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 I welcome the appointment of Robert Zoellick at the head of the World Bank. He has already 
achieved the “coming back” of the Bank and I am confident that he will succeed in putting the Institution 
back on track. The World Bank has emerged from a difficult period and is now back on track, with a new 
President at the helm. It now needs the full support from its Executive Board and from donors so that it 
can set a clear, long-term strategy and conclude a successful replenishment of the International 
Development Association (IDA). 
 
 This strategic review takes place in a context of decisive importance for the Bank. It now operates 
in a competitive environment marked by the rise of new players (vertical funds, private foundations, 
“emerging donors”), and the various entities of the World Bank Group are all confronted with serious 
challenges. Total IBRD commitments have decreased by 3 percent over the last two decades, and the 
double effect observed since 2001 between lower disbursements and high repayment levels has resulted in 
negative net transfers. IDA’s financial position has been made more vulnerable by the Multilateral Debt 
Relief Initiative (MDRI), since donor commitments to compensate IDA for the resulting shortfall remain 
inadequate. At the same time, stagnant business volume in recent years has been increasingly dragging 
down MIGA’s net income. And IFC needs to be more selective and pay greater attention to the 
additionality of its operations. 
 

France is convinced that the WB’s mandate is as relevant as ever. But, it is currently being put to 
the test. For that reason, the strategic review that it has undertaken cannot be a mere collection of sector 
or geographic priorities, however legitimate. The Bank must get back to the fundamentals underlying its 
mandate and offer a shared vision of its role in regulating globalization. On the basis of such a consensus, 
a long-term strategy can be worked out at the Group level, and subsequently translated into specific and 
operational directions on what should be the priority missions, what instruments and reforms should be 
devised, what synergies should be developed, and what partnerships should be built. 

 
*  *  * 

 
The Bank needs to identify the reforms and priorities to create greater economic opportunity in 

the developing countries. 
 
In this regard, the work of IBRD is still entirely valid today in the Middle-Income Countries. 

Admittedly, the economic situation in the MICs has improved considerably, with growth averaging 5.8 
percent over the last four years. Their macro-economic fundamentals have improved and so has their 
access to private capital. Yet this general picture hides disparities among countries. Excluding China and 
India, the average growth rate in the MICs is only 4.3 percent; moreover, Asia and Central Europe 
account for the bulk of that growth. Similarly, private capital flows have gone mainly to about ten 
countries, and only 12 of the 79 MICs are in a position to obtain capital market financing beyond a ten-
year horizon. Most of them continue to request support from IBRD, and the Bank still has an important 
role to play in financing their development, particularly in the infrastructure sector. Furthermore, the 
MICs are home to 70 percent of the world’s population living with less than 2 dollars a day. Large 
pockets of poverty remain, and economic growth is accompanied by increasingly unequal access to 
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education and healthcare. The IBRD therefore has a crucial function in assisting those countries as they 
design their development policies and harness their domestic resources. 

 
We are all familiar with the issues; we discussed them at the last Annual Meetings in Singapore. 

But the strategic issue is the competitive position of IBRD. Although the Bank is financially quite sound, 
this competitive deficit may eventually undermine its funding model. At present, lending activity barely 
generates 40 percent of IBRD’s income (with the rest coming from investment earnings), and due to low 
margins, operating income has not covered the administrative budget for several years. So it is vital for 
IBRD to set itself an ambitious goal of increasing loan volume. 

