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[NOTE TO COMMENTATORS: | look forward to any comments, but would find it
particularly interesting if you would address one thing | propose on page 6. | call
for replacing the Bank with a substantially shrunk global institution that makes
long-term, low interest loans in 1-2 areas but is more democratic and transparent
(among other changes). | am curious what other things each of you thinks a
scaled-down global institution doing public lending in the service of
“development” should do. Beyond what | suggest in the text, is there anything
at the Bank worth preserving or transferring to such an institution? If so, should
it be at a global institution or could it better be done at a regional or national
lending agency? - ROBIN BROAD]

I. Critical Moment on World Bank Work

This is a critical moment for reflection in World Bank advocacy work since James
Wolfensohn, the Bank’s most dominant and imposing president since Robert
McNamara, is stepping down in June 2005 after 10 years in the job. There will be
a major debate in the financial and general press on what role the World Bank
should play under a new president. Organizations and individuals in our
movements need to be at the center of this debate with bold new proposals, and
we need to be ready to respond to what is likely to be a new agenda of a Bush
appointee.

Likewise, this is a moment when a number of journalists, following in the tradition
of Sebastian Mallaby,! will be attempting to write the legacy of Wolfensohn as a
proud one of shifting the Bank toward poverty alleviation and debt reduction.
This is not the true legacy of the Wolfensohn years, and NGOs have a major role
to play in correcting that revisionist history to reflect reality on the ground. This
is a time to be quick and nimble with NGO media work. It is an historical moment
that holds the possibility of using voices from the South and North to catalyze a
broad public debate that forces a shift in the deliberations about the next phase
of World Bank work.

Il. Looking Back: My Vantage Point ?
My views are, of course, shaped by my history. My interest in and work on the

World Bank date to the late 1970s, long before | became an academic. | was
living in the southern Philippines on the island of Mindanao. Ferdinand Marcos



was in power and the country was a World Bank-designated “country of
concentration” - which meant that World Bank money was pouring in for various
kinds of projects. One of these projects was to be a series of dams across the
Chico River in the northern Philippines - a project that provoked intense
grassroots opposition. In a then probably unprecedented move, the tribal
communities in the area to be flooded by the Chico dams wrote World Bank
president Robert McNamara to halt the flooding of their ancestral domain. As far
as | know, they received no answer. The local people protested on the ground -
meeting with violent reprisals from the authoritarian Marcos government. Still no
answer. And so the local people resorted to a different technique: when the
technical folks arrived, indigenous women bared their breasts in protest to keep
the project from going forward.?

That was more than 25 years ago. Things have clearly changed since then in
terms of formal and informal structures of protest and accountability. There are
now sophisticated global and local civil-society campaigns focused on the Bank.
Local and global networks of non-governmental organizations monitor the Bank
and serve as transmission belts to relay local concerns. Demonstrations against
Bank policy and specific loans occur across the globe and can attract thousands
of people. | have researched and witnessed much of this work in the Philippines,
and then as both an academic and during brief stints as an international
economist in the Treasury Department and the US Congress, and as a participant
in numerous activist meetings.* As | have said, my views are shaped by this
history.

IIl. Taking Stock: What Activists Have Won at the Bank Over 25 Years

There is no global public institution where citizen groups have been more
consistently involved over this past quarter century, and there are thousands of
examples of both inside and outside NGO strategies vis-a-vis the Bank, making
any summary by this author difficult. However, without pretending to be all-
encompassing, | make the following generalizations:

« After a first round of criticisms in the 1970s and early 1980s that focused
on issues of political economy came another round of criticism focused
more on the environment and indigenous peoples. Activism on the Bank
grew steadily over the 1980s and into the 1990s, and it did have some
impacts, although significant and lasting positive impacts on the poor and
the environment are few.

+ The Bank pretty much ignored the earlier, broader critiques, but
responded to the latter by vastly increasing the numbers of
environmentalists on staff, including environmental economist Herman
Daly and ecologist Robert Goodland. Yet Daly and others admit they had
minimal impact on World Bank operations.

