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Strengthening development after the crisis is indeed a high priority for our consideration at this critical 
time.  A year ago, this Committee met at a time of unprecedented global crisis. Six months ago, we met in 
a mood of guarded optimism as the global economy appeared on the verge of recovery.  Today, the 
evidence suggests that the recovery is turning out to be stronger than anticipated.  The developing world 
was not the cause of the crisis, but its increased economic strength could make it an important part of the 
solution.  The strong demand for imports by developing countries, to take one example, helps make them 
collectively a significant driver of the world economy, especially at a time when the imports of high-
income countries have yet to recover to pre-crisis levels.    

At the same time, there is no doubt that the severe crisis which spread to developing countries has 
impeded the hitherto robust economic growth trends that were helping many countries make progress 
towards the Millennium Development Goals (MDGs). The weaker economies in particular have suffered 
from the effects of the crisis disproportionately. The latest Global Monitoring Report provides a useful 
analysis of the factors involved.  It is clear that the two main drivers of progress along the difficult path 
towards the MDGs – i.e., faster growth and better service delivery – have been undermined by the effects 
of the crisis.  The impact on poverty will be long-lasting.  Over 70 million fewer people will have 
emerged from poverty a decade hence. The medium-term negative impact on attainment of other MDGs 
may also be considerable.   

The global development community has nonetheless responded strongly to the crisis, and this collective 
effort is commendable. Given an uncertain and uneven recovery with many potential risks, the main 
challenge now is to sustain such efforts. The primary actors in this process would no doubt be the 
developing countries themselves.  But they also need the support of the donor community and the 
international financial institutions in developing and implementing least-cost development approaches. In 
this regard, I particularly appreciate Mr. Zoellick’s recent remarks on climate change. The Bank Group 
should support transitions to cleaner energy without sacrificing access, poverty-reducing growth and 
development. 

In spite of the novel rebalancing underway within the global economy, some overall principles that can 
facilitate a sustainable recovery retain their previous validity.  One is to nurture the private sector, through 
an environment supportive of local businesses and their foreign partners. This opens up potential 
entrepreneurial advances that can stimulate job creation, a major challenge in many regions, as well as 
facilitating market information, management skills, technology transfer and South-South investment. 

Similarly, a long-term focus is needed on human capital development through quantitative and qualitative 
improvements in educational and training systems that are equitable and contribute to the competitiveness 
of the broader economy in this new century. 

So is the need for modern infrastructure (including public-private partnerships), particularly access to 
modern energy.  It is well known that a leading complaint of business leaders is inadequacy of electricity 
supply. We know as well that the lack of households’ energy access, especially in Africa, has undesirable 
effects on health and on education programs.  Access to clean and affordable energy must thus be a 
priority.  
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A renewed focus on agriculture and agribusiness is also required in order to ensure food security, and 
bring jobs and prosperity to the rural populations. 

I must also express my concern at the lack of the political will needed to tackle trade issues in a manner 
that will enable developing countries to capture the potential gains from foreign markets, and the need to 
prevent a relapse into protectionism.  

To support such efforts, domestic resource mobilization by developing countries should be maximized 
and effective policies and basic service delivery maintained, the differences in levels of development 
notwithstanding. The donor community needs to follow-through on promised aid commitments. For its 
part, Saudi Arabia will continue its own long-standing bilateral, regional, and multilateral development 
aid programs, which have over the long term exceeded the UN target.  I appreciate the reference in the 
Global Monitoring Report to Saudi Arabia leading the increase in aid by non-DAC donors. Such aid is 
also highly concessional, untied, and conditionality-free. We have also supported the G20 joint actions to 
address the crisis. Saudi Arabia remains an open economy whose continued strengthening, including 
through prudent regulation, contributes global benefits.  

Turning to the special contributions of the World Bank Group to international development, I commend 
the Group’s proactive response to the crisis under the visionary leadership of Bob Zoellick. I note that 
intentions have been backed up by actions, including a record $100 billion in commitments since the 
onset of the crisis, accompanied by a boost in disbursements. Looking ahead, it is important that the Bank 
Group be properly positioned to maximize its value added in an uncertain and evolving context, just as it 
has urged client countries to enhance their own competitiveness in the new global economy. Discussions 
with the shareholders and at the Board have been detailed and useful, though additional Board discussions 
are needed on sequencing, priority and linkages amongst various elements of the reform process. Such a 
process would involve refinements to the matrix management system, to the evolution of human resource 
policies (with particular attention to the issue of severely under-represented nationalities), and to such 
cross-cutting issues as decentralization, where the right balance has to be defined, incorporating global 
knowledge, local practice, and the interests of diverse clients and partners. I see particular potential for 
greater facilitation of South-South cooperation.   

It is also vital that the Bank Group’s work complements the countries’ own development plans, and 
effectively positions the Group’s activities within an increasingly complex institutional aid environment. 
While concurring with the main messages presented to us, and hence supporting the main thrust of the 
post-crisis directions proposed, I believe that implementation details will quite rightly have to be worked 
out in a country-specific context.   

I turn now to financial capacity issues as they relate to IBRD and IFC.  It is clear that there is consensus 
that the responses of both entities to the crisis have raised questions as to the implications for their 
financial sustainability. This has rightly been the subject of intensive and ongoing discussions. As regards 
the IBRD, I concur with the analysis of needs identified by Management, including the usable equity gap 
identified for FY19.  On the issue of the release of National Currency Paid-in Capital, I note the opinion 
of Legal Counsel regarding consistency of proposals with the Articles, given the voluntary nature of 
previous releases of NCPIC.  