 
Efforts at competitive pricing will not be enough; the IBRD needs to overhaul its modes of 

intervention. To start with, the Bank’s pricing has lost less competitive edge than is generally assumed, 
especially in comparison with other multilaterals. Nor are the offers from the private sector significantly 
more competitive, since only three to five MICs have obtained more favorable terms on the market. In 
addition, while it is justified for the Bank to strive to maintain an attractive pricing, it should not focus on 
market conditions: the narrowing of spreads that have characterized the past few years will not inevitably 
continue, especially if there is a global tightening in credit conditions. Lastly, the Bank remains a partner 
that borrowers can turn to under all circumstances, even when private sources of funding dry up. This 
assurance should also be reflected in IBRD lending terms. So the current situation calls more for a change 
in the Bank’s modes of intervention and for lower transaction costs. IBRD should simplify and streamline 
its procedures, reduce project preparation time, and rely more heavily on country systems notably for 
procurement. It should also adopt a more partnership-based approach in particular in the preparation of 
country assistance strategies, which often remain overly standardized,  and show greater flexibility and 
responsiveness to clients. Such an approach implies enhanced empowerment to decentralized offices. 

 
At the same time, IBRD must demonstrate its ability to innovate. It should particularly develop 

local currency and sub-sovereign financing: while the sub-sovereign program initiated in 2006 marks a 
first step in the right direction, its three-year target of 800 million U.S. dollars is too modest; moreover, it 
is booked entirely on IFC’s balance sheet. This is thus an area where IBRD lags behind, particularly in 
relation to other multilateral banks such as the EBRD. IBRD needs to be more innovative and less risk-
averse. 

 
Turning now to IDA, what is at stake is less the validity of its mandate than the order of its 

priorities. France, for one, feels that Africa should be given the top-priority status. Africa is the only 
continent today that is off-track on all of the Millennium Development Goals (MDGs), and it is also the 
only continent on which the number-one goal of halving extreme poverty remain unattainable. With the 
mid-term review of progress in achieving the MDGs scheduled for 2008, IDA 15 replenishment offers us 
an opportunity to take action right away by going beyond the 50-percent target set in the past. The fact is 
that this target is no longer adequate to the challenges facing us. Now that a number of Asian economies 
are moving outside the scope of IDA and freeing up resources that can be redirected to countries still 
eligible for assistance, the 50-percent target for Africa is becoming easier to reach. It no longer represents 
an additional effort for the Bank. 

 
To create economic opportunity in the poorest countries, IDA should also pay special attention to 

fragile and post-conflict States. There seems to be strong consensus on this point today, and France views 
that as a real milestone in the IDA 15 negotiations. The same goes for regional integration, a priority that 
IDA is committed to earmark more resources to IDA 15, especially in Africa. As a matter of fact, with 40 
percent of the African population concentrated in landlocked countries, this is unquestionably a crucial 
issue. The Bank should adjust its internal organization and the way it operates on that priority, especially 
through enhanced coordination between Country Assistance Strategies (CASs) and future Regional 
Integration Agreements (RIAs). Last of all, IDA needs to innovate and demonstrate its ability to get 
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results. This is the only way to ensure that donors honor their long-term commitments to cover IDA’s 
costs under MDRI, and that such contributions will be additional to regular replenishments. IDA should 
also take more effective advantage of the new borrowing space created by the MDRI; so that this major 
effort is not undermined in just a few years’ time by an anarchical accumulation of debt by beneficiary 
countries. IDA should therefore put forward innovative lending schemes that meet the needs of poor 
countries without compromising debt sustainability. 

 
And finally, IFC should strive for better coordination with other Group entities, particularly with 

IDA in the area of “frontier markets.” A good deal has already been accomplished, and commitments to 
those countries have increased substantially (accounting for 30 percent of total commitments in 2007). 
However, more emphasis should be given to those projects with the largest impact on development and to 
projects in which IFC’s involvement truly remedies market failures. France believes in this respect that 
strengthening the banking sector in IDA beneficiary countries should be given renewed priority. With the 
huge increase in remittances, this has become a critical issue for the Bank. 

 
*  *  * 

 
The second point in this strategic review has to do with redefining the role of the Bank in a global 

environment that has undergone sweeping change. Competition from new players is on the rise, but so are 
opportunities for partnership. 