* Widespread NGO criticism of adverse impacts of Bank projects on
communities led to the creation of a Bank Inspection Panel but, overall, its
impact has been small.®

« Criticism of the human and environmental impacts of Bank projects led to
new Bank policies on transparency and disclosure, on local consultation



and other “safeguard” policies (e.g. on resettlement, forestry, indigenous
peoples), and to special “independent” review panels on dams and then
on “extractive industries.” NGO research, campaigns and advice were
directed at both those panels. Arguably-thoughtful reports and
recommendations from each of these two reviews in many ways reflected
those NGO views, but were largely rejected and/or remolded by Bank
management and the Bank board.

As to the last ten years of work on the Bank, several NGO commentators have
done an excellent job of summing up the Wolfensohn decade of 1995-2005¢%, so |
offer only the briefest sketch:

e Wolfensohn ushered in his administration with positive rhetoric
articulating a desire to shift the Bank toward a poverty focus. The global
financial crisis years of 1997-1998 created a crisis of legitimacy for
Bank/Fund policies that led Wolfensohn's Bank to retreat on some
contentious policies. World Bank chief economist Joseph Stiglitz was
(temporarily, it turned out) given space to be more critical, particularly of
the “market fundamentalism” of the Fund, and the Structural Adjustment
Participatory Review Initiative (SAPRI) exercise was launched.’

¢ However, overall, the main changes pushed at the Bank have ended up
being largely rhetorical. As a notable example, “structural adjustment”
was stricken from the Bank lexicon and replaced with terms that seem
intended to suggest another reality, from “anti-poverty loans” to
“development-policy support.”® Yet, in terms of the basic macroeconomic
policies pursued by the Bank, the key components of the neo-liberal
Washington Consensus remained unquestioned.® Moreover, the
percentage of policy-conditioned loans (which the Bank wrongly claims to
have either no environmental impact or a positive one) remains high. This
said, there were gains by NGOs over this period, including increased
transparency and disclosure and new “safeguard” policies on the
environmental and social impacts of Bank loans.

¢ Since the early-2000s, especially after 9/11, there has been some
backsliding by the Bank in terms of such reforms. In particular, it has
moved to eliminate or lessen environmental and social safeguards on
loans to medium income countries like Mexico, arguing that these create
“unnecessary obstacles” to funding countries which already have
adequate protections and legislation in place.!® And, it is shifting
somewhat from its loans that it claimed (often falsely) were aimed at
poverty reduction back into large infrastructure loans reminiscent of those
that generated so much of the NGO criticism in the 1980s, terming these
“high risk, high reward.”!* For the poorest countries, the Bank has a new
scorecard that has become a hew mechanism for imposing Washington
Consensus-type policies.!?

IV. Current NGO Proposals and Initiatives
There are a number of thoughtful current and proposed initiatives and campaigns

on the World Bank, many of which are summarized in the report of the Third
World Network-hosted global strategy session on the Bank and Fund in January



2004.** Again, | am forced to summarize here and can in no way cover all the
work and proposals.

For much of the 1990s, there was much debate over whether the Bank and its
regional counterparts should be reformed or dismantled. Now, in the mid-2000s,
there is a growing sense that much of the effort to engage the Bank and
encourage reform has largely failed and, therefore, that the Bank should be
“shrunk,” and accordingly that Bank advocacy should be under a common
umbrella of limiting the space for the Bank’s operations. So, for example, there
are campaigns to get the World Bank out of fossil fuels, campaigns to end its
policy-based lending, and work to provide encouragement and support to
countries (like Malaysia) to avoid Bank (and Fund) advice at all. Even on urgent
problems like the HIV-AIDS pandemic, the World Health Organization is taking the
lead and can better direct the resources that the Bank devotes to the issue. This
growing “shrink” consensus is positive, and it should allow NGOs in our
movement to get beyond the internally-destructive debate between “reform” and
elimination. Hence, it is almost a moot point whether we are advocating for a
fundamentally reformed World Bank or a new entity; the end result would be the
same.

In addition, there is a great deal of work to move beyond tinkering and transform
the “governance” structure of the Bank by, for example, making it accountable
to elected representatives of the public in different countries, if not to the
supposed beneficiaries themselves.'* Under this rubric, there is work to afford
rights to “whistleblowers” within the Bank who wish to report misdeeds.*> There
are also related proposals to establish external mechanisms and processes of
accountability,'® many attempting to use human rights-based criteria to place
external checks on the Bank. At the Penang meeting, many stressed the
importance of this work.

