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On behalf of the authorities of this constituency, I warmly welcome Robert Zoellick as the new President 
of this institution and wish him success. We have supported his nomination and believe that his long and 
diverse experience will help him steer the World Bank Group (WBG) at this critical juncture of its 
history, when the Bank needs to adapt to a changed environment, while retaining the trust of its 
shareholders and the support of its development partners and of civil society. 
 
We appreciate Mr. Zoellick’s commitment to achieving the Millennium Development Goals (MDGs) and 
strengthening physical and institutional infrastructures as joint conditions for economic growth and 
poverty eradication. The pursuit of this task will make international economic integration more socially 
manageable and help achieve the goal of inclusive and sustainable globalization. 
 
Defining a Long-Term Vision 
 
Globalization means different things to different people, which is one reason why opinions on it differ so 
dramatically. Many millions experience globalization not as progress, but as a disruptive force. Yet, we 
believe that globalization is not only inevitable, but fundamentally beneficial, if only we could better 
distribute its benefits. In this context, the WBG has a critical role to play and needs far-reaching reforms 
in order to preserve its relevance in the international development community. 
 
We firmly believe that the MDG framework should stand at the core of the new WBG long-term strategy. 
It provides a clear set of measurable objectives that help monitor progress and test whether the level and 
quality of deployed resources are adequate to the task. For this reason, MDGs continue to represent a 
focal point for international cooperation and help define precise commitments among major development 
partners. 
 
Targeted efforts to reduce gaps in health and education and to remove extreme poverty represent a 
necessary condition for development. However social attainments may not bear the expected fruits 
without the support of an adequate transportation and communication system and generalized access to 
water and energy. The relevance of this dual commitment has gained increased recognition in the Bank, 
as has the importance of providing infrastructure financing to both the public and the private sector and to 
public-private partnerships (PPPs). 
 
Joint implementation of social and infrastructural programs is widely recognized as a basis for successful 
development strategies. Not equally evident, however, is why the same combination of reforms seldom 
achieves the same set of results in different countries and cultural contexts. Cultural elements have been 
recognized as playing an important, albeit little understood, role in determining the rate of success of 
similar policies. The theme was first explored in a systematic way eight years ago this month in Florence, 
at the “Culture Counts” conference jointly sponsored by the Italian Government and the World Bank. Yet, 
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much more specific research is needed to determine the sequence and combination of reforms most likely 
to trigger the development potential of different regions of the world and even within regions. 
 
The development agenda is not only complex, it is also broad; however, its effectiveness requires 
selectivity. A limited number of areas for action need to be chosen to ensure effective implementation. 
The note circulated for discussion highlights several thematic issues and offers a valuable basis for 
discussion. We share many of the points raised, but we also feel that more effort is needed to refine them 
into a new actionable strategy. We understand that this agenda is a work in progress and that shareholders 
should participate in this process and provide their views. 
 
Comparative advantages offer a first criterion for selection. The WBG enjoys global outreach and a global 
ownership structure. In addition, it is subject to market discipline, since it must adjust the supply of its 
financial and advisory services to the demand of its clients, and has no monopoly power. The intersection 
of these features makes the WBG a unique institution: one that is public, global, and subject to market 
discipline. We believe that these features account for the convening power, the intellectual power, and the 
financial power that has characterized the Group over the decades. The WBG should therefore 
concentrate on sectors and areas where these features can bring higher returns and we agree with the 
President that they are to be found in fragile states, low-income and middle-income countries alike. 
 
Global Public Goods (GPGs) represent a natural new frontier for the WBG. Many other multilateral 
institutions, typically part of the UN system, share the multifaceted nature of the WBG. A different 
representation system, though, points to a comparative advantage of the UN system in the regulatory 
areas where the “one seat, one vote” approach ensures equal representation for all members. The WBG’s 
comparative advantage, instead, lies in policy implementation, thanks to a leaner representation system 
that ensures relatively faster decisions. Implementation should therefore be preferred to regulation. As an 
example, the Bank may help develop the market for carbon credits, but may not be qualified to conduct its 
regulation. Similarly, additional criteria must be found to limit the presence of the Bank in specific areas 
(e.g. water management, communicable diseases, climate change, migration, trade, finance, intellectual 
property rights) or instruments (loans, guarantees, advisory services). For instance, in the area of climate 
change, duplication of efforts with the GEF should be avoided. As for instruments, the development of 
new financial tools represents a natural area for the WBG to explore, as indicated by the success of the 
International Financing Facility for Immunization (IFFIm) and, more recently, by the Advance Market 
Commitment (AMC) for vaccines, two facilities that could be replicated for other sectors. 
 
Within the broad GPG agenda, climate change represents an absolute priority. The WBG bears the main 
responsibility for setting the course for sustainable and equitable development that preserves the planet 
and narrows the gap between the very rich and the very poor. Preventing climate changes from reaching 
the threshold of no return for our living habitat requires the mitigation of carbon emissions per unit of 
output. Helping the poorest to cope with the consequences of carbon emissions requires adapting living 
and productive environments for several billions of people. This is not just a goal among others; it entails 
a qualitative change of our approach that needs to find its way into all of our development programs. The 
size of this task dwarfs current WBG lending and advisory facilities. It is the shareholders’ responsibility 
to encourage the WBG to appropriately leverage its human and financial capital to achieve a goal on 
which the very future of humankind depends.  
 