 
The IDA 15 replenishment negotiations have already helped get the discussion under way, and 

two clear directions have been set for IDA to take its place in the new international aid architecture. First 
of all, IDA should play a greater role in the current aid efficiency drive and step up its efforts at achieving 
harmonization with other donors. The Accra Summit next year will provide an opportunity to assess 
actual implementation of the Paris Declaration, but the Bank clearly still has a long way to go. In 
particular, it should accept coordination among donors even when the Bank is not the lead agency, and 
should be more willing to delegate decision-making to people in the field, so that it can get involved in 
the coordination and harmonization process at the country level. Second of all, the Bank should be more 
selective and recognize that other institutions may be in a better position to run certain programs. In fact, 
this trend is already under way in the health sector, with the Global Fund to fight AIDS, Tuberculosis and 
Malaria and other vertical funds now assuming a much more important role than the Bank. This should 
prompt the Bank to focus on bolstering health systems or on sector governance, while leaving operational 
program management to other donors. The Bank should accept the division of labor. 

 
Donors are not, however, the only partners with which the Bank should strengthen its 

partnerships. The private sector in particular has an increasingly important role to play. This obviously 
applies to IFC, but IBRD should also get more involved in this type of approach, including through 
innovative financing arrangements. Consider UNITAID, which strives, in collaboration with the 
pharmaceutical industry, to develop the conditions required to enable more patients to benefit from long-
term treatments, the International Finance Facility for Immunization (IFFIm), which resorts to bond 
markets, or AMCs, whose purpose is to give the pharmaceutical industry incentives to engage in research. 
Both of them highlight the need for the Bank to build bridges with the private sector as a means of 
carrying out innovative development financing strategies. IDA should likewise work to establish such 
partnerships, especially through “output-based aid” instruments that can encourage private sector entities 
to expand their infrastructure and services to underprivileged population groups usually considered non-
creditworthy. In a number of countries, similar approaches have already proved effective in enhancing 
access to urban water supply and sanitation services. 

 
In addition, the Bank needs to strengthen its ties with other international financial institutions, 

from the International Monetary Fund (IMF) to the Regional Development Banks (RDBs). To obtain 
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greater leverage from its resources, the Bank should develop cofinancing programs with them. It should 
also forge deeper partnerships in terms of strategic direction, research, and knowledge. It is particularly 
crucial for the Bank to take center stage on the issues of access to clean energy and the fight against 
climate change, because the Regional Development Banks, especially the African Development Bank, 
obviously stand to benefit from the World Bank’s expertise and edge in this area. With the IMF as well, 
there are many avenues for enhanced cooperation including strengthening public finance management 
capacity and developing local financial industries. In this regard, the previously mentioned priority task of 
strengthening the financial sector in IDA beneficiary countries should be dealt with in close cooperation 
with the IMF. 

 
*  *  * 

 
Last of all, this strategic review should contribute to better devising the Bank’s role on regional 

and global public goods, with special attention devoted to climate change. These points are high up on our 
agenda, and they raise a number of issues, including the choice of instruments and financing terms. 

 
The World Bank should certainly position itself to promote global public goods. This focus, 

which France fully endorses, is amply conveyed in the report that was submitted to us, particularly in the 
suggested criteria for engagement. In this area and elsewhere, the Bank has indeed to be selective. The 
five issues identified in the report are not all relevant to that concern, and in any case, they should be 
prioritized. While we support the report’s emphasis on environmental questions, it is much less apparent 
to us that the Bank enjoys a comparative advantage when it comes to strengthening the international trade 
system, for example. The Bank can clearly be a valuable partner to countries that are easing restrictions 
on trade, whether by financing transport infrastructure, providing technical support to administrative 
reforms or mitigating the social impact of such changes. It does not, however, possess any special 
expertise in international trade, and it should be careful not to duplicate the mandate of other existing 
institutions, namely the WTO. In addition, the Bank will have to bring its internal organization into line 
with this expanded commitment to global issues, above all by more effectively coordinating country 
teams with thematic and sectoral networks. The directions that ultimately emerge from this strategic 
review need to be translated into organizational and administrative terms. 

