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The global economy is firming up, driven by recovery in investments in advanced economies and 
acceleration of private consumption in emerging market and developing countries. Yet risks over the 
medium-term continue to be tilted to the downside, including the heightened economic and geopolitical 
tensions and the financial vulnerabilities, that could stem from a faster than expected tightening of financial 
conditions.  
 
At the same time, the challenges to achieving the Sustainable Development Goals (SDGs), and the World 
Bank Group (WBG) own Twin Goals of ending extreme poverty and promoting shared prosperity are no 
less daunting today than in 2015 when the United Nations adopted the 2030 Agenda for Sustainable 
Development. Added to these challenges are the lingering issues of rapid technological changes, weak 
productivity growth, income inequality, demographic shifts and forced displacement. The WBG’s 
development role thus remains as important as ever.  
 
Sustainable Finance for Sustainable Development 
 
Given the enormity of the development challenges, there is a good case for enhancing the financial capacity 
of IBRD and IFC. The proposed “Capital Package” will provide the WBG with the resources needed to 
deliver on the strategic directions set forth in the Forward Look and to meaningfully contribute to achieving 
the SDGs. It would reinforce the “One World Bank Group” approach, ensuring that WBG institutions 
produce aggregate outcomes that are larger than the sum of their individual efforts.  
 
I am pleased that the capital package includes policy measures and governance mechanisms to regulate 
IBRD lending, provide a buffer for crisis lending and compensatory measures to restore the buffer, enhance 
internal cost efficiencies and increase business revenues. I also appreciate IFC’s commitment to scale up 
operations in low-income countries, enhance mobilization and proactively manage its portfolio to internally 
generate and recycle resources into new operations.  
 
The Addis Ababa Action Agenda, the WBG’s own Cascade approach and fiscal constraints around the 
world all point to the critical importance of mobilizing third parties’ resources. The WBG should use the 
broad range of its instruments and partnerships to help client countries maximize financing for sustainable 
development, strengthen institutional frameworks that facilitate productive investments and enhance 
private sector’s role in the economy and step up mobilization efforts including private sector resources and 
domestic revenues.  
 
In my view, it will take more than a capital increase to perform this role effectively. The vision embodied 
in the Forward Look needs to be translated into sound operational strategies. Selectivity based on the core 
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mandate and comparative advantage would be key to optimal utilization of resources, which should be 
invested in operations that would make the most development impact. Balance would need to be maintained 
between supporting global public goods and development agendas of client countries. Engagement with 
clients should focus on core development issues that directly contribute to eradicating poverty and 
enhancing shared prosperity. In this respect, I would like to caution that pursuit of the climate financing 
targets – for both IBRD and IFC – should not be at the expense of the development priorities of client 
countries.   
 
Finally, the Forward Look emphasizes that WBG’s efforts should be directed to where they are most 
needed. Currently, the MENA region fits that criterion very well. I cannot, therefore, overemphasize the 
need for the WBG to be engaged in the region with a stronger commitment, a proactive approach and a 
sense of urgency. The capital package will provide considerable headroom to significantly scale up WBG 
operations in MENA region and I encourage that every effort be made in that direction, given the enormous 
economic and development challenges and also the opportunities presented in the region. 
 
Shareholding Review 
 
I would like to express my appreciation for the work undertaken by the Executive Directors, Senior 
Management and Corporate Secretariat to develop proposals for Selective Capital Increases (SCIs) for 
IBRD and IFC. What we have in front of us is a temporary compromise. The current shareholding review 
does not adequately address some of the principles laid out or endorsed by Governors, such as moving in 
small, manageable steps, avoiding abrupt changes in shareholding and voting power structure, and avoiding 
the reversal of gains of 2010 voice reform. Regrettably, this SCI will reverse those gains for many 
developing countries, whose voting power would be diluted to a greater or lesser extent.   
 
Moreover, the dynamic formula that has been adopted for realigning shareholding assigns excessive weight 
to countries’ shares in the global economy. It does not fully capture the historic development contributions 
and is not comprehensive enough to accommodate countries’ systemic importance to the global economy. 
Going forward, therefore, I see scope for its refinement. A discussion on this aspect should be part of the 
next shareholding review. 
 
As regards the IFC’s SCI, this serves the dual purpose of shareholding realignment and contribution to 
IFC’s capital, given that, unlike IBRD, IFC has no callable capital and all capital subscriptions have to be 
fully paid-in. I consider both these objectives to be important. I support the objective of aligning the 
shareholding structures of the WBG institutions, in particular those of IBRD, IDA and IFC, given their 
almost common membership. In this context, IFC’s SCI is a welcome first step towards closing the gap 
between countries’ shareholding in IBRD and IFC. 
 
