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Mr. Chairman, Governors, Ladies and Gentlemen 
 
It is difficult not to be pessimistic these days, and it is an understatement when I say that we are facing an 
unprecedented crisis. A crisis that respects no borders, that has already begun and will continue to affect 
us all. Ironically, this crisis exemplifies successful globalization – the very process that has brought 
benefits to so many now ensures that no country is spared the effects of the crisis.  
 
Yet, that is where the similarity ends, because its impact is uneven.  
 
The more developed of our economies, particularly those that can afford to engage in fiscal expansion, 
will be able to protect their populations from the worst of its possible effects. Many have already lost their 
jobs, many more will. Many have lost their homes, and many more will. Many have lost their life savings, 
and many more will. But, the extensive and effective social protection systems of these countries will kick 
in, and as the impact of the fiscal expansion trickles down further, these economies and their people will 
recover, and in a few years time, the recession will be a thing of the past.  
 
But the impact of the financial crisis will be more drastic on the developing countries, particularly the 
lower income developing countries, those that cannot afford to, or at the most, can envisage only the bare 
minimum of a fiscal expansion effort. People in many of these developing countries have barely survived 
the spike in the food prices, and now they stand to lose everything. Once these people sell off their few 
assets – the land and livestock that they live off - they will starve and their babies will die. Literally. And 
the sad reality is that females, children and babies will be among the first to lose. In 2009, there will be 55 
million more in the ‘extreme poor’ category, than before the financial crisis.  And unlike a famine, or a 
tsunami, these human crises will not be revealed in any piercingly stark pictures or faces on television 
screens. 
 
Over the past few decades, with the help of the international community, these developing economies 
have worked hard to reform their systems, to enhance their capacities, to build up social protection 
systems and to offer the hope of employment to their youth. Many had made steady progress towards the 
achievement of the Millennium Development Goals (MDGs). And now, through no fault of their own, 
they are facing the risk of the reversal of these hard won gains.  
 
Now, more than ever, developing economies need the predictable and substantial support of the 
international community. In its absence, most developing countries will be forced into making 
adjustments that will be pro-cyclical in nature, which will accelerate and deepen the negative impact of 
the crisis. This will transform an economic crisis into a social and humanitarian one, and eventually, a 
political crisis. In an increasingly interconnected world, none of these crises will respect sovereign 
boundaries.  
 
It is understandably challenging, during such a crisis, when there are such pressing needs being felt at 
home, to justify maintaining, let alone stepping up, official foreign development assistance. Yet, are we 
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ready for the risk of rendering totally ineffective the impact of all the development assistance that 
taxpayers in donor countries have been generously supporting all these decades?  Are we ready to pay the 
price of inaction – the immeasurably more expensive option - of having to help pull up these same 
developing countries after the fact?  
 
More than ever, it makes sense to act now, rather than to wait, and pay much more in a more uncertain 
world, later on. It makes economic sense, it makes social sense, and most significantly, it makes 
development sense because the price of inaction is catastrophic.  To not provide the additional resources 
that are desperately needed will risk the reversal of all the reforms that were hard earned; 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.  
 
I started out by saying that we have done very well in our globalization efforts. Such has been its success, 
that today, it is pulling us all down together. But instead of wasting valuable time and scarce resources on 
blame, we need to harness the very same forces of globalization to pull us collectively out of this mess. 
And we must. 
 
The Multilateral Development Institutions have a clear role to play in this global effort, which necessarily 
needs to be coordinated.  As it should be, the International Monetary Fund (IMF) is the first line of 
response for re-establishing financial economic stability, and fortunately, it has now been equipped with 
the resources it needs to play that role.  Our Bank, on the other hand, has a dual role of addressing the 
needs of the short term, as well as ‘reconstruction and development’.  It must simultaneously keep a keen 
eye on the medium term, while making careful preparations for the longer term – for the time when the 
crisis ebbs away. This is particularly relevant because investments in human capital have long lag times 
on economic growth.   It is certainly not the time for ‘Business As Usual’. 
 
And we are glad that the Bank Group recognizes the significance of being swift, selective, innovative and 
flexible in its response to the global economic downturn.  Having said that, the need for flexibility should 
not compromise the sustainability and strength of this Institution, its systems and procedures. 
 
The International Finance Corporation’s (IFC’s) newly proposed Global Trade Liquidity Program, in 
association with the Global Trade Finance Program, underscores the importance of trade in the global 
economic recovery. Together, they would have the potential of effectively addressing the market gap for 
trade finance through increasing guarantees as well as recycling trade loans, with participation from the 
private sector and national export credit agencies. By preserving trade, we preserve the ability of 
developing countries to earn their own way into prosperity. 
 
But, these initiatives will have limited success, if they operate in a vacuum of instinctive protectionism, 
which risks retarding market corrections, distorting trade, and triggering retaliation.  Therefore, we have 
to use this opportunity to change our multilateral trade negotiating processes. Rather than waiting for 
such a time when we reach the perfect and comprehensive ideal agreement, why not accept and act upon 
what we already have agreed upon, to date? We can then focus our collective attention on reaching 
compromise on those remaining prickly issues. My point is that even a partial trade agreement will enable 
developing countries to partially earn their way out of their difficulties. Waiting for full agreement on 
everything will only prolong the challenge. 
 