Similarly, there is important work to stop Bank initiatives that de-facto assist
corporate expansion in developing countries. Of note here is work critiquing the
Bank’s shift from advocating privatization to what many activists see as the
equally-damaging framework of “public-private partnerships” (i.e. public sector
ventures with large private corporations) in sectors like water.?’

V. Some New Directions

The following suggestions are based on my reading of this more than 25 years of
work and of my sense of “consensus” among Bank “watchers” and critics at this
moment in time. It is not the job of one person or organization to suggest the one
way forward on World Bank work. Rather, the suggestions are meant to provoke
lively discussion and to supplement the excellent work already going on (some of
which is mentioned above).

The first two suggestions build on current campaigns but aim our sights on not
what is wrong with the Bank but on envisioning what we really want and need in
terms of global institutions that meet our strategic goals. In other words, it is
time to focus on the bridge between our decades-long criticism of the current
global institutions (which has time and again proven correct) and our more
recent, vibrant work on global alternatives.



1. We need to advance the discussion over whether there is any role for
a global public institution that does long-term, low-interest loans and/or
grants.

The key question in figuring out the overall strategic framework for NGO
advocacy on the World Bank is whether, 60 years after the creation of the World
Bank, there is a role for a global public institution that makes long-term, low-
interest loans and/or grants. From my knowledge of NGO discussions, there has
been very little in-depth discussion of this question.

Related to this, there was some discussion in the extractive industry battle about
whether (if we could get the World Bank to stop lending massive amounts to oil,
gas, and coal projects) we would want some global public body to provide long-
term loans (or grants) for clean energy or energy efficiency. Such public
subsidies for clean energy could help drive down the price of clean energy and
give it the cost-advantage it deserves vis-a-vis fossil fuels. Some have proposed
a new global institution with this mandate, but with a different governance
structure from the World Bank.*® But, we need to expand the discussions on
other aspects of long-term lending so we can know what positive global
structure(s) - if any - we want.

Agriculture? We know we oppose World Bank lending for big agribusiness
enterprises, but is there a role for global finance for other modes of agriculture or
for transforming agriculture into a sustainable, locally-driven alternative? | would
hypothesize probably not, precisely because most of our alternatives in
agriculture are local,*® but it is worth a discussion as there are still “costs” here.
How about for roads, electrical grids, and other infrastructure? Again, probably
not, since we want most of those decisions to be local and national, and a global
institution would likely distort this dynamic. But, still, let us have a discussion,
keeping in mind that most Southern governments are enamored with long-term,
low-interest loans of any kind and therefore it is hard to engage them in this
“shrink” discussion without some clear alternative or very explicit argument of
why no alternative is necessary. (More on engaging local governments, below.)

We may be for some sort of much smaller global institution that does public
lending for specific purposes. If so, we need to spell it out, and, in the end, we
might even want these purposes fulfilled by even smaller regional institutions
that would reduce U.S. power.?° And if so, we would want it (or them) to have
much more democratic and open governance structures. We would want it/them
to be accountable not to treasury and finance departments of governments, but
to elected officials or others (with relevant expertise and mandate), chosen by
the public for this purpose. But, it will take some discussion to spell out a
consensus on what such institution(s) might look like and what it/they would do.

2. We need a discussion on whether there is a role for a global
institution that offers policy advice.

NGOs in our movements are united against the Washington Consensus policies
the Bank has pushed, even in their various new and improved rhetorical
packages of the Wolfensohn years. But do we think that global public institutions
can offer policy advice that is useful? Here | am also hesitant. We know that we
do not believe in “one-size fits all” cookie cutter models and therefore want to



stop non-project loans that carry Washington Consensus conditions. | suspect
that some in our movements would be fine with a more democratic and open
entity offering a menu of policy options to respond to different problems. But, to
repeat, the advice must be offered as a menu and as suggestions only. Some
may see a role for the UNDP in this sphere, if it were to follow its Human
Development Report rights-based approach here.

