Goals in the long term. Innovative 
financing instruments must be developed further and put to use in order to achieve the development goals 
that we have set ourselves, including our ODA commitments. Two particularly promising ideas, for 
example, are to use the revenue from carbon trading and to impose a tax on financial transactions. Each 
idea will help in its own way to enhance global justice: those responsible for causing global climate 
change will be called upon to pay the costs and the revenue thus generated will finance climate protection 
for those worst hit and also measures to help adapt to the consequences of climate change. It is a similar 
story in the case of the tax on financial transactions: those responsible for the financial and economic 
crisis will be called upon to stump up and the funds thus raised can be used to mitigate the impact of the 
crisis in the countries worst affected by the consequences. However, it is difficult to tax highly 
speculative financial transactions at a purely national level, since players in the financial markets can 
avoid such taxes. That is why we should push ahead at the global level with the implementation of the 
latest proposals for introducing taxes on cross-border financial transactions, particularly currency deals. 
Innovative sources of financing should not remain merely an “option to be considered”, because their 
feasibility has been adequately proven. That too is a part of “responsible globalisation” in response to the 
crises. 
 
Financial resources are constantly being lost to developing countries because of tax evasion and 
avoidance, resources that they need to develop infrastructure, education, health, etc. We can see that there 
is a link here between tax evasion and diverting business to unregulated offshore centres, and that both are 
based on the same logic. We must therefore step up our efforts to develop and expand efficient, 
transparent tax systems. We need an international compact to fight tax evasion, aimed at grouping 
together existing initiatives against tax flight and evasion and supplementing them with measures at the 
national, regional and international levels.  
 
One lesson from the crisis is that transparency and clear rules are necessary for markets to function. 
However, the latest Doing Business Report implies in its recommendations on deregulation that every 
regulatory intervention by the state is damaging per se for the business climate. But that is not the way it 
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is: we need to strive to find the right degree and right quality of regulation and also leave the developing 
countries enough space to make their own decisions. It is therefore time for the Doing Business Report to 
finally differentiate more between good regulation and a lack of regulation.  
Overall we expect the World Bank to seize upon the lessons from the crisis and use them to shape a new, 
clearer strategy for the future. The crisis is also an opportunity for the World Bank to reposition itself.  
 
Advancing the voice agenda 
 
The credibility of reforms of the international financial institutions ultimately hinges on how those 
institutions modernise their governance structures. A successful reform process is therefore also to be 
understood as a sign of the Bank’s ability to act and its legitimacy. The shareholders have a special 
responsibility here. The reform must produce a new weighting in the Bank that gives the developing 
countries more of a say. Moderate progress has already been made in the first stage. Now, as decided by 
the G20, the second stage must be rapidly implemented and completed before the Spring Meeting in 
2010. In addition to the outcome of the first phase, developing countries should gain further percentage 
points in the second phase. The 3 per cent stated in the final document of the G20 summit can serve as a 
guideline here. The aim should continue to be putting in place a more transparent formula that is based on 
objective criteria for allocating voting rights for each individual member country and that is viable in the 
long term. 
 
The World Bank and the IMF are institutions with different mandates and tasks – it is therefore 
acceptable for them to have different voting rights structures wherever that is justified by their differing 
mandates. The World Bank therefore needs a more independent voting system. This has also become 
clear in the recent debates at the DC Deputies level. A voting rights formula just for the World Bank 
should include various objective criteria: current global economic realities, the contribution to the World 
Bank’s development mandate as measured by IDA contributions, and “client engagement” (i.e. the 
clients’ relations with the Bank). The last aspect is important, since developing countries that borrow 
from the Bank also contribute to the Bank’s advancement. A sensible way of measuring this relationship 
is the borrowing volume. Germany has tabled a proposal in this regard, which uses these criteria to craft a 
viable formula for allocating voting rights. We now expect decisive progress to be made based on this trio 
of objective criteria. It is also important that the redistribution of voting rights is accompanied by the 
subscription of capital, in order not to endanger the Bank’s financial capacity.  
 
Climate financing  
 
Fighting global poverty and halting climate change remain the two central challenges of the 21st century. 
These two challenges are inextricably linked and call for determined action. Just a few months before 
Copenhagen it is high time to chart a course for the future.  
 
We can no longer totally prevent climate change; we can, however, keep it in check. If we are going to 
limit the global increase in temperature to 2 degrees Celsius, then the developing countries will need to 
spend billions on adaptation. The progress that has been made in terms of achieving the MDGs is in 
danger of being reversed. The only way of achieving success in both areas is by integrating development 
policy and climate policy even more closely. Just like emission reductions, adaptation to climate change 
must be integrated into all development plans.  
 
In the current world economic crisis, the guiding principle of environmentally sound and economically 
and socially sustainable development has more relevance than ever. Green growth and a low carbon 
emission path are appropriate instruments for boosting the economy and protecting the climate that can be 
used by industrialised and developing countries alike.  
 



 

 88

The developing countries need the support of the industrialised countries for this effort. And they need 
even more support in adapting to climate change; Germany will not refuse them that support. The poorest 
and most vulnerable countries and population groups in particular are unable to deal with the 
consequences of climate change on their own. It is also a question of global justice and solidarity that 
those who contributed least to climate change should be helped to cope with its impact.  
 
The negotiations for a new UN climate agreement depend very much on clarifying the financial issues. 
Given the urgency of the climate crisis, however, we must take action today and not wait until after 2012. 
With active support from Germany, the World Bank last year established the Climate Investment Funds 
(CIFs), which became operational this year. The future financial architecture in the climate sector must 
also build upon the Funds’ experience. Effective development policy is only possible if the fragmentation 
among the donors is overcome. Those same principles apply to efforts to fight climate change. The wealth 
of experience that development policy institutions have to offer must be used and further developed and 
climate must be understood and treated as an integral part of a sustainable development agenda.   
 
It is today that the groundwork must be laid to prevent new crises. The opportunity for a concrete 
strategic reorientation of the World Bank should therefore not be squandered.   
 
 
Statement by Mr. Xie Xuren, Minister of Finance, People’s Republic of China 
 
Review of IBRD and IFC Financial Capacities - Working with Partners to Support Global Development 
through the Crisis and Beyond 
 
Thanks for the collective efforts of international community, we have seen some positive signs in global 
economy. However, there are still many uncertainties in the global recovery. Many developing countries 
are facing even more daunting challenges on poverty reduction and structure adjustment. The World Bank 
is a key actor in helping developing countries responding to the crisis, promoting global economic 
recovery, and ensuring sustainable development beyond the crisis. In this connection, it is important for 
us today to have discussions on the World Bank’s financial capacity and future global poverty and 
development agenda. 
 
First, the World Bank should adhere to and strengthen its core mandate of poverty reduction and 
development, and provide more financial resources for developing countries’ medium and long run 
development. This crisis is telling us that development disparity is still the major challenge to the global 
economy. It is the root cause of poverty, conflicts, and frequent crises across the world. As the largest 
development assistance institution in the world, the World Bank’s efforts of transferring finance, 
knowledge and technology, will not only effectively promote global poverty reduction and MDGs 
agenda, but also help to achieve an inclusive, sustained and balanced global development through 
narrowing the development gap.   
 
Second, the World Bank should always be innovative in providing developing countries flexible and user-
oriented services. We hope the World Bank would take stock of the development experiences of the past 
decades, particularly the lessons from this crisis, and provide tailored policy advice for developing 
countries at different development stages. We hope the Bank would provide more flexible, diverse and 
facilitative lending support through innovative products and services. We also hope the World Bank 
would build partnership with developing countries on equal basis, encourage and support various 
initiatives on regional cooperation and south-south cooperation. 
 
Sustainable financial capacity is fundamental to the World Bank’s ability to fulfill its due role in 
promoting poverty reduction and development. We believe it is the common responsibility of all member 
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countries to ensure sustainability of the World Bank’s financial capacity.  We support the World Bank’s 
efforts to enhance its capital adequacy to increase its support to developing countries and help them better 
respond to the financial crisis with a view to achieve sustainable development. Meanwhile, we object to 
shifting burden and cost to developing countries through initiatives such as IBRD price increases.  
 
Enhancing Voice and Participation of Developing and Transition Countries in the World Bank Group: 
Phase 2 
 
Developing countries are already an important and integral part of the global economy, and a firm force in 
underpinning the recovery of the world economy. It is necessary to substantially enhance developing 
countries’ voice and participation in the World Bank when the international community is responding to 
the on-going financial crisis and reinforcing the World Bank’s core mandate of poverty reduction and 
development.  
 
The recently concluded G20 Summit in Pittsburgh explicitly put forward that developing and transition 
economies’ (DTCs) voting power in the IBRD should be increased at least 3%. We call on the parties 
concerned to maintain this momentum and work efficiently to advance the reform and make substantive 
progress. We advocate that IBRD shareholding realignment should reflect the evolving weight of all 
members in the world economy, adhere to the principle of no involuntary dilution for DTCs voting 
power, and protect the voting power of the smallest poor countries. Against this backdrop, we welcome 
all sorts of options that are conducive to significant increases of DTCs’ voting power. We are willing to 
actively participate in the related discussions and work together with all parties concerned in order to 
achieve the ultimate goal of parity voting power between developed and DTC members in the WBG. 
 
We reiterate that the selection process for the president of the World Bank should be open, transparent 
and merit-based. We encourage the World Bank to formulate related selection procedures as soon as 
possible. The Bank should continuously increases DTC representation in its staffing structure, and the 
senior management in particular, while paying attention to good geographical representation balances. 
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Prepared Statements Submitted by Observers 
 
 
Statement by Mr. Haruhiko Kuroda, President, Asian Development Bank 
 
On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the invitation to 
attend the 80th meeting of the Development Committee as an Observer. 
 
Regional Outlook 
 
The global crisis spread to developing Asia mainly through the collapse of demand for regional exports in 
major global markets. Imports too suffered steep declines, because a large share of regional trade is in 
parts and components, supporting supply chains. These events hit hardest the more open economies of 
East and Southeast Asia, in particular Hong Kong, the People's Republic of China, the Republic of Korea, 
Taipei,China, Malaysia, Singapore, and Thailand. These economies contracted significantly in the first 
half of 2009. 
 
Despite a notable slowdown in economic expansion compared to its potential, developing Asia is leading 
the recovery from the global downturn. Average growth this year in the region is now expected to come 
in at 3.9% and at 6.4% in 2010. The economic expansion has been underpinned by: (i) the fiscal and 
monetary stimuli that have been quickly provided by governments and central banks across the region; 
(ii) the relatively healthy state of its financial systems prior to the crisis; and (iii) the rapid turnaround in 
its larger economies. 
 
This resumption of growth took place amid a low to mild inflation environment across the region. 
Coming off from last year's peak, consumer prices in developing Asia are forecast to increase by just 
1.5% in 2009, down from the March projection of 2.4%. More robust growth is likely to push prices up 
more quickly in 2010, raising the forecast to 3.4%. Central bankers in the region should put a tight watch 
on monetary policies, however, so as not to encourage asset bubbles that would inflate prices to levels 
that are no longer justified by fundamentals. Slower growth in industrial countries has resulted in a 
weaker recovery in developing Asia’s exports. But imports appeared more sluggish as demand for 
intermediate goods waned. Overall, the region’s current account is expected to register a surplus of 5.0% 
of GDP in 2009. With developing Asian economies increasingly relying on domestic demand to boost 
growth, their current account surplus is projected to fall further to 4.3% of GDP in 2010. 
 
There are however divergences in the outlook across subregions and economies. East Asia is growing 
faster than expected, mainly on account of a robust rebound in the People's Republic of China and a 
shallower contraction in Korea. In both countries, fiscal stimulus packages have bolstered economic 
recovery. The prospects for several South Asian economies have improved too, including for India, 
whose economic expansion is expected to receive a further boost from the large fiscal stimulus program 
announced in its July 2009 budget. In Southeast Asia, the 2009 growth prospects for Indonesia and Viet 
Nam have improved, but are more than offset by the worsened outlook for the smaller and more open 
economies in the subregion. Central Asian economies have suffered on account of the deep downturn of 
the subregion's main trading partner, the Russian Federation, combined with lower commodity prices and 
weaker capital inflows. Finally, economic growth in the Pacific in 2009 is slightly downgraded, mainly 
because of falling incomes from tourism and remittances. 
 
While there is general optimism about developing Asia's prospects, the regional outlook is cloaked in a 
veil of uncertainty. In particular, a protracted global slowdown will delay the region's full recovery. It is 
unlikely that the region can revert to its long-term growth potential without the support of a firm global 
rebound. The continued use of fiscal stimulus measures is also likely to be unsustainable, and may result 
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in rapidly rising debt levels and inefficient allocation of resources. Nonetheless, fiscal and monetary 
policy measures must not be hastily withdrawn, as this may degrade the ongoing recovery. Pulling out the 
fiscal and monetary support before the recovery takes firm foothold may lead to a double-dip decline 
instead of the V-shaped rebound that is now expected from the region. 
 
In the longer term, the key challenge for developing Asia will be to enhance its resilience to external 
shocks. It can do so through policies aimed at broadening the scope and structure of the region's openness, 
namely by fostering intra-regional trade, managing financial globalization, and maximizing the benefits of 
labor mobility. It can do it through strengthening domestic consumption as well. Both the Asian financial 
crisis of 1997-98 and the current global economic crisis provide ample demonstration, respectively, of the 
risks from sudden reversals of foreign capital inflows and from over-reliance on extra-regional demand. 
At the same time, however, there can be no doubt that progressive openness and globalization have 
underpinned the region's growth and prosperity over the last six decades, which makes it imperative for 
policies to continue harnessing the benefits of openness also in the future. While it is paramount for 
developing Asia to maintain its policy of openness also towards the rest of the world, fostering trade 
within the region and expanding domestic demand will be necessary to reduce developing Asia’s reliance 
on exports demand from industrial countries. To achieve stronger intra-regional trade, developing Asia's 
economies will have to undergo a process of rebalancing.  
 