Overall, our expectation as a shareholder is that the capital package presented to Governors would help 
both institutions to become financially self-sustainable and obviate the need for future capital increases, 
except in extraordinary crisis situations. 
 
Mainstreaming Disaster Risk Management (DRM) in WBG Operations 
 
I welcome the WBG’s active engagements on DRM. Two points need particular emphasis. First, natural 
disasters have and will continue to threaten life and livelihood, with the potential of inflicting serious human 
and economic damage. Mainstreaming DRM in WBG portfolio, and the development of innovative tools 
and instruments to respond to disasters that also leverage private investments and insurance markets are 
therefore welcome. While preparedness and agility with which the WBG responds to disasters will remain 
critical, equally important is the need for ex-ante readiness and resilience-building measures, and for 
strengthening early warning systems and rapid-response capacity.  
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Second, the WBG supports a range of financing and risk instruments including Catastrophe Deferred Drawn 
Options, contingency financing mechanisms such as Contingency Emergency Response Component and 
the IDA Crisis Response Window. It is important to capitalize on the complementarities between these 
instruments to improve their individual and collective effectiveness. As DRM programs are implemented 
by practically all Global Practices (GPs) because of its cross-cutting nature, it is critical that the GPs, and 
indeed the WBG as a whole, work in sync to ensure that the desired outcomes are obtained through 
coordinated action and optimal use of resources. 
 
Debt Vulnerabilities in Low Income Developing Countries (LIDCs) 
 
Rising debt vulnerabilities in LIDCs is an important concern, because, among other adverse impacts, high 
debt levels limit the fiscal space for financing investments in physical and human capital that are so critical 
for growth and development. It is, however, important to appreciate that LIDCs constitute a diverse range 
of nations, each with its own unique circumstances and challenges. This heterogeneity must be recognized 
in any discussion of debt vulnerability.  
 
It is important to understand what has driven the rise in debt vulnerabilities, for instance vulnerability to 
commodity price shocks, inability to make timely adjustments in expenditure priorities or take additional 
revenue measures, exogenous factors such as natural disaster and health related shocks, and supply and 
demand side factors, manifested in the availability of global credit, and low interest rates which create 
incentives for borrowing.  
 
However, debt per se may not be an issue when it leverages investments that are productive, yield high 
returns and generate resources to service debt. It becomes a problem when it is used for expenditures that 
yield low and slow returns to the economy or used for wasteful consumption, which must be avoided. 
 
There is also a need to promote awareness of the risks entailed by financing long term investments with 
short term debt, which increases the debt service burden and raises refinancing risk. Such risks are 
exacerbated when they are accompanied by declines in inward remittances and grants.   
 
As for the role of the WBG and IMF, the two institutions should play an important role in mitigating debt 
vulnerabilities of LIDCs, with tailored support to address the specific needs of each country. In addition, it 
is important to help debtor countries reduce the borrowing needs, by building fiscal buffers, diversifying 
economies, and supporting policy reforms that encourage domestic resources mobilization and expenditure 
consolidation to tackle fiscal imbalances. The WBG and IMF can also prioritize support for productive and 
pro-growth investments with financing at affordable terms, develop and implement debt sustainability 
framework which enable deeper assessment of debt vulnerabilities and identify areas for early intervention, 
and increase targeted technical support for debt management and resolution, data collection, transparent 
reporting and capacity building of debtor countries.  
 
The Forward Look 
 
I appreciate the continued efforts towards realizing the vision of the Forward Look. I would like to make a 
few remarks. First, it is important that WBG stays engaged with all client countries, with tailored solutions 
to their specific development issues, while continually ensuring that its resources are strategically targeted 
to the least developed countries.  
 
Second, private sector solutions that emerge from the diagnostics, deep dives and various pilot initiatives 
demonstrate a good development promise and I encourage the WBG to build on this work. Further efforts 
are needed to fully realize the Maximizing Finance for Development strategy. This would require WBG 
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institutions working together to identify and structure sound projects, and help client countries create 
conducive business environment with appropriate use of risk mitigation instruments.   
 
Third, I welcome the implementation of IDA18, including the intention to double IDA lending to fragile 
and conflicted affected states, which I believe is the right response to the pressing needs. I also welcome 
the emerging financial model of IDA, which includes market funding and price differentiation between 
client groups. These measures are important for IDA’s long-term financial sustainability.  
 
Finally, making the business model of the WBG more agile, simpler and better is a continual undertaking 
that needs quality feedback from staff and client countries, for which effective communication channels are 
vital. 