A New Business Model 
 
The selection of new priorities alone would not be sufficient to define a new strategy for the WBG if it is 
not accompanied by judicious allocation of its human and financial capital. A new strategy needs to be 
supported by a coherent business model. 
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For the IBRD, a critical step toward a new long-term strategy would be to assess the efficiency of its 
policy for non-concessional lending and halt the fall in its loan portfolio, ensuring in the long run the 
stability of its capital base and the financial soundness of the institution. This policy should better fit the 
demand stemming from middle-income potential beneficiaries and could be aimed at increasing 
inclusiveness, i.e. at tackling rising income disparities and reducing the share of the population living in 
poverty. Similar considerations can be applied to IDA, whose search for efficiency should not be stymied 
by the presence of strong demand linked to the concessional nature of its loans.  
 
IDA represents a significant share of total WBG lending. Going forward, starting with the IDA15 
replenishment, donors should pledge an adequate volume of IDA resources and protect them over the 
long term from the volatility of political and economic cycles. 
 
The strong capitalization of the IBRD, the IFC, and MIGA represents a solid base for expanding the 
provision of financial and advisory services to their client countries. For these institutions, current levels 
of capital in fact exceed minimum solvency requirements, but, far from being idle, they help finance the 
provision of technical assistance and advisory services. 
 
The financing of development is by definition a risky business. Current levels of capital allow for 
additional assumption of risk where this justifies the achievement of specific development goals, such as 
the creation of local currency bond markets or the funding of previously rationed categories of borrowers, 
such as SMEs or households. 
 
When compared to the financial needs associated with the eradication of poverty, the available resources 
of the WBG are modest. Moreover, when evaluated in the context of constant world prices, IBRD capital 
has not increased since 1999 and the capital of the WBG as a whole has experienced only a moderate 
increase. It is therefore highly unlikely that WBG capital can ever be considered excessive and that its use 
may risk crowding out the private sector. 
 
WBG capital should not only be adequate to the size of its mission, it should be effective. Since 
effectiveness is ultimately rooted in the stock of human capital, the efficacy of the blend of capital, both 
financial and human, needs to be closely monitored and, if necessary, revised. Many changes have taken 
place in the last sixty years and further revisions may be in order today; however, two features should 
continue to figure prominently in the human capital policy: decentralization, as a tool to increase 
productivity through client proximity; and an incentive policy that, by attracting the best professional 
skills in the global arena, could boost the effectiveness of the available stock of capital. 
 
IDA’s Role: Triggering the Development Process 
 
We cannot achieve greater impact of IBRD operations without a strong IDA. IDA helps countries to 
graduate by creating a solid basis for development, allowing IBRD to have a greater impact on 
development once its operational threshold is reached. This sequential approach requires that the present 
emphasis on public and social programs be integrated with support for the private sector’s development 
potential from its early phases. 
 
The global aid architecture is increasingly characterized by fragmentation, verticalization, and 
earmarking. In this context, IDA has an important task to accomplish through its role as a “platform” and 
as a strong country-based model for the delivery of aid. Its country-level effectiveness, however, needs to 
be thoroughly assessed. 
 
Although donors have made substantial progress in improving aid delivery, more should be done to 
increase the transparency and predictability of IDA resource allocation, and further consideration should 
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be given to innovative financing mechanisms. We believe that a clear framework for measuring progress 
made by the WBG in promoting the scaling up agenda should also be created. This would allow us to test 
the real effectiveness of the model and to address any potential shortcomings in a timely manner. 
 
With respect to recipient countries, we firmly believe that debt sustainability and responsible lending 
remain critical. One of the key priorities is the prevention of over-borrowing by developing countries, 
since it hampers economic growth and wastes scarce resources for development. Lending decisions 
should be consistent with recipient countries’ current and future ability to service debt, in line with the 
joint Bank-Fund Debt Sustainability Framework. We also call for more attention to the development 
impact of debt relief, in particular the Multilateral Debt Relief Initiative (MDRI), and the manner in 
which these resources have been used for national development strategies. 
 
Conclusions 
 
In today’s complex donor system, the WBG need not do everything everywhere. A new vision should be 
rooted in this basic consideration. In finding its strategic position, the WBG should consider its staff’s 
broad-ranging knowledge and experience on the full range of technical, sectoral, and economic issues of 
development. It should also consider its strong capital endowment, and better leverage its resources to 
achieve new and more ambitious results. Moreover, the WBG should always recall its unique position 
within the system of multilateral organizations to promote the achievement of global public goods, given 
the level of efficiency that its exposure to market discipline helps achieve. 
 
We are confident that under the leadership of President Zoellick the WBG will be able to address the 
difficult challenges ahead. 


