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Global Economic Scenario/ Recent Economic Developments 
 
We meet at a time when the world economy is still passing through a lot of uncertainty. The financial and 
economic crisis that began two years ago has yet to run its full course and economies have yet to fully 
recover from its after-effects. Through coordinated action, we were able to avert a prolonged recession 
and we avoided another Great Depression, although comparisons can still be made. The prospects are 
however full of uncertainties. Recovery continues across the world, but it is uneven. Countries are 
recovering at different rates. Growth is well below potential. And the recovery is fragile. There is a 
constant danger of recovery being derailed by unexpected shocks. Developing countries have shown 
remarkable resilience in dealing with the crisis. However, they have exhausted their policy buffers built 
up over the years and would not be able to show the same resilience in the face of another shock. 
 
The impact of the crisis is going to last for decades beyond the crisis. It is a great cause for concern that 
an additional 64 million people have been pushed into poverty; that joblessness has increased; and that 
financial flows, although they have recovered from their lows, are still far below their 2007 levels. The 
achievement of the MDGs has certainly suffered a setback.. Today, we have a billion people suffering 
from acute hunger, a number unprecedented in history. 
 
If we need to regain lost ground in our fight against poverty, ignorance and disease, we need to restore the 
pace of economic growth. We need to put in place policies that expand our economies, stimulate 
investment, increase output and create jobs. We need programs that will address the educational and 
health needs of our people. We need mechanisms that will ensure that those who are adversely affected by 
this crisis are taken care of.  
 
Resilience 
 
As the paper on resilience has pointed out, developing countries have shown remarkable resilience in 
dealing with the crisis. We were better prepared - macro-economically - going into the crisis. We used the 
fiscal space, we had to stimulate our economies, protect core spending on social and infrastructure 
sectors, and to the extent possible, protect the vulnerable. We were lucky that food and fuel prices 
remained moderate during the crisis. It is doubtful whether we would have been able to cope with the 
economic crisis, if it had been coupled with large food and fuel price escalations.  
 
Although we have been resilient, we have exhausted the policy buffers built up over the years and will not 
be able to show the same resilience in the face of another shock. We also need to appreciate the role 
played by IFIs, including the WBG. The record lending by the IBRD and the front loading by IDA went a 
long way in smoothing our adjustment to the crisis and reducing fiscal pressures. For many countries, the 
assurance of having contingency financing from the Bank averted a possible crisis. The signaling effect of 
Bank lending has to be acknowledged in preserving core expenditures and protecting the vulnerable. We 
applaud the Bank’s response to the crisis and commend the President for the manner in which he has 
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expanded World Bank Group assistance on all fronts. IBRD commitments rose to a record $ 44 billion 
and Group commitments to over $ 72 billion, a historic high for any single year. We are of the firm 
opinion that the response of the Bank has enabled developing countries to respond in the right manner to 
the crisis and helped mitigate some of its adverse effects. This has to be acknowledged and cannot be 
underplayed.  
 
World Bank Future 
 
The question that then arises is what conclusions do we draw for the future? Most developing countries 
have exhausted their buffers and their capacities are stretched to the limits. They cannot be equally 
resilient in another crisis. While the World Bank has played a significant role in addressing the fallout of 
the crisis, it too is stretched. In fact, it is quite worrying that the Bank’s annual lending will come down to 
a maximum of $ 15 billion from next year onwards. This is not only insufficient to meet existing demand 
from client countries but is totally inadequate to help them if faced with another crisis. In my own 
constituency, demand for WBG assistance will continue to be higher than pre-crisis levels, particularly in 
view of a changed international financial environment with lower flows and higher financing costs. 
Unfortunately,  there is no headroom either for higher lending or for a crisis response – neither at IBRD 
nor at IFC. We need strong multilateral buffers to face future crises, play a counter-cyclical role and help 
maintain development expenditures. For this, we need to quickly focus on further expanding the Bank’s 
lending capacity through innovative measures. This may even require further capital enhancement. 
 
Secondly, we also need measures to increase private flows. The Bank should increase its activities in 
helping countries establish conducive investment environments with IFC supplementing it by working 
with the private sector. We feel that while IFC has been innovative in responding to the crisis, it has 
underestimated challenges in implementation. Many new initiatives have been slow to take off. In fact, 
our feeling that IFC should have been more counter-cyclical in its response is borne out by the Bank’s 
own internal assessments of IFC. We are also concerned that IFC is moving too much away from long 
term investments into short term trade finance, an approach which adds to commitment numbers without 
the same long term impact. IFC needs a radical relook at its overall strategy. It needs a more nuanced 
approach to selectivity, differentiating between countries based on their levels of development and 
focusing more on equity and loans.  
 
Thirdly, the Bank needs to have an Early Warning System by which it can spot and respond quickly to an 
evolving crisis – be it food, fuel or economic. The mechanism should be backed by the resources and 
instruments so that when the situation arises, the Bank is not found wanting. 
 
