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How resilient have developing countries been during the global crisis? 
 

Discussion of the global economic crisis of unprecedented magnitude has dominated our meetings for 
about two years. Today when recovery is already underway, we have to underscore the fact that many 
developing and transition economies have demonstrated remarkable resilience during these hard times 
compared with most advanced economies. Their crisis response was invariably very orderly, and there 
were no instances of uncontrolled inflation or social breakdown which often followed previous economic 
crises.  
 
What lessons can we learn from this story? 
 
First, to deal with the global crisis the governments have to employ the full range of policy instruments: 
countercyclical fiscal and monetary adjustment, social targeting, public consultations, governance 
improvements, international collective actions.  
 
Second, particular attention ought to be given to the choice of supporting actions. In some areas we need 
to practice careful selectivity, for instance, to avoid interruption of basic social services provided to the 
poor, to continue maintenance of critical infrastructure, to shore up financial institutions of systemic 
importance. In some other areas, blank support aimed at boosting overall confidence might be 
appropriate, e.g. general lengthening of duration of unemployment benefits or lowering the threshold of 
deposit insurance. 
 
Third, global capital markets can be utterly unpredictable. The countries which were most strongly hit, 
primarily those in Central and Eastern Europe, expected that the capital flows from abroad, which 
financed their rapid growth would stay steady indefinitely. They are paying dearly for this illusion. 
 
This leads us to our fourth conclusion that the reserves do matter. Several years ago we heard a lot about 
supposedly excessive and unproductive reserves accumulation by many developing and transition 
countries. Today we realize how wise were those, who managed their external reserve position in a 
prudent and conservative way. 
 
Last but not least, we have to appreciate the role played by the multilaterals, first of all, by the Bretton 
Woods institutions. They have managed to dramatically increase their disbursements to the countries 
which suffered most from the credit and export crunch. It is clear that new evolving mechanism of 
international coordination and cooperation, including representative country groupings, has greatly 
facilitated the coordination needed to ensure such a response. 
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Delivering on IDA results and Improving Lives: 

The International Development Association 
 
We appreciate strong results achieved by IDA in providing development assistance to the poor countries. 
IDA remains a unique development institution that is capable of delivering a client-tailored support based 
on an integrated country platform while addressing global priorities. This institution needs to be preserved 
and strengthened. At the same time, we recognize that IDA is confronted with important challenges which 
may be critical at the current juncture. 
 
First, IDA’s resource envelope is not sufficient to address the development needs and emergencies that 
may arise in the future. In many countries the volume of resources that IDA is able to provide is dwarfed 
by the magnitude of requirements, especially in the vital areas of infrastructure, energy, and regional 
integration. It is also important to protect and enhance IDA anti-crisis and emergency windows that play 
an important role in protecting poor countries against the external shocks. These adjustment measures 
could be explored in the regional context, especially in the frame of closer coordination IDA activities 
with the regional anti-crises funds and mechanisms. 
 
IDA’s potential in promoting private sector development in poor countries also remains underutilized 
despite its importance in terms of economic growth and job creation. The need to make more effective use 
of IDA resources to enhance the role of private sector is self-evident. It is feasible to refine and improve 
IDA’s private focus through the IDA-IFC cross-over on private sector development. 
 
The important way to address these challenges is to develop a new effective mechanism of leveraging 
resources of the whole World Bank group as well as bilateral donors and private sector. For example, 
such instruments as IBRD enclave lending and guarantees to IDA countries, which are formally already 
on the books, need to be used in a more proactive way. Blending different types of finance with soft loans 
and grants may ensure the overall appropriateness of financial terms in accordance with the debt 
sustainability framework (DSF). The existing flexibilities of the DSF should also be actively explored. 
All this possibilities could effectively contribute to the scaling up IDA resources. 
 
Second, a successful IDA-16 replenishment remains a highest priority. At the same time, new IDA 
resources should be fully utilized to address the recipients’ development priorities without any 
earmarking. While we agree that four cross-cutting areas identified during current IDA negotiations 
(gender, fragile situations, climate change and crisis response) are very important, they should not detract 
attention from the other areas, which are critical for economic growth such as infrastructure and access to 
energy. We also believe that successful implementation of results measurement system and strengthening 
accountability to the stakeholders will improve prospects for a successful replenishment.  
 
Finally, we are confident that IDA will be able to accomplish important internal reforms, successfully 
conclude replenishment negotiations and reinforce its role as leading development institution capable of 
addressing manifold needs of the poor countries in achieving the MDGs. In those endeavors IDA can 
count on our firm support. 
 

Internal reforms 
 
In order to be effective in fulfilling its mission the World Bank Group needs 21st century institutional 
structures and frameworks. At the last Spring Meeting we were presented with an ambitious internal 
reform package and we are grateful for the progress report which we are discussing today. 
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The global development knowledge is the main asset of the Bank. This is exactly what makes this 
institution unique. In order to preserve this comparative advantage, the speed of decentralization (physical 
relocation of staff) needs to be fully matched by progress in implementing knowledge strategy. Just 
acknowledging the significance of sequencing of the reform elements is not enough. We need to make 
sure that the Bank’s new knowledge architecture is in place. An integrated system for capture, storage, 
collaboration and use of knowledge is of vital importance for the World Bank. It should be accompanied 
by a comprehensive overhaul of internal governance structure aimed at attaining the highest standards of 
managing knowledge and maximizing its value. 
 
Furthermore, in the decentralized organizations the set up of the central elements of the governance 
architecture becomes critical. The demand for the enhanced and credible World Bank central governance 
bodies, including a strong Board of Executive Directors, will be constantly increasing with the 
advancement of decentralization. In our view, the Board of Executive Directors would benefit greatly 
from the work of the third African chair. Together with a more transparent process of selection of the 
President, these steps can be viewed as an advancement of democratic principles of governance of this 
multilateral development institution. We appreciate the work done by the Board of Directors in this area 
and would welcome an update on the issue at our next meeting. 
 
Given the extent of changes the Bank is going through, we believe it is the right time to plan for a 
comprehensive performance assessment of the entire reform package. We should attempt to 
comprehensively assess how the reforms translate into higher quality of services and institution’s ability 
to deliver on its mission. Some reforms are still at their early stages and cannot be evaluated yet. 
However, we believe it is important to start working on an assessment framework at an early stage. 
 

 