The next two suggestions focus on new campaigns to target certain parts of the
Bank for immediate elimination. | see these as potential “high reward, low risk”
campaigns under the umbrella of a “shrink” strategy.

3. We should advocate dismantling the Bank’s research department.?

Most observers, NGOs, and even government members know little about this part
of the Bank which is outside of operations and falls under the chief economist.
But, as the Bank’s role evolves, it is critical that we focus on more than the
operations side of the Bank. Indeed, | would argue that the Bank’s “paradigm
maintenance” role??, through its research is at least equally important to that of
its actual lending.?® Further, the Bank’s research serves the role of justifying the
Bank’s lending.

A 2003 internal document detailing the research department’s mission, output,
and outcomes makes its ideological bias clear. One would expect a research
division to define a successful “outcome” of its work to be something along the
lines of advancing rigorous research to answer some particular set of
development-related questions. Instead, this document seeks to justify a
requested research budget through the shocking statement that the top “final
outcomes” for Bank trade-related research during FY04-06 will be as follows:
“Developing countries are fully integrated into the global trading system; WTO
rules are seen to support development by stakeholders.”?* In other words, the
research department begins its work by not only taking the answer to the
question of the relationship between trade and development as given, but also
seeing its research in service of a given structure of trade.

Yet, surely, researchers in an institution dedicated to reducing poverty should
have a responsibility to the poor and marginalized, not to the ideology of the
institution that employs them. Just as we would oppose a pharmaceutical
company doing research on the health effects of its own medicine, it is
impossible for the World Bank to do objective research on development. Today,
when researchers are honest about the negative impacts of World Bank policies,
their work is either subverted or ignored in World Bank operations. Indeed, the
research department is a de facto propaganda arm of the Bank that
masquerades as a center for vibrant and highest quality academic research; it is
anything but. To repeat, it should be eliminated.

Wolfensohn had pretensions of moving in the other direction and expanding this
role by turning the Bank (both operations and research) into a “Knowledge
Bank,” a centralized and dominating place for development information and
expertise. The irony here is that the Knowledge Bank initiative seeks to give the
World Bank near-monopoly control to define and disseminate “development
knowledge” - while it pushed free-market policies elsewhere. The Bank has
shown itself particularly incapable of doing rigorous research and of relaying



alternative views of “knowledge.” It is the wrong place for such an enterprise; its
Knowledge Bank initiatives should be de-funded.?®

The Bank’s Chief Economist oversees both research and data collection. Some
may argue that we should move to vastly scale back rather than eliminate the
Chief Economist’s terrain by eliminating research but continuing the data
collection. Perhaps there is a role for a global public development institution to
do data collection, but why the World Bank? Why not locate this somewhere else
in @ more democratic and open structure -- perhaps in the U.N., perhaps in the
UNDP, or, better yet, in UN regional offices. Let us help bring back the days
when, for example, the UN Economic Commission for Latin America was looked
at for its regional expertise. Moreover, some civil society groups, such as Social
Watch, provide excellent data on a wide range of countries and measurements.
We should look to groups such as Social Watch, with its international
coordinating committee, to clarify what kind of data collection is best done on
which level and for suggestions on how, in this new set-up, best to link
collaboratively national, regional, and global sources of data. %¢

The flagship publication of the World Bank, the World Development Report, which
also is under the Chief Economist, should also be eliminated. It is costly, is
typically overseen by an outside consultant, and actually tells us very little aside
from what the World Bank wants outsiders to think that it does. Its role is mostly
public relations.

4. We should advocate for the elimination of the External Relations
department, which is little more than a glorified public relations
department.

The External Relations department projects the research work of the Bank that
attempts to justify the “market fundamentalist” approach of the Bank, while it
underplays any research that raises questions about the Washington Consensus
policies. External Relations also strives to be a filter for communication between
the external world and other parts of the Bank. External Relations’ budget has
increased over the years. It too should be eliminated. An institution that truly
serves the poor and marginalizes should not need a de-facto public-relations
firm.