ADB's Response to the Crisis 
 
ADB proactively responded to the needs of its developing member countries (DMCs) affected by the 
global economic crisis, tailoring its assistance to countries’ specific needs and circumstances. ADB's 
assistance to combating the financial crisis has to date focused on (i) quickly disbursing budget support to 
help respond to the crisis; and (ii) providing support to public and private sector projects that help create 
demand, generate employment, strengthen social safety nets, and build private sector confidence.  
Increasing its lending assistance by more than $10 billion in 2009–2010, ADB's assistance for this period 
is now forecasted to exceed $32 billion.  
 
Resources to Confront the Crisis and Support Emerging Development Needs 
 
ADB's rapid response to the needs of its DMCs is owed to funds secured earlier to support both low-
income countries in need of accelerating growth and the pace of poverty reduction (through the 2008 $11 
billion tenth Asian Development Fund, ADF X, replenishment), as well as lower- to middle-income 
countries (through the recently approved fifth General Capital Increase, GCI V). On 29 April 2009, 
ADB’s Board of Governors agreed to increase ADB’s capital base by 200%. The increase allowed ADB 
to substantially enhance its support to countries affected by the global downturn, including an additional 
$10 billion from its ordinary capital resources (OCR) for crisis-related assistance. GCI V will further 
enable ADB to move its strategic directions forward and address the priorities of OCR borrowers in 
partnership with other development agencies and the private sector. 
 
ADB also established on 16 June 2009 a new, time-bound budget support instrument—the 
Countercyclical Support Facility—in the amount of $3 billion equivalent to provide effective 
countercyclical support to DMCs eligible for borrowing ordinary capital resources. This facility will help 
middle-income DMCs sustain critical development expenditures for fiscal stimulus to counter the adverse 
impacts of the global economic crisis during 2009–2010. The facility has been designed as a short-term 
lending instrument, and it will complement conventional program loans aimed at supporting structural 
reforms over an extended period. Total requests from DMCs have exceeded the funds allocated under the 
facility. To date, ADB has approved assistance to four countries for $2 billion.  
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For countries with no access to ordinary capital resources, ADB approved on 16 June 2009 the allocation 
of an additional $400 million ADF commitment authority to help these DMCs cope with the economic 
crisis. The additional commitment authority was released from the currency risk provisioning portion of 
the prudential minimum liquidity which was introduced as a new financial management framework for 
ADF resources in 2007. Additional ADF concessional resources – allocated according to performance-
based mechanisms - will be used for financing key development-related investments and other crisis 
response measures in low-income countries that are among the most fiscally constrained in responding to 
the economic crisis. In addition, ADF-eligible borrowers are allowed to front-load up to 100% of their 
2009–2010 biennial allocation during 2009 in response to the crisis. 
 
ADB also aims to substantially increase cofinancing for its projects in 2009–2010. Efforts are continuing 
to better utilize framework cofinancing agreements, collaborative arrangements, and credit enhancements. 
ADB is expected to deepen over the next 3 years its programmatic approach with major official donor and 
lending agencies to further improve predictability, including cofinancing.  
  
Supporting Private Sector Recovery 
 
As outlined in Strategy 2020, ADB believes that the private sector has a leading role to play in the region, 
more so now, in overcoming the current crisis and driving the next state of vigorous growth in the region. 
In addition to using its credit enhancement instruments to bring in private sector resources and generate 
business confidence, ADB expanded its Trade Finance Facilitation Program (TFFP) from $150 million to 
$1 billion until 2013. TFFP provides DMC issuing banks with ADB’s guarantees and risk participation 
facilities for their letters of credit, enhancing banks' abilities to offer importers and exporters access to 
financial services. The TFFP works in partnership with the private sector to provide capacity, liquidity 
and stability to the trade finance system. Access to trade finance in times of crisis is crucial (particularly 
for small and medium-sized enterprises) to cushion the impact of the global downturn on international 
trade. The TFFP also facilitates partnerships between international banks and DMC banks, underpinning 
the flow of capital from developed countries to developing countries and strengthening DMC banks. As 
of 15 July 2009, ADB’s exposure under the TFFP had grown to $191 million, and it is anticipated that the 
program will be fully ramped up to the $1 billion limit by the middle of 2010. 
 
Strengthening Regional Cooperation, Policy Advice and Knowledge Sharing 
 
ADB has been assisting to improve economic surveillance and crisis monitoring at the regional, 
subregional, and national levels. Working closely with ASEAN, ASEAN+3, South Asia Association for 
Regional Cooperation, and the East Asian Summit, ADB is helping to coordinate regional responses to 
the crisis. In May 2009, the ASEAN+3 Finance Ministers meeting agreed on the governing mechanism 
and implementation plan for multilateralizing the Chiang Mai Initiative which now pools foreign currency 
reserves in the order of $120 billion. To support decision making, the meeting also agreed to establish an 
independent regional surveillance unit to monitor and analyze regional economies. Moreover, ADB’s 
efforts to develop the Asian Bond Market Initiative are gaining momentum.  

 
In addition to its funding support, ADB has intensified policy guidance to its DMCs preparing them for 
emerging financial sector issues, assessing their vulnerability, and strengthening policy and regulatory 
frameworks through technical assistance. ADB and the ADB Institute (ADBI) have been facilitating 
expert discussions and exchanges of ideas among DMCs to generate appropriate policy responses to the 
crisis, and leveraging its development knowledge and resources to help its DMCs put poverty reduction 
back on track in the face of the global economic crisis. 
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Enhanced Institutional Relevance: Progress in Reforms 
 
Within the context of the new global development architecture and its commitment on aid effectiveness, 
ADB defined for itself an ambitious reform agenda to enhance its organizational effectiveness, and thus 
make ADB a more effective, dynamic, and results-driven catalyst for poverty reduction and prosperity in 
the region. To fulfill its commitments under the new long-term strategic framework called Strategy 2020, 
ADF X and GCI V, ADB has undertaken a number of initiatives relating to major operational changes, 
improving coherence of corporate policies and strategies, and increasing corporate responsiveness.  

 
In the face of new challenges, ADB has embarked on a series of operational reforms in the areas of 
climate change (including the establishment of an eminent persons Advisory Group on Climate Change 
and Sustainable Development), private sector development and knowledge management, which are three 
major drivers of Strategy 2020. Key policies are being revised accordingly. The first of these, ADB's 
Safeguards Policy Statement, was approved on 20 July 2009, strengthening ADB's commitment to social 
and environmental sustainability of its projects. It also commits ADB to assisting DMCs in developing 
their capacity to address environmental and social risks; to supporting the strengthening and use of 
country safeguard systems; and to increasing ADB oversight during project implementation.   

 
ADB is consolidating its managing for development results agenda through an action plan for 2009–2011. 
At the corporate level, ADB continues to regularly monitor performance using its corporate results 
framework, and review progress on actions committed. New initiatives will include the systematic 
production of country development effectiveness briefs as a key accountability report and pilot impact 
evaluation studies. Centralized assessment of ADB's portfolio has been enhanced through the 
establishment of a dedicated unit. Operations departments have also undertaken initiatives translating into 
marked improvements in the quality at entry of country strategy and program documents, as well as 
improved or sustained ratings for projects that are being designed and implemented. 

 
To achieve the immediate targets set for 2012 and advance towards those set for 2020, ADB is in the 
process of aligning its operations and correspondingly adjust its internal organization, staff strength, skills 
mix, and administrative resources. Aiming to improve efficiency and quality, ADB has embarked on a 
process of reform of its business processes, which should be completed in 2009. In addition, to further 
strengthen development effectiveness, ADB has undertaken several initiatives in 2009 to significantly 
enhance the role of resident missions and increase their staff strength over next three years. 

 
Lastly, the reorganizations that led to the formation of regional departments (2001) and the subsequent 
strengthening of resident missions (2002) and redefinition of the geographic coverage of some 
departments (2006) have proven effective in aligning ADB to better fulfill its mandate and increase 
responsiveness, as demonstrated by the rapid growth of operations since 2004. Coordination across ADB 
and among knowledge departments has been enhanced through mechanisms such as the communities of 
practice and technical assistance strategic forum. While the overall model will be maintained, a number of 
small-scale organizational realignments are receiving attention. Other activities already accomplished 
include the establishment of a new Office of Anticorruption and Integrity, upgrading of ADB's Risk 
Management Unit to a full Office and the establishment of an independent risk committee.  

 
Although efforts to date have yielded promising results, ADB remains committed to maintaining the 
momentum necessary to complete the reform agenda that it has set itself for the next three years. 
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Statement by Mr. Karel De Gucht, Commissioner for Development and Humanitarian Aid, 
European Commission 
 
IMPLICATIONS OF THE CRISIS ON GLOBAL DEVELOPMENT FINANCE: CHALLENGES AHEAD: 
 
The financial crisis has changed the world. It has already driven more than 50 million people into extreme 
poverty, particularly women and children. Low Income Countries have been hit in very different ways, 
hence, a "one-size-fits-all" response is not the best way forward. Development finance is now facing some 
serious challenges but also opportunities for change. 
 
Firstly, the prospects for sustained progress on the MDGs look increasingly bleak in the thick of the 
global economic crisis, and more needs to be done to reach the targets by 2015, particularly in the 
poorest countries in Sub Saharan Africa.   
 
Secondly, with short and medium term prospects for growth, world trade and international investment 
flows so uncertain, one of the most significant financing challenges for development financing– including 
the European Union - is to scale up aid and meet our commitments and while ensuring fair burden 
sharing.  
 
Thirdly, sustaining the development aid effort is essential, but not sufficient. In financial terms this means 
that Official Development Assistance must be complemented by other financial sources including help for 
developing countries to combat climate change.  
 
My central message is that in order to meet the financing needs of low-income-countries and to prevent 
another wave of instability, still more needs to be done, particularly for the poorest countries and the 
fragile ones.  
 
Developing countries can become a key driving force in the recovery, assuming that their domestic 
investments rebound with international support, including a resumption in the flow of international credit.  
 
The crisis requires unprecedented and concerted global action to mitigate the impact on developing 
countries and to ensure their contribution to global recovery. The European Commission is ready to work 
with all concerned to this end, and again, I emphasise the need for a fair burden sharing between all 
actors in development.  
 
IMPLICATIONS OF THE CRISIS ON GLOBAL DEVELOPMENT FINANCE: THE RESPONSE OF THE EUROPEAN 

UNION AND THE EUROPEAN COMMISSION  
 
In response to these challenges, the European Union has started to implement the set of measures - agreed 
last May - to cushion the human impact of the crisis and to boost economic growth in developing 
countries. The measures include, inter alia, honouring aid commitments and leveraging new resources; 
acting counter-cyclically; improving aid effectiveness; sustaining economic activity and employment; 
revitalising agriculture; investing in green growth; stimulating trade and private investment; working 
together for economic governance and stability, and protecting the most vulnerable. 
 
The European Commission’s main crisis response instrument is the "Vulnerability FLEX", which 
supports those countries most vulnerable to impacts of the crisis by enabling them to maintain priority 
spending, notably in the social sectors. This short term and demand-driven instrument is complementary 
to actions taken by the International Financial Institutions and will mobilize additional grant money of up 
to €500 million in 2009 and 2010. It is foreseen that 17 ACP countries will benefit from around half of 
this amount in 2009, in record time given our normal financial decision-making procedures, to be 
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provided mainly through budget support allowing rapid implementation and alignment with our partner 
countries' own crisis response priorities. We will continue to collaborate with the Bretton Woods 
Institutions in delivering Vulnerability FLEX support for 2010 thereby ensuring the consistency of our 
institutional analysis and the complementarity of our assistance. For example, we are pleased to note the 
similarity of the criteria envisaged for the Bank’s future Crisis Response Facility with those we have in 
the V-FLEX. I am confident that the similarity of our instruments will strengthen our collaboration even 
further in 2010 when the second tranche of the V-Flex is mobilized.  
 
Official Development Aid (ODA) has proven to be one of the most stable sources of development finance 
going to developing countries. It has played, and will continue to play, a critical role in supporting their 
efforts in coping with the crisis. We call upon the entire donor community to live up to their promises and 
to further increase their aid budgets with a view to achieve the long-standing 0.7% ODA/GNI target and 
very much hope that the EU will continue to keep the benchmark high. The EU strongly advocates 
increased concessional financing to the most vulnerable and fragile countries. In this regard, I am 
confident that the joint work between the World Bank and the European Commission on situations of 
fragility will significantly improve the ability to provide adequate assistance and reduce the risk of aid 
orphans. I look forward to the adoption, this year, of the Common Approach Paper, fruit of coordinated 
work involving the Bank, ourselves, the IMF and the African Development Bank. 
 
The crisis has demonstrated that although sustaining the development aid effort is essential, it is not 
sufficient and we must avoid situations where the national budgets of our partners are excessively 
dependent on ODA. This is a good time to improve the effectiveness of ODA by implementing the Paris 
Declaration and the Accra Agenda of Action. On the other hand, we also need to better harness other 
financial flows and policies for development purposes. Innovative Financing Mechanisms have helped 
plug part of the financing gap and hold promises for future targeted uses.  
 
ENSURING MORE EFFECTIVE AND INCLUSIVE GLOBAL FINANCIAL INSTITUTIONS: 
 
Modernising our international financial institutions - ensuring "effective multilateralism": 
 
I particularly agree with the G20 Summit recommendation in Pittsburgh on modernizing the international 
financial institutions and global development architecture and the concern therein with regard to the lives 
of the poorest as well as the world’s long-term challenges.  
 
