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Since we met the last time, the financial crisis has turned into a global recession. It will last longer and 
will be deeper than we had anticipated only a few months ago. The global economic growth has 
practically come to a halt in the second half of 2008, and will contract in 2009. The global downturn has 
already spread to developing and transition countries, affecting them in various ways, mainly through the 
slowing of world trade and falling commodity prices, reduced access to both foreign and domestic credit 
and private financial flows, and the decline in remittances. With imports into the advanced economies 
contracting sharply in 2009, global trade is expected to experience its steepest downturn since eighty 
years. Exports from developing and transition countries are being particularly hit. Weak global demand is 
complemented by a drying up of trade finance. Bank analysis suggests that the current crisis will result in 
53 million more people living in extreme poverty. Even though economic growth in emerging and 
developing economies will be positive on average and with major differences from country to country, it 
is expected to decrease sharply in 2009. In many countries fiscal positions have weakened due to 
increased social spending and declining revenues, stemming already from the food and fuel crisis. Current 
account balances are deteriorating because of lower external demand and reversing capital flows. A 
number of emerging market currencies have been depreciating in recent months, with some countries 
losing significant amounts of reserves through interventions in foreign exchange markets.  
 
World Bank Group Crisis Response for Emerging Countries 
 
Economic policy responses to adverse external and internal conditions depend on the specific country 
circumstances. We see several emerging markets economies taking important steps to stimulate economic 
activity through expansionary monetary and fiscal policies. But policy options are limited for those 
countries facing unsustainable fiscal and current account deficits, constrained access to external financing 
and vulnerable external debt positions. 
 
In such a troubled environment, the role of Multilateral Development Banks has become increasingly 
important in helping its clients to leverage funds from the financial markets and provide them with access 
to special facilities catering for specific needs and bridging financing gaps that the market cannot fill in. 
 
Demand for MDB funds is clearly on the rise and we see an obvious need for counter-cyclical spending in 
developing and transition countries. 
 
The World Bank crisis response hinges on protecting the poor and vulnerable and on raising aggregate 
demand to provide fiscal stimulus and safeguard future growth in its client countries. 
 
The World Bank has to be commended for its swift response. It has made preparations to triple the IBRD 
lending volumes for the public sector, created a Vulnerability Financing Facility for the poor, and 
established various facilities to inject liquidity into the private sector. The coordination and cooperation 
with EBRD and EIB in Eastern Europe is a model of timeliness and responsiveness to needs. The Bank 
Group should now keep on pushing forward by fine-tuning the resource allocation framework and making 
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more flexible the allocation ceilings in crisis countries. This allocation framework should allow the Bank 
to assist countries on track in meeting their financing needs and guarantee equal treatment of members. 
 
This response would not have been possible if the Bank had not enjoyed a strong capital position. 
 
Scaling Up Aid to Poor Countries 
 
As a consequence of the food, fuel and financial crisis, poverty reduction has considerably slowed down. 
If the current growth projections materialize, poverty is likely to rise, in particular in fragile and low 
growth economies even more so, should the crisis continue and deepen.  
 
Because of their intrinsic vulnerability, poorer countries, in particular those in Sub-Saharan Africa, could 
be severely affected by the global crisis. Only massive donor support can protect them from backtracking 
on the progress they have already achieved in their pursuit of the MDGs. We would like to encourage the 
World Bank to assist those countries in exploring the impacts of the crises on the population groups going 
to be most affected and the main channels or mechanisms through which this is going to happen in view 
of identifying priority or key policy responses or measures that can have a rapid impact on the well being 
of the most vulnerable. Moreover, the response to the economic and financial crisis is an opportunity to 
advance climate goals and a compelling reason justifying the scaling up of investments to address both 
challenges simultaneously. 
 