Fourthly, the Bank needs to continue to maintain its core focus on poverty alleviation. One notices a 
disturbing trend towards a proliferation of goals and the Bank spreading itself too thin. While each goal is 
valid in its own context, we need to realize that over-burdening the Bank with multiple goals reduces its 
efficacy in meeting its core objectives. In this context, I would draw particular attention to climate 
change. Climate change is one of the foremost developmental challenges of the 21st century. It will 
adversely impact most countries, but the poorest and the least developed countries will suffer the earliest 
and the worst. In dealing with climate change, the Bank must keep its primary mandate of achieving 
socio-economic development and poverty alleviation at the forefront. Its response should be determined 
by the fact that access to affordable energy is crucial for fighting poverty. The Bank should address 
climate change to the extent it impacts on development options and constrains opportunities of growth, 
but it should refrain from imposing mitigation responsibilities on developing countries which increase 
their cost of development. The Bank’s Strategic Framework on Development and Climate Change takes 
care of these sensitivities, and the Bank’s engagement with climate change issues should continue to be 
fully governed by this framework. .  
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Fifthly, the Bank needs to refocus on agriculture and infrastructure, areas which suffered relative neglect 
in the 80s and 90s. It needs to build up its human, knowledge and operational resources in these vital 
areas if it is to contribute to global food security and economic prosperity more effectively. We note that 
some steps have been taken in the recent past but more needs to be done. We feel that the Bank needs a 
renewed thrust in agriculture. The food crisis two years ago demonstrated the need to take long term 
measures to increase food supply in developing countries to counter upward price pressures.  We need to 
increase public investment in agriculture with policies designed to simultaneously boost private 
investment. Technological breakthroughs can ensure that growth in crop-yields does not taper off but 
gives rise to a new green revolution. Our attention should be on the less endowed cropping areas of the 
world. We need to modernize the entire food production chain – from farm inputs to post harvest storage 
and marketing to food processing. The Bank has a major role to play in this.  
  
WB Reforms 
 
We support all the initiatives on internal reform measures to make the Bank a truly global and 
decentralized institution adequately equipped with the necessary lending instruments to make it an 
effective agent for development. We are particularly keen that the decentralization process is accelerated, 
bringing the Bank closer to its clients. We want the Bank to be more focused on utilizing country 
systems, which in the long run would help building local capacity. In the operational area, we strongly 
support the Investment Lending reforms, and the move towards a results-based framework. The strength 
of the Bank is its knowledge base, global reach, financial capacity and, most importantly, ability to 
deliver results. We should maintain these at all costs.  
 
We took momentous decisions at the last meeting in restructuring the shareholding of the Bank and 
enhancing its financial capacity. We note the progress made in implementing the decisions. Nevertheless, 
it was a compromise package. There are areas where we still need to work. We do not as yet have a Bank 
specific formula. We need to begin work on developing this formula so that the next realignment can take 
place in 2015. The formula must be robust, reflect the evolving nature and dynamism of the world 
economy and lead to parity for DTCs. This will also further enhance the Bank’s capital base. We urge that 
work on the next level of reforms begin at the earliest. 
 
We also agreed to enhance IBRD’s financial capacity. We note that while all other actions relating to 
enhancing financial capacity have been implemented rapidly, important shareholders have not yet voted 
on the resolution to enhance the capital base of IBRD. We urge that this be expedited. 
 
IDA Results 
 
The MDG Summit has demonstrated the need to regain the lost momentum in achieving the MDGs. 
Multilateral institutions have to ensure that the gains in education and other areas are not lost and that a 
renewed thrust is given to health and nutrition issues, which are the weakest areas insofar as MDGs are 
concerned. The World Bank and other institutions, through their analytical work, must continue to look at 
the impact of the economic crisis on all MDG related outcomes. 
 
In this context, we need to focus on IDA as an essential mechanism for achieving this goal. In our view, 
IDA has done commendable work in addressing the challenges of poverty, illiteracy, hunger and disease 
over the last fifty years. It has unique strength vis-à-vis other forms of aid. IDA has much to be proud of 
and the discussion paper errs on the side of modesty in not taking credit for this. We need an ambitious 
IDA16 replenishment and we urge all IDA donors to contribute to make this possible. We also need out-
of-the box thinking to make IDA more sustainable in the long run so that it moves from being a pure 
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grant driven organization to one which can sustain itself with minimal external support. We also need 
innovative approaches so that IDA can respond to future crises in a manner better than in the past. 
 
Governance and Accountability 
 
We note the steps being taken by the Board in improving the Governance and Accountability mechanism 
at the Bank. We endorse these steps and look forward to concrete ideas at the next meeting.  
 
I would, however, like to lay down a few thoughts on improving some elements of the governance 
process. I believe that the DC meeting is an occasion to engage in a discussion with the President on the 
general direction of the Bank and its activities. The new format of laying down the strategic thinking and 
roadmap by the President and then discussion by DC, is a good one. We need to fine tune it further as we 
go along. Maybe the President could share his thoughts a bit earlier so that we can have a more 
meaningful discussion.  
 
In the last Spring Meetings of April 2010, we all agreed to bring about new reforms in the World Bank. 
We are encouraged by the progress made so far in implementing those reform measures. We need to 
sustain the progress and ensure that the Bank achieves new heights by adopting new level of reforms by 
2015.  
 
 
 
 

 