Like donors, effective multilateralism is the way forward for MDBs with an emphasis on stronger 
coordination, a clearer division of labour, more complementarity and synergy, a more meaningful 
commitment to transparency, accountability and good corporate governance, a larger capacity to 
innovate and achieve demonstrable results, giving greater attention to the needs of the poorest 
populations and strengthening recipient country ownership of strategies and programs while allowing 
adequate policy space.  
 
The current aid architecture with a proliferation of donors, service providers, projects and "vertical funds" 
is a daunting maelstrom. It is not acceptable to burden the developing countries in this way and at the 
same time claim to increase their capacities and promote transparency. We should systematically assess 
the added value and the costs versus benefits of proposals to create global instruments and seek to build 
on existing capacities and resources as a matter of priority. 
 
I welcome the G20 recommendations that the World Bank should structure its work with the regional 
development banks and other international organizations around a focussed set of global challenges. This 
is a good step towards coherence and better collective results.  
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Ensuring sufficient resources for the World Bank and Regional Development Banks: 
 
One way of responding to the needs of developing countries, especially the poorest, is to ensure that the 
IMF, the World Bank as well as the Multilateral Development Banks have sufficient financial capacity to 
respond to the global crises in line with their mandates and to acquire the capacity to address new 
challenges. There is a broad consensus on the need for additional resources for the Multilateral 
Development Banks. With several MDBs seeking an increase in capital, a capital review process of these 
institutions must be concluded by 2010. There is a need for close monitoring of the adequacy of their 
concessional resources and fair burden sharing in their replenishment. Also, debt sustainability must 
remain a key concern in the International Financial Institutions' lending to low-income countries. This is 
why the EU strongly advocates increased concessional financing to the most vulnerable countries as well 
as the fragile ones.  
 
The European Commission welcomes the important steps taken to increase the concessional capacity of 
IFIs/MDBs, particularly in the context of the G20, and we commend both the IMF and the World Bank for 
the efforts made. The European Commission also welcomes the review of the IMF's financial facilities for 
low-income countries and urges the IMF, World Bank and regional development banks to increase and 
continue increasing concessional lending to the poorest countries. 
 
The G20 has undertaken to provide more resources for short-term lending instruments. However, this 
cannot replace long-term financing for growth and development. There is indeed a strong need to ensure 
coherence between short-term counter-cyclical support and long-term objectives, in particular with regard 
to the debt sustainability of our partners. In addition, the European Commission is also concerned that 
capital increases/adequacy within the International Financial Institutions will mainly favour Middle 
Income Countries and will take place at the expense of Low Income Countries.  
 
Reform of voice and representation of developing and transition countries in the World Bank Group: 
 
The European Commission welcomes the commitment by the G20 to "move towards equitable voting 
power in the World Bank" to strengthen the voice of developing and transition countries and thus preserve 
the World Bank's legitimacy and effectiveness. Developing countries deserve a greater say in decisions 
that have an effect on them. Thus, we look forward to further arrangements in the second phase of the 
reform on which agreement is needed before the 2010 Spring Meetings. In this regard, special attention 
needs to be paid to the poorest to improve the participatory approach and strengthen the WB development 
mandate.  
 
Beyond the quota discussions and to ensure a comprehensive approach, other elements of the governance 
reform such as voting majorities and open and transparent merit based selection of senior staff need to be 
pushed.  
 
In terms of World Bank efficiency, the Commission advocates further decentralization of the Bank's 
operations at country level. Concerning the efficiency of the WB Board, the Commission advocates more 
delegated authority and enhanced preparation of Board meetings in specialized Committees. 
 
 
Statement by Mr. Kanayo F. Nwanze, President, International Fund for Agricultural Development 
 
With only six years to run before the 2015 target date for the Millennium Development Goals, global food 
security remains a precarious objective. The world is still reeling from the effects of last year’s spike in 
food prices, followed swiftly by the crushing impact of the global financial crisis and economic downturn.  
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As a consequence, hunger and poverty remain the scourge of developing countries. This year, FAO 
announced that more than 100 million people were being pushed into extreme poverty. We just learnt 
from the World Bank during the recently held G20 meeting in Pittsburgh that, by the end of 2010, 89 
million more people are expected to be living in extreme poverty, on less than US$1.25 a day, which 
would not have been the case without the global recession1.  
 
There are times, however, when some good comes out adversity. The recent crises, devastating in their 
impact and extensive in their reach, have succeeded in moving food security to the top of the agenda, 
including at the last meeting of the Development Committee in Washington in April, the G8 meeting in 
L’Aquila in July, the G20 Pittsburgh meeting and the Partnering for Food Security meeting in New York 
in September. It is now increasingly recognised that food security has two dimensions: food aid for 
critical situations and sustained investment in agriculture to break the poverty cycle.  
 
Growth in agriculture has driven wider economic advances throughout history, from Europe in past 
centuries to the rapidly growing economies of Asia today. It is clear that agricultural growth is 
fundamental to economic and social development. Indeed, agriculture can help drive global recovery from 
the recent economic crisis. Agriculture is a key player in the development agenda as it affects the vast 
majority of poor rural people who depend on it for their livelihoods. 
 
Smallholder agriculture, in particular, holds the key to sustainable growth and equitable wealth generation 
in the developing world. There are about 500 million smallholder farms worldwide, which directly 
support over two billion people – or one third of humanity. In many developing countries, particularly in 
Africa and Asia, smallholder farmers – often women – produce 80 per cent of the food consumed. With 
the right support, they can double or triple their production. These poor rural people are an important part 
of the global production potential and therefore an important element in the global economic recovery. 
 
But in order to release this potential and tackle the global problem of food insecurity in today’s context of 
volatile food prices, financial and economic uncertainties, and climate change, urgent investment in 
smallholder farming is needed. Steady progress has been made since the April meeting of the 
Development Committee, and there is now a growing consensus on the important role smallholder 
farmers can play. 
 
Agriculture is both a cause and a victim of environmental problems and climate change. It is one of the 
most vulnerable sectors to climate change, a major contributor to greenhouse gases, but also the main 
source of income for most of the world’s 1.4 billion extremely poor people. Urgent action is needed to 
tackle the growing impact of climate change as it may be exacerbating the slow food production response.  
 
In addressing the challenge of food security, global development and climate change, we therefore face 
three inter-related challenges: 
 
First, we must double food production in developing countries by 2050 to meet growing demand by 
ensuring support to the hundreds of million of smallholders; 
 
Second, we must adapt agricultural production to shifting weather patterns; and  
 
Third, we must minimize agriculture’s contribution to greenhouse gas emissions while maximizing its 
potential to mitigate climate change. 

                                                 
1 World Bank: “Protecting Progress: the Challenge Facing Low Income Countries in the Global Recession” [G20, 
Pittsburgh, September 2009] 
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To meet these challenges we will need substantial new resources, new ideas, and new ways of doing 
business. 
 
New finance is essential because the reality is that climate change is making development more costly. An 
estimated US$50 billion to $170bn per year will be needed for adaptation to climate change alone by 
2030. The pledge of $20 billion at the G8 Summit in L’Aquila for food security is an important step, but 
we have a lot further to go. 
 
New ideas are also essential, and in that respect, IFAD welcomes the food security initiative announced in 
L’Aquila and the commitment expressed by G20 leaders in Pittsburgh to address the impact of excessive 
price volatility in low income countries. Consistent with the G20 statement, IFAD affirms that it will 
coordinate its efforts with the World Bank, the African Development Bank and other regional 
development banks, as well as with its partners in Rome, the FAO and WFP, in order to contribute as 
effectively as possible to the success of the L’Aquila food security initiative. 
 
And new ways of doing business are necessary including strategies that involve all stakeholders:   small 
and large-scale farmers, rural credit cooperatives, global engineering firms, carbon trading firms, fertilizer 
producers – to name but a few. Our new business practices should also focus on capacity building, to 
strengthen local institutions and governance processes, as well as organizations of smallholder farmers 
and poor rural producers. And we need to take forward work to develop a code of conduct on governance 
of natural resources, which will guarantee responsible international investment in agriculture.  
 
Over the past 30 years, IFAD has invested US$11 billion of its own resources in low-interest loans and 
grants for agriculture and rural development in developing countries, and it has leveraged a further US$17 
billion in co-financing.  
 
Our investments have enabled poor rural women and men to grow and sell more food and to break out of 
poverty. The projects we support have helped poor rural people build their livelihoods and increase their 
wealth so that their families can eat better and their children can go to school – and even aspire to be the 
leaders of tomorrow. 
 
The pledges we have received for our 8th replenishment, covering 2010-2012 and amounting to about 
US$1.1 billion so far, will allow us to expand our activities, develop our presence in the field and improve 
our overall effectiveness and efficiency.  
 
There can be little doubt that, for sustained food security and global development, long-term investment 
in smallholder agriculture is an imperative. Thanks to the confidence and generosity of its members, 
IFAD has both the capacity and the expertise to help drive the international effort towards this goal. 
 
 
Statement by Mr. Juan Somavia, Director-General, International Labour Office 
 
Continuing Risks to Employment and World Economic and Social Stability 

 
Indicators of global labour market distress are on an upward track which is likely to continue well into 
2010 despite some initial signs that measures of the fall in output are easing and could become positive. 
The ILO forecasts that continued labour market deterioration around the world in 2009 would produce an 
estimated increase in global unemployment of between 39 and 61 million workers relative to 2007, which 
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could result in global unemployment ranging from 219 to 241 million – the highest level ever on record.2 
These figures also do not include a large increase in the numbers of discouraged workers, those on 
involuntary part-time work and pushed into informal work. This jobs’ shortfall is despite the employment 
and social protection measures taken by G20 governments since the economic crisis began which will 
have created or saved an estimated 7 to 11 million jobs in the G20 countries this year.3  

 
Labour market distress remains acute as a result of the crisis. If the special measures taken are unwound 
or withdrawn too early, the jobs crisis may worsen even further. Although some countries in Asia and 
Latin America have managed to keep their economies growing albeit at a reduced pace, job creation has 
slowed and job loss increased virtually worldwide. For women and men worldwide, and in particular for 
the most vulnerable and disadvantaged, the crisis will not be perceived as receding until they get a decent 
job and a minimum floor of social protection.  
 
I welcome the Managing Director’s statement that “even if growth recovers, it might still take some time 
for employment to follow. Unemployment might very well continue rising next year, even as the 
economy bounces back. For people losing their job, the crisis is not over. In many countries, particularly 
those without adequate social safety nets, poverty will persist. And with this comes risks to social 
stability.”4 A jobless recovery would not be economically, socially or politically sustainable. 
 
The world’s economically active population rises every year by some 45 million persons; mostly young 
women and men in developing countries entering the labour market. The challenge we face is to reduce 
unemployment and absorb this increase in the labour force. To do so we will need to ensure that 
employment recovers strongly along with the pick-up in output.  

 
There is a grave danger of long-term damage to the job prospects and productivity of the current cohort of 
young working women and men as a result of the scarring effects of unemployment and 
underemployment.  
 
The ILO Global Jobs Pact 
 
Harnessing economic recovery to the expansion of decent work opportunities through a internationally 
agreed basis for policy making is the fundamental objective of the ILO Global Jobs Pact adopted at our 
June 2009 International Labour Conference.5 It is a call for urgent worldwide action: national, regional 
and global. Heads of State and Government, Vice-Presidents, ministers of labour and leaders of 
employers’ and workers’ organizations from all regions voiced vigorous political support for the Global 
Jobs Pact at the ILO Summit on the Global Jobs Crisis held from 15 to 17 June 2009. It was strongly 
backed by UN Secretary-General Ban Ki-moon in his message to the Summit.   
                                                 
2 Key Indicators in the Labour Market, 6th edition, 2009 

3 Protecting People, Promoting Jobs: From crisis response to recovery and sustainable growth: ILO Communication 
to the Pittsburgh G20 Summit    
http://www.ilo.org/public/libdoc/jobcrisis/download/protectiong_people_promoting_jobs_summary.pdf  

4 Remarks by Dominique Strauss-Kahn, Managing Director, International Monetary Fund, at the Global Creative 
Leadership Summit, New York City, 23 September 2009  

5 “Recovering from the crisis: A Global Jobs Pact”. Resolution adopted by the 98th Session of the International 
Labour Conference, Geneva, June 2009. 

 http://www.ilo.org/wcmsp5/groups/public/---ed_norm/---relconf/documents/meetingdocument/wcms_108456.pdf  
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The Pact is a robust response of the representatives of governments, business and labour – actors of the 
real economy – to an unprecedented increase in global unemployment, underemployment and informal 
work which compound pre-existing labour market problems. It proposes a balanced and realistic set of 
policy measures that countries, with the support of regional and multilateral institutions, can adopt to 
strengthen their ongoing efforts to address the crisis while pursuing economic, social and environmental 
sustainability. It presents an integrated portfolio of tried and tested policies that puts employment and 
social protection at the centre of crisis response. These policies can be tailored to national and local 
situations and many countries are already implementing some of them.  
 
The Pact proposes measures and policies to: 
 

 Retain women and men in employment as far as possible, and sustain enterprises, in 
particular small, medium and micro-enterprises; 

 promote investments in employment intensive sectors, including green jobs and support job 
creation across economic sectors, highlighting the critical role of agriculture for employment 
and economic development in developing countries; 

 facilitate more rapid re-entry into employment and address wage deflation;  
 protect persons and families affected by the crisis, in particular the most vulnerable and those 

in the informal economy, by strengthening social protection systems to provide income 
support and sustain livelihoods as well as security of pensions; 

 accelerate recovery of employment and expand opportunities by acting simultaneously on 
labour demand and on labour supply; and to 

 equip the work force with the skills needed for today and tomorrow. 
 

The Global Jobs Pact is based on the ILO Decent Work Agenda and recalls that respecting fundamental 
principles and rights at work, promoting gender equality and encouraging voice, participation and social 
dialogue are also critical to recovery and development. Adopted in an integrated and coordinated manner 
these policies can reduce social tensions, mitigate the impact on people, stimulate aggregate demand and 
reinforce both competitive market economies and a more inclusive growth process. 