In sum, in terms of the above four proposals, the vast majority of the Bank’s
project loans are either ecologically or socially damaging, or increase
inequalities, and its policy-based lending, research, and public relations should
be ended. Hence, in effect, | am advocating a much smaller and more
democratic and transparent global lending institution that restricts itself to a
small number of activities where global reach is helpful, such as clean energy
loans. Clearly its staff would not be conventional economists, but would be
experts on clean energy and other areas where lending is deemed useful and
with intimate knowledge of the multi-disciplinary development process. This
entity might also play a role in coordination of reconstruction funds in global
catastrophes, such as the December 2004 tsunami, but even then it would
largely serve as a transmission belt of global funds to national and local entities.
With a far smaller global bank, governments would be encouraged to refocus
more public monies on national and local public entities that help to subsidize



education, health care, and other social programs, as well as on private micro-
credit institutions at the local and national level.

V1. The Political Moment

Let me end by focusing on two important issues to grapple with vis-a-vis the
current political moment.

1. The new World Bank president is almost certain to be very different
from Wolfensohn.

The Bush administration has internal conflicts over the World Bank that reflect
the larger conflict within conservative circles over the Bank that surfaced with
the late 1990s deliberations of the so-called Meltzer Commission.?’ Prior to the
Bush administration coming to power in 2000, most U.S. conservatives supported
the Bank and its market-oriented policies, and Republican administrations were
good to the Bank (even those like Reagan who initially termed the Bank a
“socialist” institution). However, another strain of conservatism, one that came
to dominate the Meltzer Commission, has been far more consistently critical of
the Bank, seeing it as a large, unaccountable public institution that should be
significantly scaled-back to give grants to the poorest of poor countries while
letting the private sector lead the “development enterprise” and invest in most
other developing countries.

Given that a second George W. Bush administration is moving to the right, this
view may be even more dominant. Among the leading candidates mentioned for
the Bank presidency after Wolfensohn, there has been only one name of the old-
fashioned pro-Bank wing -- Colin Powell, who claims to have taken his hame out
of the running. Other lead candidates, Treasury Department official John Taylor
and former US Trade Representative Carla Hills, are more classic private-sector
free-marketers, who may have a Meltzer-esque “neoliberal shrink” agenda. This
will pose difficult political challenges for NGOs that also have a “shrink” agenda,
but vastly different both tactically and strategically. Our movements need to be
prepared to criticize heavily the Wolfensohn neoliberal agenda as well as the
neoliberal-shrink agenda - with specific tactics becoming clearer once a new
president is named.

2. We need to engage the new governments such as those in Brazil,
Argentina, Uruguay, Bolivia and Venezuela in this advocacy.

The Third World Network and others have emphasized that one way to reduce
the power of the international financial institutions overall is to work with
governments to disengage from these institutions. The above-mentioned
governments, along with India, have been, at times recently, bold in WTO and
other trade discussions but largely silent on the Bank and Fund.?® Let us engage
these governments more. As noted above, these key borrowers tend to
approach the World Bank with an eye towards getting as much easy credit as
possible. Engaging them is difficult work, but there are openings.

The World Bank presidential succession is one such opening. We should use this
short-term historical moment tactically to criticize 60 years of Bank presidents



and to push for an alternative “model:” the World Bank should be led by
someone who has lived and really knows the issues of the poor and marginalized,
preferably from a poor country.

In general, in terms of our overall strategic goal, we need to emphasize more
graphically and empirically the adverse impacts of the Bank’s macro-economic
policy pressure and its role in “paradigm maintenance.” Such borrower
governments need to see more clearly that the World Bank is not simply an
institution that provides easy, cheap credit. We need to stress the “cross-
conditionality” and the cross interests that bind the World Bank to the WTO and
IMF. We need to expose how the World Bank is expanding its neo-liberal trade
work and role.?®

Concluding Remarks

It is a propitious historical moment for this work. And we should approach it with
energy and optimism. Much has been exposed during the last 25 years. The
World Bank is a different institution than it was. That does not mean our work is
over. But it does mean that we need to view this work as doable. The Bank was
created by individuals - Dean Acheson, Harry Dexter White, John Maynard
Keynes - at a particular moment in history to do a particular task. We are at
another moment in history; we need a different institution or set of institutions.
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