While we understand the Bank Group’s attempt to leverage additional concessional resources through 
new specifically earmarked schemes, we should strive to keep funding mechanisms as simple, efficient, 
and transparent as possible. The record IDA-15 replenishment and the proposal to frontload the use of 
part of these resources as approved by the Board should contribute to assist low-income countries to 
mitigate the impact of the crisis in a meaningful way. Frontloading will of course put additional pressure 
on the shoulders of our development partners and may be a burden on their implementing capacities. It is 
therefore important that frontloaded projects and programs be of a high quality at both conceptual and 
implementation stages. Failure to achieve such quality standards will only add to unsustainable situations 
in the future.  
 
IDA-Countries and IBRD Lending 
 
Many IDA countries are facing both important unmet infrastructure needs and limited fiscal space. IDA 
resources are also under pressure. While we understand the call for a temporary opening up of non-
concessional IBRD-lending to IDA-countries, we need to exert the utmost prudence in doing so. We 
should avoid ruining the efforts that have been made by donors and recipient countries to reduce the 
burden of debt. Long-term debt sustainability must remain an objective and its foundations should not be 
put in question. We believe that the existing Debt Sustainability Framework remains valid, that it contains 
enough flexibility, and that it does not need to be fundamentally reviewed. Options to identify additional 
fiscal space could nevertheless be explored as long as they do not jeopardize long term debt sustainability. 
To that end, we would like to encourage the Bank and the Fund to continue to help countries to strengthen 
their institutions with a view to improving their debt management. 
 
Financial Situation of the Bank Group 
 
As we have already pointed out, the Bank Group has been able to tackle this crisis under the best possible 
conditions: a strong capital position and an exceptionally high IDA replenishment. 
 
With the drastic expansion of its lending volumes, the financial capability of the World Bank Group is 
inevitably going to come under stress over the medium term, even more so if the crisis goes on or 
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deepens. The financial outlook for the IBRD is affected by higher lending levels, decreasing interest rates, 
higher funding costs, loan loss provisioning, and mark-to-market adjustments impact negatively on its net 
income and capital adequacy. It is unlikely that, at the lending levels announced, the Bank’s current 
capital will be able to maintain sufficient lending capacity beyond 2011. 
 
The IFC will experience a negative net income this financial year and might approach the limits of its 
strategic capital in a not too distant future.  
 
In case frontloading is successful and expanded, IDA-15-resources may be depleted before the end of the 
IDA-15-period.  
 
The Bank and IFC’s capacity to generate income to be transferred to IDA will also be affected. These 
issues cannot be addressed by a mere overstretching of the institutions’ balance sheets. The Board and 
Management have to initiate a broad strategic discussion on the capital adequacy of both the Bank and 
IFC. Indeed, the welcomed anti-cyclical role that the Group is playing should neither obscure nor 
jeopardize its long term development mission and it is absolutely essential to preserve the Group’s 
relevance after the crisis is over. It is also absolutely essential that the Group’s access to capital markets 
be maintained at the best possible conditions. This strategic discussion will also have to include the 
availability of concessional resources. 
 
Voice and Participation Reform 
 
We welcome the progress report on Voice and Participation as submitted for this meeting. It describes 
that the first phase of the reform on Voice and Participation is now well under way.  
 
We particularly welcome the decision to grant a third seat for the Sub-Saharan Africa countries and the 
agreement that the selection process for the President should be merit-based, transparent with nomination 
open to all Board members. Our first priority should be to bring this first phase to a successful conclusion 
as soon as possible. 
 
The commitment has been made to pursue the reform process and we shall do so. 
 
The second phase will have to be consultative, transparent and inclusive, involving all shareholders. 
Given the complexity of the matter, the need to deliver a solution that will commend the broadest 
consensus, and the priority that has to be given to pulling our client countries out of the crisis, we will 
probably have to privilege quality over speed. 
 
When realignment criteria will be discussed, all relevant elements, such as, among other things, IDA 
contributions and the possible link with capital adequacy, will have to be included. 
 
It may be useful to request from Management a realistic roadmap factoring in the degree of difficulty that 
we will have to face. In the meantime, we should start to work on the basis of the timetable agreed in 
October 2008 and not give it up until we know with certainty that we have a true and realistic alternative. 
 
Finally, we welcome the work of the Board on internal governance as part of overall Bank Group 
governance as well as overall effectiveness, efficiency and accountability. 