 
Importantly, the Global Jobs Pact calls for coordinated global policy action to maximise the positive 
impact on jobs and sustainable enterprises worldwide. Special attention is given to developing countries, 
particularly the least developed countries, and countries with restricted fiscal and policy space to respond 
to the crisis.  

 
The Pact calls on donor countries and multilateral agencies to consider providing funding, including 
through existing crisis resources, for the implementation of the Pact’s recommendations and policy 
options. It can contribute to tighter and more effective coordination of policies and delivery among all 
relevant international organizations, including the United Nations, the Bretton Woods institutions, and the 
regional organizations and development banks. In addition the Pact reflects the ILO’s commitment to give 
effect to the decisions of the United Nations Chief Executives Board (CEB) under its system-wide joint 
crisis responses initiative as well as a contribution to the G20 and other governmental processes.  

 
Putting Quality Jobs at the Heart of the Recovery 
 
The Pittsburgh G20 Summit agreed “on the importance of building an employment-oriented framework 
for future economic growth. In this context, we reaffirm the importance of the London Jobs Conference 
and Rome Social Summit. We also welcome the recently-adopted ILO Resolution on Recovering from 
the Crisis: A Global Jobs Pact, and we commit our nations to adopt key elements of its general 
framework to advance the social dimension of globalization. The international institutions should 
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consider ILO standards and the goals of the Jobs Pact in their crisis and post-crisis analysis and policy-
making activities.”6  

 
The IMF, the World Bank and the United Nations, have all warned in their recent forecasts that initial 
signs of recovery are relatively frail and that the coordinated effort to pull the world economy back from 
the brink of a severe depression needs to be maintained. Finance markets are still not functioning 
normally and confidence in the future amongst working women and men and enterprises is fragile. As a 
result in many countries consumption, the main driver of growth, is weak as is investment. As I argued in 
my statement to the April meetings of the IMFC and Development Committee, “imbalances in financial 
markets are related to wider disequilibria in society and in the process of globalization.” 
 
Building the framework for a strong, sustainable and balanced global growth that creates the good jobs 
that people need, to which the G20 Leaders committed in Pittsburgh, requires a new approach to global 
development that seeks to remedy the imbalances that were root causes of the current crisis. In many 
countries sustainable enterprises and decent work in the real economy were undervalued by comparison 
with the finance sector whose recent growth produced a bubble that has now burst. The social and 
environmental dimensions of sustainable development have not had the same priority as the economic. 
Flexibility has dominated the equally important need for security in labour market policy. The drive to 
liberalize at any cost has too often overwhelmed the importance of intelligent regulation of markets.   
 
One of the consequences of these imbalances is that in most regions of the world, the share of national 
income that goes to labour has been declining over the past three decades of globalization. Financial 
openness and financial crises have had a particularly detrimental impact on labour incomes.7 A shift of 
incomes away from labour and towards capital has contributed to rising inequality. A reduced labour 
share is thus a consequence of slow wage growth and a low employment component to output growth in 
the run-up to the crisis. These shifts also help to explain both the dependence of some countries on 
exports to drive growth and, in others, the pressure on wage earners to take on excessive debts to finance 
housing and consumption. 
 
Looking Ahead 
 
Stagnant or falling real wages and weak employment growth are a threat to a strong and sustained 
recovery. Strong, sustainable and balanced global growth into the future will need to be underpinned by 
an increase in the share of wages in national incomes. Wage cuts in a depressed market can be as 
damaging as trade protection in producing a downward spiral of falling demand. During the crisis, some 
countries with strong automatic stabilizers from their social protection systems and that have supported 
employment have experienced less damage than those with more deregulated labour markets. Recovery 
will not be helped by a narrow pursuit of flexibility as the key policy for employment growth. What we 
need are inclusive labour markets that encompass the time-tested institutions that underpin the security 
and adaptability of workers and enterprises.  

 
The share of profits within the overall profits of enterprises from the intermediation services of the 
finance sector rose during the bubble years in a number of countries, dampening investment in productive 
enterprises and thus sustainable growth. Future growth requires a reemphasis on the returns to medium to 
long term productive investment particularly for small and medium-sized enterprises. 

                                                 
6 Leaders’ Statement at the Pittsburgh Summit, 24-25 September 2009 (paragraph 46) 
http://www.pittsburghsummit.gov/mediacenter/129639.htm  

7 Labour Shares, Malte Lübker, ILO Policy Integration Department, Technical Brief No. 01 
http://www.ilo.org/wcmsp5/groups/public/---dgreports/---integration/documents/publication/wcms_086237.pdf  
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Global recession has shown that we need to start thinking urgently about building and spreading the 
“automatic stabilizers” of social protection. The extension of social protection systems in all countries can 
play an important role in this shift towards a more balanced growth path. Building a basic social 
protection floor should include access to health care, income security for the elderly and persons with 
disabilities, child benefits and income security combined with public employment guarantee schemes for 
the unemployed and working poor. This needs to be done adapting to local realities and on a fiscally 
sustainable basis. Least developed countries should receive development assistance to support this effort. 
This is a key area of strengthened cooperation between the IMF, the World Bank, the United Nations and 
the ILO. 
 
The policy framework for strong, sustainable and balanced growth must create incentives for new drivers 
of growth – productive investment, the generation of decent work opportunities and the expansion of 
income-based demand. 
 
The coordinated effort to generate a strong recovery and shape a new more inclusive globalization must 
include measures to support countries facing policy constraints as a result of underlying structural 
problems. Several emerging and developing countries are not in a position to mount the fiscal or 
monetary stimulus measures used by other countries to stave off the recession. However, if they are 
obliged to adjust through retrenchment this would weaken prospects for a global recovery as well as 
putting severe strains on an often fragile social fabric. Highly concessional medium to long term 
international support is needed by policy-constrained countries to create time and space for strategies of 
adjustment through growth. The enlargement of concessional support by the IMF to least develop 
countries is welcome. 
 
The crisis is not even beginning to be over for working women and men. The signs of a bottoming out of 
the recession are strongly influenced by the stimulus measures undertaken by many countries over the last 
year. The continuing rise in unemployment and the squeeze on wages is a drag on recovery. In most 
countries the private sector contribution to growth also remains weak, hampered by both a weak supply of 
credit and severely weakened confidence among enterprises and households. Thinking about eventual exit 
strategies from the stimulus may be worthwhile. For example, given the possible weakness of labour 
demand, retaining employment and social protection measures is likely to be essential. Premature action 
to roll back the stimulus packages risks cutting off recovery before it is firmly established. 
 
The G20 Pittsburgh Summit has made important steps in setting out a strategy for both recovery and 
reform. The IMF, the World Bank, the ILO and other international institutions have important roles to 
play in supporting the development of a new strategy for strong, sustainable and balanced growth. The 
UN Economic and Social Council and the UN Chief Executives Board through its Joint Crisis Initiatives 
are making valuable contributions to the same end. The ILO particularly welcomes the agreement in 
Pittsburgh “on the importance of building an employment-oriented framework for future economic 
growth” and the request that “international institutions should consider ILO standards and the goals of the 
Jobs Pact in their crisis and post-crisis analysis and policy-making activities.” The ILO looks forward to 
close collaboration with the IMF and the World Bank to follow up on the commitment “to work together 
as we manage the transition to a more balanced pattern of global growth.”  
 
To avoid a prolonged period of labour market underperformance, international policy- makers must focus 
on measures to substantially improve the employment content of growth during the recovery. The ILO 
Global Jobs Pact provides an important impetus to this effort. Improved policy coherence between 
employment and social protection measures and financial, trade and environmental policies is a vital 
ingredient in getting the world back to work. It is necessary to show the capacity to adopt strong and 
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innovative measures in the employment and social protection field as have been used to save finance 
institutions.  
 
The ILO also looks forward to collaborating with member States and the UN system on the 
implementation of new commitments on climate change in Copenhagen. The policy framework for 
strong, sustainable and balanced growth must embrace a global strategy for greening the economy. The 
transition to a lower carbon economy will take place in enterprises and workplaces all over the world and 
create opportunities for green jobs from the reorientation of consumption, production and employment 
patterns. Realizing these opportunities and planning for the phasing out of unsustainable activities 
depends on extensive use of the ILO tool of social dialogue with industry and trade unions.  
 
 
Statement by Dr. Ahmad Mohamed Ali, President, Islamic Development Bank 
 
The Islamic Development Bank (IsDB) Group appreciates the invitation to attend the 80th meeting of the 
Development Committee and to share its views on some developmental issues requiring our collective 
efforts to assist our common member countries to achieve internationally agreed development goals. The 
IsDB Group recognizes the enormity of the challenges, which are exacerbated by the recession that 
engulfed the global economy, facing the development community. Even though the tide of the recession 
appears to be subsiding, urgent attention is needed to address the development challenges.   
 
In today’s world, poverty is endemic across the regions and countries of the world; unemployment is on 
the rise amid the recession; climate change continues to ravage environmental serenity with detrimental 
developmental consequences; global trade is yet to rebound after declining because of the recession; and 
volatility of oil prices continues to haunt the global economy. These challenges confront the development 
community and the success of development assistance is contingent upon mitigating their adverse effects 
on the social and economic well being of the people.   
 
Recent developments in the global economy have underscored the need to strengthen coordination and 
enhance synergy in addressing these development challenges. The financial crisis that originated from the 
US morphed into a global economic recession due to the interconnections of the world economies. 
Despite limited exposure of many developing countries to the international financial system, the 
contagion effect has been pronounced due to reduced FDI and private debt flows, weakened global import 
demand and decreased remittance inflows.  
 
Impact of the Global Recession on Member Countries of IsDB  
 
Most member countries of the IsDB Group are developing countries that have been hit hard by the global 
economic downturn. Let me turn to the impact of the global recession on IsDB member countries, its 
responses to the evolving needs of member countries and perspectives of the IsDB going forward.   
 
The global recession has affected the economies of member countries of the IsDB Group through a 
number of channels including dwindling remittances, low export earnings due to falling commodity prices 
and falling FDI flows. The economic growth of IsDB member countries (as a group)  declined from 6.1 
percent in 2007 to 5.1 percent in 2008 and is projected to further decline significantly to 1.3 percent in 
2009.  
 
The economic growth of the IsDB 28 Least Developed Member Countries (LDMCs), which has been 
rising in recent years, slowed down from 8.1 percent in 2007 to 6.6 percent in 2008 and is projected to 
decelerate to 4.5 percent in 2009. The steeper deceleration of the economies of LDMCs relative to the 
whole 56-member countries is due mainly to the sharp decline in resource flows (e.g. remittances, ODA, 
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etc.), inherent structural weaknesses and weak macroeconomic fundamentals in responding to external 
shocks. The economies of the non-LDMCs slowed down from 5.9 percent in 2007 to 4.9 percent in 2008 
and are projected to decelerate to 0.9 percent in 2009, mainly due to lower export earnings which were 
adversely affected by the global financial and economic crisis. In particular, the current account of these 
countries deteriorated from a surplus of 9.5 percent of GDP in 2008 to a deficit of 0.8 percent of GDP in 
2009, compared to LDMCs’ current account surplus of 0.7 percent in 2008 to a deficit of 3.1 percent in 
2009.  
 
Current account balance of member countries as a group improved slightly from 8 percent of GDP in 
2007 to 8.8 percent of GDP in 2008 but is expected to be negative in 2009. The moderate increase in 
current account balance in 2008 is attributable to the gains that accrued from increase in international 
commodity prices during the first half of the year. This means that, the reverse impact of sharp fall in 
prices that started in the second half of 2008 did not completely counterbalance the revenue gains that 
accrued from the commodity price increases of the first half of the year. However, the deepening effect of 
the recession is expected to take a significant toll on the current account balance of member countries in 
2009 leading to a negative current account balance, especially as global trade is not expected to show 
strong signs of recovery.   
 
The global recession has exacerbated the development challenges facing IsDB member countries. Given 
that a steady economic growth is a prerequisite for poverty alleviation and social safety nets for enhancing 
the welfare of the people, the slump in economic growth of member countries, coupled with their relative 
macroeconomic weaknesses, portends a serious setback for member countries in achieving internationally 
agreed development goals. This is even more ominous for IsDB’s 28 LDMCs.  
 
IsDB’s Responses 
 
The IsDB Group has responded to the situation in various ways with a view to assisting member countries 
to cope with the impact of the crisis on their economies.  
 
In the wake of the outbreak of global financial crisis in September 2008, the IsDB Group invited leaders, 
scholars and experts from the Islamic financial industry for a Forum on ‘Global Financial Crisis and its 
Impact on the Islamic Financial Industry’, which was held at IsDB Headquarters on 25 October 2008. 
Following the recommendations of the Forum, the IsDB, after consultations with key stakeholders, 
established a Task Force on “Islamic Finance and Global Financial Stability”, chaired by the Governor, 
Bank Negara Malaysia, whose work is aimed at contributing to the reform process of the global financial 
system with a view to enhancing its resilience and preventing future recurrence.  
 
The Bank initiated special intervention programs targeting member countries with critical needs. In order 
to ensure adequate resource availability for sustaining the support, the IsDB adopted leveraging and 
resource mobilization measures to bolster its liquidity, including the issuance of Sukuk (Islamic bonds) to 
raise financial resources for its interventions in member countries. The Bank will increase its annual OCR 
financing by 30 percent per annum over the next three years, which translates to additional $2.5 billion of 
financing that would target, mainly physical and social infrastructure projects in member countries to spur 
the growth of their economies. 
 