The proposed increase in the percentage of front loading and acceleration of disbursements and of 
development policy lending from the International Development Association (IDA) through the IDA-
Financial Crisis Response Fast Track Facility is a welcome idea which we support.  However, we need 
to take into account the longer term opportunity costs, in particular, ensuring equitable access to IDA 
resources, the impact on longer term development projects, as well as the quality of the current portfolio. 
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Most significantly, we need to manage carefully the risk that the Facility could pose to the current and 
future financial health of IDA resources and replenishments.  Having said that, we need to ensure that this 
is a complement, rather than a substitute, to the facilities of the IMF. 
 
We see a similar dilemma with the prospect of tripling IBRD lending over the next three years. On the 
one hand, we are encouraged that this will further increase the Bank’s support to its middle income 
clients.  Yet, once again, we need to take into account the future lending capacity of the Bank, in 
particular, its AAA rating and hence its borrowing costs.  This becomes particularly relevant within a 
context of a prolonged recession.   
 
The call for a Vulnerability Facility seems a promising opportunity that requires further discussion and 
study.  However, given the challenge of the mere fulfillment of past declared ODA commitments, there is 
a legitimate concern of this new initiative also achieving its objectives.  Despite this, we should work 
towards its operationalization.  
 
Finally, IFC’s timely emergency response package will mobilize and channel additional resources and 
steps up advisory services to governments in need of them.  Through securing capital for counter-cyclical 
investments that expand demand, the Infrastructure Facility will bridge the gap in private sector 
financing for private or public-private partnership (PPP) infrastructure projects in emerging markets.  The 
Bank Capitalization Fund will provide liquidity and capital support to the banking sector of emerging 
market countries at a time when potential investors, especially foreign ones, are withdrawing from the 
market.    
 
However, to ensure development effectiveness and additionality, all such initiatives would need to be 
coherently embedded into a clear and well considered World Bank Group crisis strategy.  This would 
additionally be coordinated with other initiatives of multilateral, regional and bilateral agencies, 
governments, and the private sector.  Our need for prompt action should, under no circumstance, be 
allowed to jeopardize the long term sustainability and role of the Bank.  In this context, we look forward 
to a discussion on the issue of capital adequacy of the Group at the upcoming Annual Meetings. 
 
Mr. Chairman, Ladies and Gentlemen, 
 
Many in the public domain, including many of our largest shareholders, see this financial crisis as an 
opportunity to call for intensified action on the reform of the governance of the Bretton Woods 
Institutions. The potential for a strengthened role of the BWIs, given their mandates, makes 
strengthening their perceived legitimacy, through improvements in their governance structure, entirely 
understandable. 
 
Yet, precisely because we are dealing with the sensitive issue of governance, it is imperative that this 
debate now moves to the legitimate decision-making bodies of the World Bank Group, where it belongs - 
where all shareholders are represented - the Development Committee and our Executive Board.  
 
As shareholders we all know the significance of ensuring that this Institution reflects the dynamic global 
economy.  Since the Monterrey Consensus, we have implemented reforms which, in the aggregate, have 
made us more responsive and flexible.  Most strategically, such measured steps have allowed sufficient 
time for consultation, for consensus and compromise building, and identification of alternatives.   
 
We are encouraged that the work program endorsed during the 2008 Annual Meetings is being 
processed according to plan outlined.  We agree that still more remains to be done. 
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Developing countries could potentially reach almost to parity at the IDA Board very quickly. It is 
imperative that we intensify our efforts to enable this, and in this regard, we commend the recent 
contribution from donors to nudge this issue along.  Given the small sums involved, we encourage our 
IDA colleagues to prioritize their consideration of this issue. The process is underway for the Amendment 
of the Articles to enable the increase in Basic Votes. As shareholders, we need to process this 
expeditiously so we can then proceed with the subscriptions to the unallocated shares. We note that our 
African colleagues are working on the issue of their new Chair at the Board. Finally, many of the 
recommendations made by our Board – in their internal governance review, in association with the work 
being done by Management – on decentralization, on country ownership, on diversity - can potentially 
enhance the oversight of our Executive Directors, and strengthen the accountability of management.  
 
Fundamental to Phase 2, will be reaching agreement on definitions, basic criteria, expectations and 
principles – for IBRD as well as the IFC.  This would have to include frank discussions on expectations 
for increased financial responsibilities and obligations concurrent with enhanced influence. This will 
become particularly pertinent when considering the strengthening of the capital adequacy of the Bank 
Group and the sustainability of IDA.  More significantly, realigning shareholding will need to take into 
account each shareholder’s weight in the global economy, an issue we would necessarily need to 
coordinate with the Fund.  This would all need to be done within the context of the Monterrey Consensus 
– which aimed at enhancing the voice of the developing countries – NOT reallocating the small voice 
they already have amongst themselves.  Since Phase 1 reforms took this into account admirably, we 
need to ensure that Phase 2 does not reverse the small gains that some developing countries made a mere 
6 months ago.   
 
Needless to say, Phase 2 will be complex and challenging.  We are sympathetic to the sense of urgency 
surrounding this issue, yet we underscore the importance of ensuring a transparent process that would 
engage all shareholders in inclusive deliberations so as to take their concerns into account.  At a time of 
financial crisis, the need for cohesive governance, and strong oversight is paramount.  
 