With respect to the reform of loan maturity terms, I expect that this proposal will be addressed by the 
IBRD Board during the annual end-fiscal-year pricing review along with a revised framework for loan 
pricing, given the evolution of IBRD lending products and changes in IBRD’s financial situation. I expect 
the package of financial options to safeguard the long-term financial sustainability of IBRD.  Further, 
while I remain supportive of the principle that the poorest countries should be helped through 
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contributions to IDA, redirection of excess capital should not be used as a substitute for donors’ fair 
shares of development assistance.   

As regards the IFC, I see the Corporation’s role as a vital component of the overall Bank Group strategy, 
given its impressive track record of helping to build up the private sector, especially during the current 
crisis. I commend Lars Thunell and his Management team for their proactive approach. I have already 
mentioned the positive contribution that for-profit enterprise can make to growth, job creation, and 
development generally.  I concur with the assessment of needs indicating a capital shortfall by end-FY16. 
I am not convinced, however, that there is any need to place arbitrary limits on IFC’s rate of expansion, 
which should be guided by demand and IFC’s operational capacity to deliver. As far as demand for IFC 
services is concerned, we have been reminded that it has never been higher. It is now for shareholders to 
ensure that IFC is not capital-constrained as it strives to fill the post-crisis financing gaps. Overall, I 
encourage strong and equitable shareholder support to attain IFC’s objectives, rather than leaving such 
financing by default to a more willing segment of shareholders.  

I encourage the Board to ensure that Management’s proposal for a principles-based framework for annual 
net income allocation for IBRD reinforces the long-established seniority of the claims on net income of 
reserves, while also ensuring risk-bearing capacity and long-term sustainability.  I also encourage the IFC 
Board to discuss a principles-based approach to designation of IFC retained earnings, to bolster risk-
bearing capacity and ensure that adequate resources are available for response to future crisis.  

Finally, I welcome Management’s proposals to strengthen integrated risk management for the Bank 
Group, which I expect will be further discussed by the Boards prior to finalization.  Subject to these 
qualifications, the proposals before us provide an acceptable basis for moving forward to strengthen 
IBRD and IFC financial capacity. 

Turning now to the thorny issue of voice, I appreciate the numerous discussions that have taken place at 
the Board on this critical issue. However, I continue to have misgivings about the way the Phase 2 Voice 
reform at the IBRD has been structured.  To be specific, this Committee had asked for a formula that took 
into account economic weight and contributions to the Bank’s mandate. The legitimate expectation was 
that both factors would carry equal weight. From the institution’s perspective, there is a close relationship 
between countries’ economic weight and their financial contributions to IDA. Yet Management has 
proposed a formula that results in a massive 75 percent weight for share in the global economy and only 
20 percent for IDA contributions, including a no more than a notional recognition of the contributions of 
Developing and Transition Country (DTC) donors.  

Further, the model has employed tools that are not friendly toward open economies and reward those that 
are less open. Finally, application of the proposed model causes dilution of the voting power of a large 
number of DTCs. Repeated suggestions of alternative models that would mitigate the dilution to DTCs 
have been ignored.  

The result of all of this is that key DTC donors to IDA are asked to accept large dilution or pay an extra 
50 percent into IDA16. At the same time, some countries are presented with large gains in voting power 
without such a precondition, past or future.  In sum, therefore, I do not believe we have a formula on the 
basis of which we can approach shareholding realignment on a fair and equitable basis.  

Moreover, it is not just an issue of voting rights.  Saudi Arabia, in spite of being officially characterized as 
a “nationality of focus” for purposes of staff diversity, has persistently been denied equitable 
representation on Bank Group staff.  I find this situation unacceptable and urge Management to rectify it 
on a priority basis.  
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Despite these serious concerns, and in the spirit of cooperation, Saudi Arabia is willing to move forward. I 
can confirm, though with extreme reluctance and some caveats, that Saudi Arabia is willing to increase its 
IDA contribution, provided its existing voting power is fully protected.  I would also like to see an 
accounting of how the Bank will benefit, in terms of financial contributions, from those shareholders 
whose voting power is being increased. Such benefit is the ultimate objective of the whole exercise. I 
would also like to see how this voting power realignment impacts on the performance of the institution. 
This Committee should receive regular reports on these aspects.  

Finally, it has taken a number of years to reach the current status of voice reform. It cannot go on 
indefinitely. It should be brought to a closure in 2015. Voting parity of shareholding between developed 
and developing countries should be the goal of the 2015 review. Moreover, the next phase of voice reform 
would need to be implemented under a modified and more equitable procedure.  

As regards, IFC voice reform, I support the proposal to increase the Basic Votes to 5.5 percent, the same 
level as in the IBRD Phase 1 voice reform. I take note of the potential scenarios for a Selective Capital 
Increase (SCI). I further note the indications of interest by shareholders to make additional investment in 
IFC shares, including a substantial commitment by DTCs.  I believe such offers should be fully 
accommodated.  In any event, an SCI smaller than $300 million would not achieve much in terms of 
enhancing the voice of DTCs in IFC.  I also believe that the principle of aligning IFC shareholding with 
IBRD shareholding needs to be pursued seriously. It should enable all DTC shareholders with smaller 
representation in IFC to achieve alignment with IBRD by increasing their IFC shareholding. 

 

 