In order to shore up the private sector in member countries to enable them to spearhead the process of 
economic growth, the Islamic Corporation for the Development of the Private Sector, (ICD), a member of 
the IsDB Group, increased its authorized capital from $1 billion to $2 billion and the capital is open for 
subscription from $500 million to $1 billion. 
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The World Bank estimates that additional 55 million more people will fall below the poverty threshold of 
$1.25 a day in developing countries in 2009 because of the combined effects of the economic and food 
crisis. The ILO indicates that the global financial and economic crisis could increase the number of 
unemployed by 59 million from 2007 to 2009 across regions of the world. In recognition of the worsening 
unemployment and poverty situation caused by the global economic meltdown, the IsDB has intensified 
its efforts in assisting member countries to cushion these negative effects. 
 
Reducing poverty is a high priority in the operations of the IsDB and employment generation activities is 
the kernel of our poverty alleviation programme under the concessional Islamic Solidarity Fund for 
Development (ISFD).  So far, the ISFD has financed about 26 projects in different sectors and has created 
two thematic programmes for poverty alleviation; Vocational Literacy Programme for Poverty 
Alleviation (VOLIP) and Microfinance Programme for African Member Countries.  
 
Considering that one of the main sources of transmission of the impact of the global recession on member 
countries is the precipitous decline in trade volume aggravated by constraints on trade financing, the IsDB 
Group has initiated measures to scale-up trade financing operations from $5 billion to $7.5 billion. In 
addition, the International Islamic Trade Finance Corporation (ITFC), the trade affiliate of the ISDB 
Group is collaborating with other MDBs to further increase trade financing operations through leveraging. 
These include collaboration with the International Finance Corporation (IFC) for $1 billion of trade 
financing ($400 million from IFC and $600 million from ITFC); African Development Bank (AfDB) for 
$200 million and Arab Monetary Fund (AMF) for $100 million. Furthermore, the Islamic Corporation for 
the Insurance of Investment and Export Credit (ICIEC), the insurance affiliate of the IsDB Group plans to 
modify its insurance coverage policy to include import of capital goods, domestic insurance and 
possibility of 100 percent insurance coverage as part of its efforts to bolster trade.  
 
It is recognized that adequate financing of development projects per se would not be enough to tackle the 
mounting development challenges facing IsDB member countries. Appropriate macroeconomic policy 
environments anchored on fiscal efficiency and effective utilization of resources to enhance the value 
adding capabilities of factors of production is very critical. In addition, domestic public expenditure 
patterns need to accord prominence to education and health sectors. This could create the requisite 
conditions for human capital development, innovation and technological progress, which are the key 
ingredients for attaining sustainable and inclusive growth, prosperity (poverty alleviation) and indeed, 
overall development.  
 
For our part, we would continue to support member countries in key sectors, especially education, health, 
and infrastructure based on thorough evaluation of country constraints and niche areas for intervention.  
 
Looking Ahead 
 
The IsDB Group welcomes the commitments of G20 countries for augmenting the resources of the IMF 
and other MDBs along with other measures to help in restoring confidence in the financial markets and 
stimulating economic growth, offsetting credit crunch in trade financing, mitigating the tightening of 
access to international finance and counteracting reduced remittances and ODA flows. The IsDB Group 
recognizes that mainstreaming the G20 reform agenda in the global financial system will entail 
implementation challenges for national authorities and standard setting bodies at the regional level. It is 
pertinent that IMF and other MDBs, including the IsDB Group, coordinate their support for capacity 
building aimed at further strengthening the domestic and regional financial sector.         
The IsDB Group has two distinct characteristics. First, it is the only South-South development institution. 
Given the potential significance of South-South cooperation in fostering a steady global economic 
growth, the role of the IsDB Group in addressing perennial development challenges is very crucial. 
Secondly, the financial instruments used by IsDB follow the principles of Shari’ah (Islamic law).  
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The intrinsic feature of Islamic finance is participatory finance in which both the financiers and business 
partners share in the ex post outcome of risk and reward. It is therefore not a coincidence that Islamic 
banks and financial institutions have remained largely resilient to the global financial crisis because of 
their insulation from ‘toxic’ financial assets, prohibition of speculative activities, and ensuring productive 
linkage between the financial sectors to the real economy. 
 
As the international development community braces up for reforming the global financial system in 
recognition of the weakness of conventional banking practices that triggered the global financial crisis, 
the principles and instruments of Islamic Finance emerge as viable option. The Islamic tenet of risk 
sharing combined with the adherence to universal ethical values, restrictions on the sale of debt and its 
further securitization, has the potential of enhancing soundness and stability of institutions as well as the 
market and, thereby, reducing the emergence of asset bubbles.  
 
In conclusion, as signs of recovery are manifesting, especially in advanced economies complemented by 
the robust resilience of the emerging economies, member countries of the IsDB need to evolve cohesive 
strategies for economic growth and cope with a newly emerging international financial landscape. While 
the economies of many IsDB member countries have demonstrated sound economic fundamentals to 
weather the current global economic downturn, there are many challenges ahead, especially in the realm 
of macroeconomic policies and fiscal efficiency. There is the need for intensive public and private 
investments that accord priorities to key sectors in order to promote recovery and sustain higher levels of 
growth.  
 
The IsDB Group recognizes the growing relevance of knowledge and ideas in achieving development in 
that the application of knowledge in harnessing productive resources provides avenues for innovation and 
technological progress that propels economic growth and development. Hence, the IsDB Group 
encourages member countries to anchor their macroeconomic policies and development strategies on 
building a robust knowledge economy to gain a competitive edge. Application of policies that emerge 
from a robust body of knowledge provides the platform for effective utilization of resources for achieving 
inclusive growth, development and poverty alleviation.  
 
At present, the IsDB along with the member countries concerned, the Islamic Financial Institutions and 
the International Institutions, is actively engaged in strengthening the legal and regulatory framework of 
the Islamic Financial Service Industry to facilitate its mainstreaming in the global economy. 
 
Also, as a signatory of the MDBs statement on corporate governance and in recognition of the paramount 
role of governance in the healthy development of the global economy, the IsDB will pursue its efforts 
with other MDBs for the promotion and dissemination of good corporate governance practices. 
 
On behalf of the IsDB Group, I wish the Development Committee, fruitful deliberations in its 80th 
Meeting and reiterate the full commitment of the IsDB Group in intensifying global cooperation for 
achieving internationally agreed development goals.  
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Statement by Mr. Angel Gurría, OECD Secretary-General, and Mr. Eckhard Deutscher, 
Chairman, OECD Development Assistance Committee (DAC) 
 
ONE YEAR ON:  CARRYING FORWARD THE INTERNATIONAL RESPONSE TO THE CRISIS 
 

From crisis to stability -- and the green shoots of growth 
 

A year ago at this time the world was on the very brink of a global financial meltdown -- with direct and 
immediate implications for growth and stability.  We have averted the disaster scenarios, thanks to swift 
and robust government action to stimulate fiscal and monetary policy, support failing financial 
institutions and industries, and begin work addressing a range of public policy reforms.  International 
co-ordination has deepened, led by the emergence of a new global governance framework -- the G-20 -- 
which is now a key reference point for international economic co-operation and decision-making.   

 
Recent statistics show recovery is taking hold in most of the OECD area. A number of the large 
emerging economies are growing strongly again.  More generally, financial conditions have improved, 
share prices have risen, money market stress has been eased, world trade volume has stabilised, and 
business confidence has started to recover.  We are experiencing a moderate recovery, but the pace of 
activity in the OECD area is expected to remain weak well into 2010, and it may take some time to 
regain previous rates of growth. 

 
Remaining challenges in responding to the crisis  

 
Despite these gains, there is no room for complacency.  We face a number of urgent issues now:  the 
need to recapitalise banks, agree on financial sector regulation and supervisory arrangements across 
countries, and co-ordinate policies and actions to ensure the world economy is on track for balanced and 
sustainable growth.  Further, the employment outlook is very worrisome:  in the OECD area alone, the 
unemployment rate has already reached a post-war record high of 8.5%, with direct impacts on incomes 
and social well-being.  Governments must act quickly and decisively in confronting this major jobs 
crisis -- which will likely deteriorate further in the coming year.   
 
At the same time we must work with resolve and energy to address new and urgent needs in developing 
countries brought on by the crisis.  We cannot forget the millions of people in the developing world who 
have lost their jobs as a result of the global downturn -- and the consequences for increased poverty, 
hunger and vulnerability.  We cannot allow the crisis to compromise achievement of the Millennium 
Development Goals -- the global benchmark for improving social conditions and economic 
opportunities for the vast majority of humanity.  We cannot let it jeopardise the hard-fought gains 
achieved over the past five years in so many poor countries to improve health standards, expand 
educational systems, invest in crucial infrastructure and carry forward structural reforms. 
 
We in the OECD will be working on multiple tracks in responding to these challenges.  We will be 
providing analysis and insights regarding exit strategies, financial system regulation, fiscal 
consolidation, and frameworks for encouraging transparent and responsible business practices.  On the 
trade front, we will continue to counter protectionism and promote a balanced and ambitious conclusion 
to the Doha Development Round.  We will also be looking at ways countries can address global 
imbalances. And finally, we will deepen our work to improve economic and social conditions in the 
developing world by implementing the aid effectiveness agenda and by ensuring our public policies -- 
including trade, migration, agriculture, innovation and climate change -- are coherent with our 
overriding commitment to promote growth and development progress in developing countries.   
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Towards Greener Growth 
 

At the meeting of the OECD Council at Ministerial level held in June 2009, Ministers of Finance, 
Economy, Trade, Foreign Affairs and Environment from 34 countries invited the OECD to develop a 
Green Growth Strategy. Ministers committed their countries to progressively shift towards a mix of 
production and consumption policies that will lead to a new growth paradigm, achieving economic 
recovery and environmentally and socially sustainable economic growth.  
 
The Green Growth Strategy will help governments identify policies supportive of economic growth 
while reducing pollution and greenhouse gas emissions, waste and inefficient use of natural resources 
and, at the same time, addressing social implications for the transition to a green economy. It will take a 
global view on how country policies have an impact on sustainability over time and will seek more 
collaborative approaches to address global challenges.  
 
The Green Growth Strategy will include developed and developing economies. The role of development 
co-operation will be crucial in enhancing the coherence of green growth policies in developing 
countries.  
 
An Interim Report will be delivered to the 2010 Ministerial Council Meeting (MCM) and a Final Report 
to the 2011 MCM. 

 
Other relevant work 

 
Important mandates have been requested of the OECD by both the G-20 and G8 over the past year, as 
the international system has grappled with the urgent actions and necessary co-ordination required to 
effectively address devastating global financial and economic distress.  The unique features of the 
OECD -- its ready access to comparable data and good practice across many policy domains, its 
analytical strengths and its leadership in developing innovative standards and disciplines -- will be 
brought to bear as these mandates are implemented.   
 
This includes work on investment measures, where the OECD will promote i) broader adherence and 
enforcement of the OECD Convention on Combating Bribery of Foreign Public Officials in 
International Business Transactions and support its permanent monitoring mechanisms and ii) enhance 
the work of the OECD Freedom of Investment Round Table to monitor restrictions on investments.  
 
The OECD has also been able to deliver a restructured Global Forum on tax transparency, which 
includes more than 90 jurisdictions on an equal footing.  The Global Forum met in Mexico on 1-2 
September and agreed a programme for in-depth peer reviews to start early in 2010. G20 Leaders 
welcomed this progress at their Pittsburgh Summit.  Following a request of the G20, the OECD is also 
very active in making sure that this new transparent environment will benefit developing countries. It is 
developing multicultural instruments on mutual administrative assistance which will be open to 
developing countries.  It also very actively supports the development of the African Forum on Tax 
Administration, in particular to enhance capacity building programmes. 
 
The OECD has received a mandate to develop and implement a “Whole of Country” comprehensive 
development effort instrument to help G8 governments share good practice in working more effectively 
with the private sector, professional associations, philanthropies and civil society in efforts to support 
developing countries.  A first assessment report will be submitted to G8 Leaders in 2010. 

 
The recent OECD Employment and Labour Ministerial has provided a timely opportunity after the 
Pittsburgh Summit to share views on policy responses to the current jobs crisis.  The OECD is 



 

109 
 

committed to promoting dialogue and exchange with developing and emerging economies to address the 
employment and social challenges arising from the global crisis.  We will continue working with 
relevant international organisations and the ILO in particular in organising and informing governments’ 
efforts to promote job creation. 
 
CRISIS PERSPECTIVES FROM THE DEVELOPMENT ASSISTANCE COMMITTEE (DAC) 

 
Taking stock:  the impact of the crisis on developing countries  

 
It has become increasingly apparent that low-income countries have not been insulated from the effects 
of the global financial crisis:  transmission to the real economy has been swift and sharp for developing 
countries, although with varying intensity depending on export performance, level of debt and reserves, 
and relative development progress.  A range of policy responses have been taken, including fiscal 
stimuli and increased social protection measures.  Nevertheless, in the vast majority of poorer 
developing countries there is little or no fiscal space for counter-cyclical expenditure policies.  It is 
increasingly difficult for these governments to cope with the crisis and mediate its impact.   
 
The IMF now projects growth in low-income countries to slip further in 2009 due to worse-than-
expected trade, remittance, foreign investment and aid figures.  And the World Bank estimates that -- as 
a direct consequence of the crisis -- an additional 89 million people will be living in extreme poverty by 
2010.  Approximately US$ 11.6 billion of core spending and investment -- in education, health, 
infrastructure and social protection -- is now at risk in the most vulnerable countries, which may lead to 
social unrest, unsustainable migration patterns, and conflict.   

 
As a result of the G-20 London commitments, the international system mobilised an unprecedented 
amount of emergency resources to finance countercyclical expenditure in the developing world.  
Perhaps some are not clear as to how these commitments are being implemented.  How quickly are the 
World Bank and the IMF making these resources available?  How much of this money is truly “new” -- 
and what share will be going to the poorest countries?  How flexible are the conditions for receiving 
these resources?  What are the implications of these additional multilateral funding needs for 
replenishment schedules -- and will donors rise to the occasion in the face of their own budget 
pressures?  What will be the role of assistance from non-OECD economies?  In a larger sense -- will the 
low income countries be left behind while the rest of world emerges from recession?   