 
The main global public good that we have in mind is obviously the fight against climate change. 

With the Bali Conference coming up in December, this issue will be very much on this year’s agenda. It 
has priority status for all of us—not only in Europe, where we have set ourselves ambitious goals, but 
also among our developing countries’ partners. No one today would deny that climate change has become 
a developmental issue or that it falls within the Bank’s mandate. In this regard, France supports IDA’s 
striving to increase its commitments in the environmental sector, particularly in the field of adaptation and 
access to clean energy. It is essential, however, for these efforts to be carried out in close coordination 
with the Global Environment Facility (GEF), so as not to create through the Bank pointless competition. 

 
The Bank has already devoted extensive thoughts on climate change, as exemplified by the Clean 

Energy Development Investment Framework (CEDIF), and has also developed a number of tools. But it 
seems necessary today to rationalize these various initiatives, to hinge the Bank’s activity on an 
overarching strategy. That means, first and foremost, that this issue must be mainstreamed in all Bank 
operations. It also means that the developing countries and IDA must consistently include climate-related 
issues in Poverty Reduction Strategy Papers (PRSPs) and Country Assistance Strategies (CASs). Above 
all, the Bank must more effectively mobilize the financing instruments it already possesses, notably by 
combining its loans (in transportation, energy and the like) with carbon finance. Those funds total 2.1 
billion dollars in resources, yet they have only marginally been used as a lever for blending the Bank’s 
loans. 
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In this context, the GEF should remain the pivotal instrument in the environmental sector. The 
GEF is already the main source of grants to finance the fight against climate change, but it is true that it 
has limited resources—3.1 billion dollars for a four-year period. We should therefore collectively strive to 
strengthen the GEF; but this effort cannot be successful if it is weakened by the introduction of additional 
funds that duplicate its mandate. In this respect, the new multilateral fund that we are asked to create 
represents a real threat to coherence of aid architecture in environment. This is a message that we already 
conveyed to the Bank in April 2006. Furthermore, if the new fund was meant to subsidize IBRD loans 
through blending arrangements, it would entail the risk of a conflict of interest between the environmental 
goals and IBRD’s desire to make its financing offers more appealing in general so as to increase the 
volume of its commitments in MICs. Lastly, as far as instruments are concerned, there is still no evidence 
that tackling climate change in Middle-Income Countries absolutely requires concessional financing. The 
experience of the IFC and the French Development Agency suggests that it might not be necessary. 

 
*  *  * 

 
This strategic review compels us to confront the need to reform the Bank’s own internal 

governance and to enhance the voice of developing countries in its decision-making process. This is a key 
issue both for the Bank’s legitimacy and effectiveness that cannot be dodged any longer considering the 
progress already achieved by the IMF on this same front. The Bank cannot afford to lag behind. The 
technical issues have been identified, and the Bank staff has put forward a two-stage program of work that 
we should begin to implement immediately. 

 
*  *  * 

 
Our debate on the Bank’s long-term strategy is a demanding one. The Board will have to pursue it 

further in the next few months so as to deliver a clear strategy that will then have to be translated into the 
operations of the institution. This will also contribute to enhancing the authority of the President and 
Management as they drive the necessary reforms, whether they involve shifting budget allocations, 
merging certain Group entities—or at least building on specific synergies (for example in guarantees and 
sub-sovereign funding)—or giving Bank staff stronger incentives to meet particular targets (aid 
harmonization, fragile States). All the strategic perspectives that emerge from our discussions must 
ultimately be translated into concrete management behavior, generating an impetus inside the 
organization and in budgetary priorities. The strategic review process must give the President both the 
will and the means to carry out change. 

 
In spite of all the challenges it faces, the Bank still has a large number of assets and strong 

legitimacy. At this critical juncture, the Bank can count on the support of France and other shareholders. 