 
Responding to the crisis:  the 2009 DAC Action Plan 

 
In response to the crisis the DAC endorsed a special Action Plan at the May 2009 High Level Meeting.  
The plan is designed to ensure that overall international support -- bilateral and multilateral funding as 
well as other development flows -- for poorer countries at this critical juncture is timely, adequate and 
coherent.  The Action Plan covers six core issues, with a set of pledges and commitments under each of 
them.   
 
Many of the core issues are not new:  delivering on aid promises; aid predictability; respecting 
ownership; focusing on results; and policy coherence for development.  Members are agreed that the 
Paris Declaration and the Accra Agenda for Action must be the cornerstone of donors’ response to the 
crisis.  At a time of crisis and uncertainty, developing countries need aid more than ever – and they need 
to know that this aid will turn up on time, on budget, and in-line with their needs. 
 
Other core issues covered in the Action Plan are breaking new ground, including:  
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 agreement on the need for donor flexibility regarding “bridge finance” to support public 
investments that must be protected or scaled up;  

 
 more rapid, more flexible funding -- to match the urgent nature of the crisis;  

 
 bringing forward multilateral fund replenishments;  

 
 enhancing the understanding of interactions across development finance (including innovative 

finance, philanthropy, voluntary funding, private/public partnerships, etc.), and  
 

 accountability for delivering on the DAC Action Plan crisis response. 
 
The DAC is now developing a monitoring framework to report, in real time, on crisis-related actions by 
development partners.  A preliminary readout on the rapidity and adequacy of the response will be made 
available in early 2010.   

 
Variable performance in delivering aid promises -- and threats on the horizon 

 
DAC donors provided US$ 120 billion to the developing world in 2008, an increase of 10% over the 
previous year.  At the outset of the crisis, an extraordinary step was taken to launch a special “Aid 
Pledge” to maintain ODA commitments, which was endorsed at the OECD in November 2008.   

 
Results tabulated from the DAC forward spending survey -- the only one of its kind -- undertaken in 
mid-2009 show a US$ 24 billion gap (in 2008 US$ terms) towards reaching landmark 2010 
commitments.  The most worrying trend is the drop in ODA to Africa, which has been growing at half 
the rate required to reach the annual US$ 50 billion target agreed at Gleneagles.   

 
The OECD will continue to track – and publicise – donor performance against all their aid 
commitments.  Budgets for 2010 are now being prepared in many countries:  a special survey will be 
undertaken of budget plans to assess prospects for achieving the targets early in 2010.   

 
Most DAC members are expected to meet, or nearly meet, their 2010 targets.   However, there are likely 
to be large shortfalls in a few countries.  The outlook for meeting the Gleneagles targets is politically 
challenging given widespread fiscal stress in DAC Member countries arising from their own domestic 
crisis response.   
 
Voice, opening up and reform:  the DAC Reflection Exercise  
 
Changing geopolitical relationships and economic power weights across the international community 
have created impetus for reform of international institutions to ensure equitable representation and 
greater voice for participating countries in influencing discourse and decisions.  Voice is on the table:  it 
is an extremely important issue to be addressed, and I hope progress will be quickly achieved.   
 
The Development Assistance Committee itself is changing in line with the evolution of global relations 
and comity.  Over the past two years a strategic Reflection Exercise has been carried out by members to 
better understand and agree how to sustain and increase the relevance of the Committee in the changing 
development landscape over the next ten to fifteen years.  The recommendations call for, inter alia, i) 
ensuring the DAC extends and deepens inclusion of key development stakeholders in all areas of its 
work, ii) investing heavily in reaching out to and building effective relationships with other donors and 
key stakeholder groups, and iii) working proactively to welcome new Members.   
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Other proposals coming out of the Reflection Exercise will shift DAC work from an aid-centric focus to 
one encompassing additional dimensions of the development problematique, including global public 
goods, policy coherence for development and aid architecture.  
 
The DAC is actively taking forward the work required to implement the reform agenda implicit in the 
Reflection Exercise.  A Special Task Team is considering options and modalities for opening the DAC 
to a wide range of partners and engaging with non-DAC donors, with a remit to report back in spring 
2010.   

 
Making the most of multilateral aid   

 
Just a few months ago the DAC Secretariat published the first-ever analytical report assessing the 
multilateral system for financing development.  The report covered the structure, funding, aid allocation 
patterns, strategies, policies and results of multilateral institutions.  Multilateral institutions are 
important players in the international system:  over the past two decades the amount of resources they 
channel has increased 50% in real terms (from US$ 19.1 billion in 1987 to US$ 28.2 billion in 2006), 
and they play important systemic roles in terms of research, policy influence and economies of scale.   

 
The report found there has been a rapid increase in the number of actors in the multilateral system, 
which has led to widespread fragmentation (with associated costs and inefficiencies), overlap, and 
increased unpredictability.  Institutional specifics e.g. reform processes, effectiveness, flexibility and 
agility of response -- vary across the system.  A key message coming out of the assessment is that there 
is no single locus of co-ordination for the multilateral development finance system.  

 
Both the World Bank and the International Monetary Fund have impressive track records in identifying 
and rallying support for emerging development concerns, responding to urgent needs and nourishing the 
development debate.  Results shared at this meeting show that, once again, they have responded 
creatively and comprehensively to the current crisis challenges.  It will be crucial for the IMF, in taking 
a lead role in providing resources to developing countries, to move quickly and flexibly, accommodating 
growth needs and exceptional social protection levels in the face of fiscal pressures.  It will be equally 
important for the World Bank to continue rapid disbursement of IDA resources to cover urgent 
financing gaps in health, education and infrastructure funding in the most vulnerable countries.  

 
 
Statement by Mr. Suleiman J. Al-Herbish, Director-General, OPEC Fund for International 
Development (OFID) 
 
One year after the global financial crisis impacted the world economy, there are signs of stabilisation in 
some of the larger countries. It remains to be seen whether the momentum of growth will be sustained 
when the authorities begin to implement expected macroeconomic measures such as lower monetary 
expansion, normalised interest rates and policies to reduce fiscal deficits. 
 
Some Asian economies, particularly those with close trading links to China, have already seen high rates 
of growth of exports and industrial production in the second quarter but these gains are mainly limited to 
middle income countries. The economic and social conditions of most developing countries remain badly 
affected by the many various shocks which accompanied and followed the unfolding of the crisis.  
 
The ‘development emergency’ has many aspects. Most notable has been the volatility of commodity 
prices. Since mid-2008 exporters have suffered from a sharp deterioration in their terms of trade and 
export volumes. Labour incomes have fallen whilst governments have seen a marked downshift in tax 



 

112 
 

revenues. Inward flows of capital reversed as foreign investors moved to reduce their risk exposure to 
poorer countries. Remittances from workers in developed countries were cut as unemployment levels 
rose. Future allocations of official development assistance may be at risk as advanced countries attempt to 
mitigate the effect on their fiscal deficits of unprecedented support for their banks and insurance 
companies. The private sector has been affected by a shortage of affordable credit. Governments in low-
income countries have been unable to assist private business, in contrast to the extensive support provided 
by the authorities in the developed countries.   
  
Overall many developing countries faced, and continue to face, a crippling shortfall in financial resources. 
The outcome in the short term has been a marked increase in the borrowings of many developing 
countries, in some cases threatening the progress made towards debt sustainability. Financial reserves, 
built up over many years, are being rapidly eroded to pay for essential imports of food and commodities.   
 
In addition to the financial shock, the economic crisis may cause developing countries, particularly the 
poorest, to reconsider their polices towards globalisation and integration into the world economy. For 
many years such countries have been urged to follow policies of restraint and reform in the expectation 
that sustained capital inflows would revitalise the private sector and help alleviate poverty. In 2008 these 
expectations were shaken by the crisis.  
 
A crisis, not of their making, rooted rather in the over-leveraged financial sectors of advanced countries, 
deprived many poor countries of investment capital without warning. Capital was urgently repatriated to 
strengthen weakened balance sheets with serious and lasting consequences for long term investment in 
both productive capacity and infrastructure. Poor countries had no say in the governance of the financial 
and regulatory systems which allowed this meltdown and little influence over the policy response. 
 
The response to the crisis so far has not been proportionate to the needs of the poorest countries. Top 
priority has been help for highly indebted countries in Eastern and Central Europe which have substantial 
obligations to banks in advanced countries. Some development assistance reflects economic performance. 
Such criteria, however sound in principle, will exclude many countries which are least able to weather the 
storms of the crisis.     
 
These circumstances underline the value of the consistent, needs-driven support which has been provided 
for over thirty years by the OPEC Fund for International Development (OFID). The mandate of OFID is 
to help all non-OPEC developing countries, particularly the poorest, achieve their economic and social 
potential through the provision of financial and technical assistance which is unconditional and offered in 
the spirit of partnership. This assistance is made available through public and private sector facilities; a 
facility for trade finance is a recent, and timely, addition. 
 
The struggle against energy poverty is a major priority for OFID. It is impossible for the poorest countries 
to sustain economic and social development without reliable supplies of modern energy yet the financial 
and economic crisis has severely dented the willingness and ability of the private sector to make such big-
ticket investments. The Riyadh Declaration of November 2007 recognized that energy is essential for 
poverty eradication, sustainable development and the achievement of the Millennium Development 
Goals. OPEC Member Countries resolved to align the programmes of OFID and their other aid 
institutions with the objective of eradicating energy poverty in developing countries. In accordance with 
the Declaration, King Abdullah of Saudi Arabia in June 2008 called on the World Bank to cooperate with 
an Energy for the Poor Initiative to improve access to affordable modern energy services in the poorest 
countries. 
 
This initiative now forms part of the World Bank Infrastructure Recovery Assets Platform (INFRA). At 
the launch of the Platform in April, the Bank noted the importance of investing in infrastructure which 
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“can provide the platform for job creation, sustainable economic growth and overcoming poverty, and 
help jump start a recovery from the crisis”. Considering that the first priority of the initiative is an 
economic and flexible energy supply for the poor, investment in fossil fuel solutions will not be 
neglected. Together with renewables, such fuels should form part of an efficient and commercially viable, 
non-subsidized, energy supply. 
 
In June the Governing Board of OFID approved a record level of operations - USD$455 million in new 
commitments. The operations included support for vital energy infrastructure projects in Mozambique, 
Pakistan and Rwanda complementing previous energy projects in Armenia and Gambia. Earlier this year 
the Governing Board approved assistance for a program to rehabilitate a hydro-electric plant in Haiti and 
an innovative project to improve the efficiency and financial sustainability of the electricity distribution 
network of the Dominican Republic.  
 
A related priority for OFID is the need to provide finance for SMEs, workshops, farmers and local 
communities. Solving energy poverty requires sustained growth in incomes from manufacturing and 
agriculture so that people can afford to use energy for further productive applications. OFID actively 
cooperates with regional development banks, commercial banks and microfinance institutions in order to 
start and maintain the momentum of viable commercial activities at all levels. Earlier this year OFID 
extended a loan to an innovative microfinance provider in Africa, a continent largely deprived of credit 
finance at the local level. This provider has brought affordable loan products to the lower-income parts of 
the market, helping small businesses, retailers and franchise operations  
 
One of the first impacts of the crisis was a shortage of trade finance to cover transactions with poor 
countries. The short maturity of letters of credit and other such instruments meant that it was easy for 
commercial banks to withdraw capital back home. This year OFID has taken part in many trade finance 
syndicates, with a particular emphasis on Africa. 
 
OFID has always been open to fruitful collaboration with the World Bank and the IFC. At this meeting of 
the Development Committee, it is particularly appropriate to illustrate the expanding scope of such 
ventures which should make a significant contribution to the alleviation of poverty. 
 
OFID is already committed to three elements of the IFC Private Sector Platform.  In June the Governing 
Board authorised OFID participation in the Global Trade Liquidity Pool.  This vehicle is designed to 
aggregate funding from many institutions and route trade liquidity through approved commercial banks in 
an efficient manner. The Pool will have a global reach beyond the capacity of any individual development 
finance institution. 
 
OFID has also committed resources to the Africa sub-fund of the Bank Capitalization Fund (BCF). Banks 
in Africa are suffering from higher default rates and lower earnings. These trends will erode their capital 
base and inhibit further lending. The BCF is a global private-equity fund which will invest in significant, 
viable commercial banks which are in need of additional capital. 
 
The IFC Microfinance Enhancement Facility (MEF) is a response to cuts in commercial bank refinancing 
possibilities. Even healthy microfinance banks are now unable to access previously available sources of 
funding. The MEF will finance over 150 microfinance institutions in over 30 countries; these lenders will, 
in turn, support as many as 60 million low-income borrowers in many of the world's poorest countries. 
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Statement by Mr. Sha Zukang, Under-Secretary-General for Economic and Social Affairs, United 
Nations 
 
The global economic collapse’s long-term impacts on developing countries 
 
The most severe global financial crisis since the Great Depression has wreaked havoc on the world 
economy. Even with an expected recovery in the second half of 2009, the United Nations estimates that 
world gross product (WGP) will likely fall by 2.6 per cent for the year.  Some calm has returned to global 
financial markets since the second quarter of 2009, with equity prices rebounding and risk premiums 
narrowing. World international trade has rebounded somewhat. Industrial production in many parts of the 
world has shown signs of recovery.  
 
Encouraging as these recent trends may be, global economic conditions are still very fragile. The world 
economy is projected to recover in 2010, but most likely at a pace below 2 per cent. The global recession 
will translate into a fall in world per-capita income by 3.7 per cent in 2009, with sharp declines not only 
in developed economies but also in a large number of developing countries: at least 60 developing 
countries (of 107 countries for which data are available) are expected to suffer declining per-capita 
income in 2009 and tens of millions more people likely will remain poor or fall into poverty. A 
substantial slowdown in progress towards the other Millennium Development Goals (MDGs) is expected 
as well, especially in those countries that were not on track to meet most of the MDGs even prior to the 
crisis, such as a number of economies in sub-Saharan Africa. Some of the adverse impacts could be long-
lasting, damaging the basis of human development, in such areas as maternal and infant mortality, 
education enrollment and completion rates, women’s employment and access to public services. 
 
The UN system, along with its partners, has been working to help countries weather this storm. But this 
system needs to be assisted with additional resources for monitoring the condition of the most vulnerable, 
for protecting them against adverse impacts and for building resilience into the future.  
 
Establishing an international counter-cyclical framework  
  
Since late 2008, massive public funding of about 30 per cent of WGP has been made available, mostly by 
developed economies, to recapitalize banks, taking partial or full Government ownership of ailing 
financial institutions and providing ample guarantees on bank deposits and other financial assets.  The 
governments of many countries have also adopted various fiscal stimulus packages, totalling about $2.8 
trillion, or about 4 per cent of WGP, for 2009-2011.  While these policy measures are properly associated 
with a tentative recovery of the global economy, it is not yet clear whether they will lead to the restoration 
of a robust and sustainable growth of the world economy, especially in developing countries.  
As noted in the communiqué of the G20 leaders in Pittsburgh, the premature withdrawal of monetary and 
fiscal stimuli poses a significant risk. Despite a rebound in production, employment growth continues to 
be weak, and will likely remain so in 2010. Both the financial sector and the real economy are still fragile, 
requiring continued strong policy support. There are legitimate concerns about the fast deteriorating fiscal 
positions in some major economies. However, past crises show that the most successful cases are where 
fiscal consolidation took place during a sustained recovery of the economy and related boosts in public 
revenue, while failures occurred where fiscal stimulus measures were too weak or withdrawn too soon, 
leading to aborted recoveries alongside mounting public indebtedness.  
 
Thus, an ‘exit strategy’ should retain a countercyclical policy framework, with stimulus measures only 
phased out after unemployment rates have come down to acceptable levels. In order to reduce 
uncertainties and to anchor market expectations, it will be desirable for policymakers worldwide to agree 
on a set of credible guidelines for phasing out stimulus measures after the global economy has recovered. 
It is important to coordinate these guidelines internationally, to avoid inconsistency and negative cross-
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border policy spillover effects, which could delay, or even derail, the recovery of the world economy. 
Given the systemic defects of the current global reserve system, a poorly executed exit strategy will 
exacerbate exchange rate instability.  
 
More international efforts are needed to ensure adequate transfer of resources to developing countries, 
particularly to the most vulnerable low-income economies. Most developing countries lack the resources 
to undertake the needed counter-cyclical measures for mitigating the impact of the global financial crisis 
on their economies. Of the $1.1 trillion international financing packages under the auspices of the G-20, 
only $750 billion has been delivered and only in terms of contributions to IMF resources. Only $50 
billion was earmarked for supporting social protection, boosting trade and safeguarding development in 
low-income countries, but this promise has only been partially fulfilled. In this regard, given the possible 
long-lasting impact on low-income countries, it is also critical for the international community to deliver 
on ODA commitments. To meet the 2005 Gleneagles commitments, ODA flows from OECD/DAC 
countries should increase by $35 billion to reach at least $155 billion by 2010. Of this increase, $20 
billion should go to Africa. The crisis cannot be an excuse not to deliver; rather, it should be a reason to 
accelerate on commitments, given the increased external financing needs in the poorest countries.  
 
There is a continued need for enhanced international coordination of macroeconomic policies. This is not 
only needed for putting the global economy on a path to real recovery, but also to steer towards a more 
balanced and sustainable growth path. The crisis has narrowed global imbalances in a recessionary 
fashion, with surplus countries losing export revenue and deficit countries seeing sharp drops in imports. 
However, the structural problems that caused the emergence of the wide global imbalances in the first 
place have not been removed. Current policy efforts for recovery could well cause a re-emergence of 
macroeconomic imbalances. In most surplus countries, especially in Asia, the conditions of heavy 
dependence on exports for growth and relatively weak domestic demand have not fundamentally changed. 
The continued global imbalances and mounting public indebtedness increases the risk of strong 
downward pressure on the dollar. Effective policy coordination will be needed to ensure that such a 
destabilizing scenario does not become a new drag on the global economy. The ‘Framework for Strong, 
Sustainable and Balanced Growth’ -- agreed to by the G-20 leaders in Pittsburgh -- will only succeed if it 
addresses these underlying weaknesses in the global system.  
 
Global governance and the Bretton Woods institutions  
 
Recognizing that the roots of the current crisis lie in failures in global governance, the United Nations 
Conference on the World Financial and Economic Crisis and its Impact on Development in June 2009 
called for (1) “reforming and strengthening the international financial and economic system and 
architecture, as appropriate, to adapt to current challenges” and (2) “fostering good governance at all 
levels, including in the international financial institutions and financial markets.” In this regard, it 
recognized “the urgent need for further reform of the governance of the Bretton Woods institutions, on 
the basis of a fair and equitable representation of developing countries, in order to increase the credibility 
and accountability of these institutions.”   
 
The June 2009 UN Conference also called for “an expeditious completion of the reform process of the 
World Bank’s governance and of an accelerated road map for further reforms on voice and participation 
of developing countries, with a view to reaching agreement by April 2010, based on an approach that 
reflects its development mandate and with the involvement of all shareholders in a transparent, 
consultative and inclusive process” and “inclusive consultations on further reforms to improve the 
responsiveness and adaptability of the World Bank.”  
 
While the international emergency measures contributed to the ‘green shoots’ of recovery currently 
celebrated and appear to have “worked”, the urgency of completing required international governance 
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reforms has been underlined by the enormous costs of these interventions, both in terms of public 
resources and economic distress borne by billions not party to their design and implementation. 
Moreover, the outcomes of the September G-20 summit in Pittsburgh highlight the political difficulties 
that need to be overcome in the following areas:  
 
Voice and participation. The proposed increase in the weight of votes of emerging economies is a step in 
the right direction, and politically expedient with these economies’ increased financing contributions. 
However, much of the increases in the votes of certain emerging economies have been achieved at the 
expense of the votes of other developing countries, a retrogression from the agreement in September 2006 
which promised these reforms in terms of increasing the overall voice of developing countries. The 
understanding that providing ample voting weight to potential users of Bretton Woods institutions’ 
resources would help guarantee the institutions’ effectiveness - a principle enshrined in the original 1944 
allocation of voting weights when European countries were the prospective users - should guide vote 
reallocation and reforms in voting procedures - including in the determination of the number of seats in 
governing bodies.  
 
International Financial Regulation. International coordination of financial regulation is indispensable in 
achieving the intention of “G20” countries to reshape regulatory systems to identify and take account of 
macro-prudential risks; expand the perimeter of regulation and oversight to all systemically important 
financial institutions, instruments and markets; mitigate pro-cyclicality in prudential regulation; 
strengthen capital, liquidity and risk management; implement new principles on executive remuneration; 
and improve standards on valuation and provisioning.  
 
In a financially integrated world, regulatory effectiveness depends in large part on significantly enhanced 
international cooperation among regulators. However, current institutional arrangements to ensure that 
national decisions regarding regulation appropriately take into account both external and domestic 
consequences remain ineffective. The effort at the Pittsburgh summit to agree on compensation standards 
in the financial sector presents an example of the need to rise above the variety of inconsistencies among 
regulatory systems across countries.  Intentions to limit the systemic risk arising from financial 
institutions’ size and interconnectedness will require international coordination.   
 
Establishing international mechanisms to coordinate regulation, minimize conflicting standards, and 
enforce agreements, akin to the trade policy issues dealt with at the World Trade Organization, will entail 
an extended but necessary process in the coming years.  
 
Rebalancing Global Demand for the Long-term. In Pittsburgh, G-20 countries called for “a pattern of 
growth across countries that is more sustainable and balanced, and reduce development imbalances,” a 
pattern we have advocated in recent years. While improved surveillance and exchange rate adjustments 
have important roles to play in this regard, this impact would be limited as long as domestic sources of 
deficits and surpluses, being sustained by global stresses, are not addressed. Exchange rate adjustments 
would have more predictable consequences with a reduction in dependence of the global reserve system 
on the US dollar.  
 
In developed countries, the reduction of fiscal imbalances and decreased reliance on debt-financed 
consumption as well as reduced asset and income inequalities would be indispensable. For many 
developing countries, switching from dependence on export demand to domestic demand will require a 
fundamental reorientation of economic policy. States must recapture policy space, including the capacity 
to raise taxes and tariffs, to fund higher rates of social and capital investment and develop domestic 
industries. Their income policies should enable labour productivity increases to translate more rapidly 
into higher wages.  



 

117 
 

Strengthening international cooperation in tax matters  
 
Capital mobility, in the absence of tax harmonization among countries, has contributed to regulatory and 
tax competition, with the result of clearly diminished capacities of tax and financial authorities to secure 
the information required for supervision and tax collection. The UN Financing for Development 
Conference in Doha in 2008, the G-20 meeting in London in April 2009 and the UN conference on the 
financial crisis in June 2009 all highlighted the importance of strengthening international cooperation in 
tax matters.  
 
This newly strengthened effort can only be effective with the full and equitable participation of all tax 
jurisdictions, particularly developing countries, which are poorly represented in key tax cooperation fora 
such as the OECD and the G-20. Faster progress in reducing harmful tax competition and upgrading 
cooperation in such areas as exchange of information and transfer pricing can be achieved through 
universal participation of all countries.  
 
Global reserve system for stability, accountability, and equity  
 
In our Spring 2009 statement, we emphasized the technical advantages of a global reserve currency 
independent of the currency of any one economy, or region, and note the burgeoning international interest 
in this issue. We highlighted the advantage of such a system in reducing the inherent instability of the 
current approach which relies on external deficits by the country providing global reserves. In Pittsburgh 
last month, G-20 countries called for a new era in managing global imbalances. As we emphasized above, 
this objective will require adjustments to global arrangements, to allow countries to take the necessary 
domestic adjustments, within an international countercyclical framework.  While the Pittsburgh 
commitments do not include any enforcement mechanism, important progress in managing imbalances 
can be made by reducing the reserve currency country’s “privilege” to run external deficits in order to 
provide international liquidity.  
 
It is timely to emphasize that such a system also creates a more equitable method of sharing the 
seigniorage derived from providing global liquidity. Greater use of a truly global reserve currency, such 
as the IMF’s Special Drawing Rights, enables the seigniorage gained to be deployed for development 
purposes, as asserted in the Monterrey Consensus in 2002.  
 
Clean energy investment strategy as a key global warming reponse   
 
So far, the climate challenge has been dealt with mainly as an environmental problem. This needs to 
change decisively, if the global community is to meet the climate stabilization goals that science is asking 
for. Setting targets and timetables are necessary but not sufficient in themselves, as they do not deal with 
the underlying development problems facing developing countries. Climate change and development have 
to be addressed together as the highest priorities of the international community.  
 
Especially in recent years, the post-Kyoto record highlights the partial role price-based mechanisms can 
play in addressing the climate change problem.  Volatility in the price of energy have made carbon 
markets quite unstable in terms of trading volumes and prices and, thus, unsuitable for providing the long-
term signals needed to reorient long-term investment spending.  Because of market instability, the impact 
of taxation and (removal of energy) subsidy mechanisms will be subject to the same unpredictability of 
impact and, moreover, these approaches have to address the issue of compensating for distributional 
effects.  Most important, the scale of the change in economic behavior required to meet the challenge 
suggests that market-based approaches, more appropriate to marginal changes, will be inadequate, to the 
global task.   
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A substantial and additional investment programme to enable developing countries to transition to a low 
carbon and climate resilient development path is the most effective way to meet the global community’s 
climate objectives, as suggested in the September 2009 UN World Economic and Social Survey entitled 
Promoting Development, Saving the Planet. Financial investments must be complemented with scaled up 
efforts to develop the capacity of national and sub-national policy makers and partners to identify ways to 
advance human development and grow the economy while adapting to the impact of climate change and 
mitigating emissions. Agreement on the transfer of technology to the developing world is another critical 
component for enabling a transition to cleaner energy, infrastructure and industry.” 
 
Generating the volume of financing to meet the climate change challenge will require summoning the 
necessary political commitment at the global level, in which the outcome the Copenhagen summit in 
December can play a critical role. Governance arrangements for climate change resources need to be 
fundamentally different from those under which official development assistance is currently provided. 
The United Nations Framework Convention on Climate Change (UNFCCC) provides the only legitimate 
and universally accepted framework for aggregating and equitably allocating resources on the basis of 
existing agreements.  
 
 
Statement by Ms. Hilde F. Johnson, Deputy Executive Director, United Nations Children’s Fund 
(UNICEF) 
 
An Unprecedented Crisis  
 
At the time of the World Bank-IMF Spring Meetings, the global economy was projected to shrink by 1.3 
percent in 2009 with slow recovery expected for 2010. Half a year later, the picture is not as bleak and the 
IMF estimates that global growth will resume this year and rise by about 3% by the end of 2010.   
 
However, these global estimates should not overshadow inter- and intra-country disparities. Low income 
countries are expected to take a heavy toll and face a sharp contraction in export growth, FDI inflows, and 
remittances, and lower-than committed aid. As a result economic growth this year is projected to be less 
than half its pre-crisis level. 
 
While there are differences and uncertainties, we know that the poorest and most vulnerable will be 
hardest hit, women and children in particular. For them, the crisis is here to stay. It comes on top of the 
lingering food crisis and volatile food prices. It risks jeopardizing progress made towards reaching the 
Millennium Development Goals.  
 
A Sense of Urgency  
 
Past experiences tell us that there are three major trends associated with crises in developing countries. 
First, there is more hunger as people can afford less food and less quality food. Children are the first to 
suffer these impacts. Second, there is more disease as people can afford less health services. Third, there 
is less school enrolment and more child labour as people have to take their children out of school to work. 
Often girls go first.  
 
Strong signals already indicate that the evolving crisis is no exception. Evidence from the field suggests 
that the “human cost” of the crisis is significant.  
 
Hunger is on the rise. For the first time in history more than one billion people are undernourished 
worldwide. This number has gone up by a staggering 100 million in the past year only.  Acute 
malnutrition is also on the rise in a number of countries including Afghanistan, Central African Republic 
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– where malnutrition already doubled from 2006-2008 – as well as in the Democratic Republic of Congo, 
Eritrea and Ethiopia. Food and nutrition insecurity affects children the most, generating intergenerational 
impact and locking poor people in long-term poverty traps.  
 
This is true for rural as well as urban areas. A recent survey of urban Turkish families shows that three 
out of four of the poorest families have reduced food consumption, and nearly half have reduced the 
amount of food for their children in response to drops in household income.  And 29 percent of this 
poorest population reported a reduced use of health services8.  
 
Anecdotal evidence from Bangladesh and other Asian countries tell us that drop-out rates are increasing 
and more children are forced to work. 
 
Delivering on Aid Commitments 
 
Several developing countries have announced spending and tax measures to buffer the impact of the crisis 
on their vulnerable populations. But the majority of these countries will not be in a position to mobilize 
sufficient resources. A recent World Bank report suggests that two-thirds of the low income countries 
have experienced considerable fiscal balance deterioration since 2007, a GDP decline of 2.5 percentage 
points, contributing to a 5 percent budget shortfall on average. This translates into an estimated gap of 
$5.3 billion for essential social services as demand increases.  
 
In short, many governments will face increasing difficulties balancing their budgets. In addition, if greater 
aid flows than currently available are not forthcoming, there are significant risks for budget cuts in social 
services. 
 
The poor and most vulnerable are being hit by multiple crises. They should not take another blow with 
cash-strapped governments cutting health, education and social protection budgets tailored to their needs. 
They should not take yet another blow by cut in aid from rich countries.   
 
We should all ensure that responses to the crisis do not come with an extra burden on the poor. If there is 
one point in time when aid should increase, it is in times of crisis. Countercyclical investments are 
needed. Now is the time to deliver on the aid commitments.   
 
UN Takes Action 
 
Tackling multifaceted crises requires concerted actions. To be effective it also requires development 
partners to be aligned with on-the-ground realities and priorities. This is why UNICEF – together with 
other agencies – has worked hard to develop a framework for a Country Crisis Response Mechanism. 
This framework would provide one big table at the country level where UN Country Team and 
International Financial Institutions would sit together under the country’s chairmanship. The Mechanism 
would encourage a collective and comprehensive response to the crisis while maintaining a country-
driven and country-owned process.  
 
The approach is threefold. First, help countries find ways to protect the gains already achieved as well as 
investments made in health, education and social protection. Evidence is consistent: where children and 
mothers have poor health, nutrition and education, they are likely to earn less, be less productive members 

                                                 
8 The survey, sponsored jointly by TEPAV, UNICEF and the World Bank, covered 2102 families in Adana, Ankara, 
Istanbul, Izmir, and Kocaeli. The data are publically available at www.unicef.org.tr  
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of society, and pass on this poverty to their children. History shows that maintaining or even increasing 
social expenditures in times of crisis delivers positive returns.  
 
Second, identify, under the country’s leadership, weaknesses and gaps in the response system as well as 
ways to address them. This means assessing existing programs and suggesting responses that combine 
scaling up, crisis-proofing or creating programs as required by the country’s situation. This also means 
identifying who is the best actor to take the lead and take action, and what partnerships should be 
established.  
 
Third, use this mapping to guide the provision of funds, whether through the World Bank’s Vulnerability 
Facility and Rapid Response Mechanism, through bilateral programs or other channels.  
 
Investing in Social Protection Systems Makes a Difference 
 
Within a system-wide coordinated response, UNICEF is already providing on the ground policy support 
in affected countries.  Key areas of engagement include strengthening action in nutrition and food 
security; scaling-up of interventions with high impact on young child survival, growth and development; 
developing social protection mechanisms including school fee abolition policies and other strategies to 
address cost-barriers to education;  and strengthening child protection systems.  
 
UNICEF’s position is unequivocal: social protection must be a priority.  
 
Past experience provides ample evidence that expanding and strengthening social protection systems help 
reduce harmful crisis impacts on women and children. To quote only one example, Mexico’s 
Oportunidades (formerly Progresa) reduced rural infant mortality rate by 5 percent.  
 
UNICEF is currently engaged in 124 social protection programmes, of which 44 are pilots, of these, 18 
cases are being scaled up; and 84 are reform initiatives of existing programmes. Some of these involve 
cash transfers while many involve other forms of social services.  
 
There is no one-size-fits-all solution. Social protection programmes should be designed to fit specific 
contexts. But two fundamentals hold true for all:  
 

 Social protection must be child sensitive. This has the potential to benefit not only children, but 
also their families, communities and national development as a whole. This is why UNICEF is 
actively working with national governments, the World Bank, ILO and others to ensure that 
reforms are child sensitive.9 

 
 Social protection systems must be long-term. This is why UNICEF is working to ensure that 

stable social protection schemes replace temporary emergency responses to the food price shocks 
(such as price control) in a number of countries including Cambodia, China, Indonesia, Maldives, 
Nepal, Philippines, Thailand and Vietnam.  

 

                                                 
9 Advancing Child-Sensitive Social Protection. Joint statement by DFID, HelpAge International, Hope & Homes for 
Children, Institute of Development Studies, International Labour Organization, Overseas Development Institute, 
Save the Children UK, UNDP, UNICEF and the World Bank. www.unicef.org/socialpolicy.  
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Monitoring and Alert Systems should be strengthened  
 
Policy responses are too often guided by projections based on past experiences or by anecdotal evidence 
or highly fragmented information. This is insufficient. We need to know where, when, and why people 
are vulnerable before crises hit, and how they are impacted when it strikes.  
 
UNICEF is constantly monitoring the situation of children on the ground in over 150 countries and 
territories. A key element of this work is the Multiple Indicator Surveys (MICS) which produces high 
quality data on the evolving situation of women and children. MICS help capture rapid changes in key 
indicators and expand the evidence-base for policies and programmes while facilitating monitoring 
towards development goals.   
 
But such statistically strong systems need to be complemented by more immediate monitoring systems. 
Therefore UNICEF is fully engaged in the recently created Global Impact and Vulnerability Alert System 
(GIVAS) presented by the Secretary General at the UN General Assembly and the G20 in September this 
year. Using new and innovative ways to gather data, such as RapidSMS, satellite imagery and media 
monitoring, GIVAS will be collecting (close to) real time information on the impact of sudden global 
changes in the lives of the most vulnerable.  
 
But we know enough to act now. Acting now is critical to protect the most vulnerable and provide much 
needed buffers. Acting now is also key to building resilience against future shocks, including those 
related to climate change. Acting now is imperative to preserve hard-won development gains and give us 
a fighting chance to achieve the Millennium Development Goals.  
 



 

122 
 

 



ANNEX A 
 

DEVELOPMENT COMMITTEE 
(Joint Ministerial Committee 

of the  
Boards of Governors of the Bank and the Fund 

On the 
Transfer of Real Resources to Developing Countries) 

123 

 
DC2009-0009 

 September 18, 2009 
 

NOTICE OF MEETING 

 The 80th meeting of the Development Committee will be held on Monday, October 5th, 
2009, commencing at 9:45 a.m. in the Üsküdar Room of the Istanbul Congress Center, Istanbul, 
Turkey.  This meeting will be preceded by an informal Ministerial level breakfast which would 
provide an opportunity for discussion of recent economic situations and issues relating to the 
agenda items (8:00-9:30 a.m.) in the Beylerbeyi Room. 

 

  DEVELOPMENT COMMITTEE - PROVISIONAL AGENDA 

1. Supporting Global Development through the Crisis and Beyond   

- Review of World Bank Group Financial Capacity 

2. Enhancing Voice and Participation of Developing and Transition Countries in the World 
Bank Group: Phase 2 

 

Background Documents 1 
 

 Review of IBRD and IFC Financial Capacities-Working with Partners to Support 
Global Development through the Crisis and Beyond 
 

 Enhancing Voice and Participation of Developing and Transition Countries in World 
Bank Group: Update and Proposals for discussion 

 

     Report 

 A Review of Some Aspects of the Low-Income Country Debt Sustainability 
Framework (DSF) 

 
 
_____________________________ 
1”Protecting Progress: The Challenge Facing Low-Income Countries in the Global Recession” 
will be circulated separately. 
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Istanbul, Turkey, October 5, 2009 

 
DEVELOPMENT COMMITTEE COMMUNIQUÉ 

 
1.  The Development Committee met today, October 5, in Istanbul. We wish to convey our sympathy to the people 
of Asia and the Pacific affected by the recent natural disasters, and the Bank stands ready to assist them. 
 
2.  The global economy has shown signs of recovery, but risks remain. In many developing countries, the impact 
on poverty and on the most vulnerable people is rising. As a result of the crisis, by end-2010, some 90 million 
more people risk being forced into extreme poverty. Hard-earned progress towards the Millennium Development 
Goals is in danger of being reversed. To protect the poor, we urged members to follow through on commitments to 
increase aid and its effectiveness. Developing countries play an important role in the global recovery and their 
progress will be essential for future growth. We welcomed continued progress by developing countries to improve 
their policy frameworks, and recognized that addressing financing constraints and investing in developing 
countries is critical for sustainable growth. We also acknowledged that the revival of world trade and investment 
will drive growth and urged members to avoid protectionist measures. 
 
3.  We welcomed the vigorous response by the World Bank Group (WBG) to the crisis, noting that IBRD’s 
commitments almost tripled to $33 billion this year, and IDA’s reached an historic level of $14 billion. IFC 
combined strong innovation with effective resource mobilization, providing $10.5 billion in investments from its 
own account, and mobilizing an additional $4 billion through new initiatives in global trade, infrastructure, 
microfinance, and bank capitalization.   We stressed the importance of incorporating appropriate lessons from the 
crisis into the WBG’s future work.  We support the WBG’s efforts to tackle long term development challenges in 
line with its comparative advantage, including investing in infrastructure development, support for private sector-
led growth and employment, climate change, food security, fragile states, and governance reform, including the 
Stolen Assets Recovery initiative. We welcomed the ongoing work on a post-crisis strategy for the WBG and look 
forward to reviewing it at our next meeting. We called on the WBG to work with the regional development banks 
to assess their respective roles and methods of collaboration. 
 
4.  We welcomed the timely and effective efforts of the IMF.  Member countries are delivering on promises to 
triple the IMF’s resources. We welcomed the new SDR allocation, the more-than-doubling of the IMF’s medium-
term concessional lending capacity to $17 billion, the reform of IMF facilities for low-income countries (LICs), 
and streamlining of IMF structural conditionality. We supported the joint efforts by the Fund and the Bank to 
increase the flexibility of the Debt Sustainability Framework and the Financial Sector Assessment Program. 
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5.  We encouraged the WBG to make full use of its existing resources, and are pleased the WBG is on track to 
provide over $100 billion in IBRD financing over three years.  We welcomed the progress in examining measures 
to improve the WBG’s financial capacity and sustainability.  We committed to ensure that the WBG has sufficient 
resources to meet future development challenges, and asked for an updated review, including on the WBG’s 
general capital increase needs, to be completed by Spring 2010 for decision.  The review should also address all 
possible contingent approaches as well as keep in mind the infusion of capital that would come from a special 
capital increase for voice reform.  In considering the potential general capital increase needs of the IFC, the review 
should also examine the use of hybrid capital.  
 
6.  Core spending on health, education, social safety nets, infrastructure, and agriculture in LICs needs to be 
protected, while maintaining debt sustainability. In these circumstances, we committed to ensure that IDA has the 
concessional resources it needs. We committed to explore the benefits of a new crisis response mechanism in IDA 
to protect LICs from crises, to be considered as part of the IDA 15 Mid-term Review. We called on the Bank to 
develop a multilateral trust fund to support the Food Security Initiative for LICs in coordination with other relevant 
multilateral institutions and initiatives. We also asked the WBG to review further ways to make more resources, 
including IBRD enclave lending, available to LICs.  
 
7.  We committed to pursue governance and operational effectiveness reform in conjunction with voting reform to 
ensure that the World Bank is relevant, effective, and legitimate. We stressed the importance of moving towards 
equitable voting power in the World Bank over time through the adoption of a dynamic formula which primarily 
reflects countries’ evolving economic weight and the World Bank’s development mission, and that generates in the 
next shareholding review a significant increase of at least 3% of voting power for developing and transition 
countries, in addition to the 1.46% increase under the first phase of this important adjustment, to the benefit of 
under-represented countries. While recognizing that over-represented countries will make a contribution, it will be 
important to protect the voting power of the smallest poor countries. We recommitted to reaching agreement by the 
2010 Spring Meetings. 
 
8.  Continuing improvements in the corporate governance, accountability and operational effectiveness of the 
WBG are essential for confronting the development challenges of the 21st century.  We welcomed progress to date 
and asked for a report for our next meeting on progress and proposals for advancing these reforms.  
 
9.  The Committee expressed its appreciation to the Government of the Republic of Turkey for hosting the Annual 
Meetings. It thanked Mr. Agustin Carstens, Secretary of Finance of Mexico, for his valuable leadership and 
guidance as Chairman of the Committee during the past three years, and welcomed his successor, Mr. Ahmed bin 
Mohammed Al Khalifa, Minister of Finance of Bahrain. 
 
10.  The Committee’s next meeting is scheduled for April 25, 2010 in Washington, DC. 
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