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Switzerland joined the World Bank and the International Monetary Fund – 
the so-called Bretton Woods Institutions – in 1992 when voters approved 
accession with 56 percent of the vote. This decision, which came ten years 
before Switzerland joined the United Nations, represented a clear com-
mitment to multilateralism. To mark the 25th anniversary, World Bank 
 president Jim Yong Kim will visit us in Bern on August 23. We want to take 
this opportunity to take stock of our successful cooperation and strengthen 
the dialogue between Switzerland and the World Bank. 

Switzerland was aware even back then that 
 global issues call for stronger international 
 cooperation. That has not changed since. I am 
convinced that eff ective multilateralism and a 
joint approach are now more important than 
ever to tackle global challenges such as fi nancial 
 crises, climate change, refugee crises, and pan-
demics. In this context, the IMF and the World 
Bank Group both play a crucial part. As a mem-
ber, Switzerland can substantially contribute to 
solving transnational problems together with 
the other 188 member countries, while at the 
same time representing our national interests 

and addressing our concerns in these global institutions. 

Being a member of the IMF and the World Bank Group and having a seat 
in the governing bodies of both institutions has reinforced Switzerland’s 
 international position and given us the right to participate in the deci-
sion-making process in the organizations. We have become more visible 
on the international stage and are recognized as a committed and active 
 member. This is a role we would like to continue to play in the future.

As Governor of the World Bank Group for Switzerland, I invite you to look 
back at 25 years of membership and, in particular, to ta ke a look at the 
 future role of the World Bank and Switzerland in international cooperation. 

Dear readers

We wish you an interesting and informative reading.

Kind regards

Johann N. Schneider-Ammann
Federal Councillor

the dialogue between Switzerland and the World Bank. 
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Switzerland’s engagement with 
the World Bank

The World Bank and the International Monetary Fund 
(IMF) were founded in 1944 in Brett on Woods, New Hamp-
shire USA. Together they are known as the Brett on Woods 
Institutions. 

Aft er World War II it was their task to advance reconstruc-
tion in Europe and to create stable currencies. Over time 
the World Bank’s activities were expanded to include de-
veloping countries and emerging markets. Today, the or-
ganization consists of fi ve sub-organizations, which to-
gether make up the World Bank Group (see fi gure 1). 

The World Bank Group and the IMF are specialized agen-
cies of the United Nations and have 189 member states. 
The headquarters are in Washington, D.C. 
The World Bank Group’s main objective is to combat pov-
erty and inequality worldwide.  Its mandate is to reduce 
extreme poverty to three percent by 2030 and increase 
the incomes of the poorest forty percent of people in 
every country. The World Bank Group supports develop-
ing countries in virtually every sector by providing loans 

 $ 11,4 

Billion

Latin America and 
the Caribbean

Philipp Orga
Program Manager, Multilateral 
Cooperation, State Secretariat for 
Economic Aff airs SECO

The World Bank and the International Monetary Fund 
(IMF) were founded in 1944 in Brett on Woods, New Hamp-
shire USA. Together they are known as the Brett on Woods 
Institutions. 

Figure 1: The World Bank Group today
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on favorable terms and technical support. With its annual 
commitments of roughly USD 60 billion, the Bank Group is 
one of the world’s most important contributors to achiev-
ing the international development goals (see fi gure 2). 

The World Bank Group is one of the most important ac-
tors in international development cooperation. Since its 
foundation, it has evolved from being a fi nancial institu-
tion to a knowledge organization. Its relevance today is no 
longer based solely on fi nancial support, but also on the 
provision of technical assistance and capacity building in 
developing countries.

 The main policy and decision-making body of the World 
Bank Group is the Board of Governors, which meets twice 
a year and decides on the strategic orientation of the or-
ganization. Switzerland is represented by the head of the 
Federal Department of Economic Aff airs, Education and 
Research, Mr. Johann N. Schneider-Ammann. The Board of 
Directors, which consists of President Jim Yong Kim and 
25 Executive Directors, is responsible for the day-to-day 

Figure 2: World Bank commitments per region

business, such as lending decisions, fi nancial matt ers, and 
projects. The largest shareholders—currently the USA, 
Japan, China, Germany, the United Kingdom and France—
appoint their own executive director. The other execu-
tive directors represent the remaining member countries, 
which are grouped into constituencies. 

Switzerland has been a member of the World Bank Group 
since 1992. With a contribution of roughly USD 700 mil-
lion, Switzerland is the ninth-largest donor to IDA, the 
fund for the poorest countries, and thus an important 
partner of the World Bank Group. Through co-fi nancing 
Switzerland also supports selected development projects 
of the organization. Its infl uential role within the World 
Bank Group is also refl ected through its role as chair of 
one of the 25 constituencies, representing eight other 
members: Azerbaijan, Kazakhstan, the Kyrgyz Republic, 
Poland, Serbia, Tajikistan, Turkmenistan, and Uzbekistan. 
Being part of the governing bodies off ers Switzerland a 
high degree of visibility and allows it to actively shape the 
course of the World Bank Group.
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25 Years of Swiss World Bank  
Partnership: A Quest for Relevance  
in a Multipolar World

Abstract: The deep economic and social transformations over the last twenty-five 
years have created a new world of opportunities, challenges and risks that require the 
World Bank Group (WBG) to reconsider its role within the international development 
architecture. Despite its relatively modest shareholding, the Swiss-led constituency 
has made important contributions in shaping the Bank’s strategic, operational and 
institutional policies. As a mid-sized open economy, Switzerland will benefit from a 
strong multilateral development system in which the WBG plays a central role. 

The World Bank is confronted with new challenges due to globalization and its profound 
economic and social transformations. The organization needs to adapt to the changing  
conditions if it wants to remain effective and maintain its global importance.

W ith about USD 644 billion in assets 
and USD 64 billion in overall commit-

ments in 2016, the World Bank Group (WBG) 
is a mid-sized player in today’s global financial 
sector. This is in sharp contrast with the qua-
si-monopoly the Bank held in many develop-
ing countries in the post-world war II period. 
The liberalization of global capital markets in 
the 1970s significantly increased the availa-
bility of alternative, mainly private funding 
sources for development and thus eroded the 
WBG’s relative standing in the internation-
al financial architecture. This erosion reflects 
the decreasing importance of official devel-
opment assistance as a share of total capital 
flows to developing economies. 

But focusing solely on the financial aspects 
of the WBG’s activity misses a key aspect of its 
role and relevance in today’s world. Globaliza-
tion has fundamentally altered patterns of po-
litical, economic and social interaction. Policy 
issues that have long been considered a matter 
of national sovereignty increasingly depend on 
factors outside national control. Many of these 
issues require global solutions that are not only 
too costly but also too complex to be provided 
by any individual country alone. The relevance 
of the WBG must be appreciated in the context 
of this global interdependence.

The changes at the  
World Bank Group
The WBG has come a long way over the past 
25 years. It has helped the international com-

munity to better understand the nature and 
complexity of new and emerging develop-
ment issues. 

Since the 1980s the Bank has continuously 
moved away from a brick-and-mortar devel-
opment philosophy to adopt a more holistic 
approach based on policy reforms and incre-
mental institution-building at the global, re-
gional and local level. At first, this approach 
included a relatively narrow set of growth 
policies inspired by the Washington Consen-
sus. It was gradually broadened to address is-
sues related to extreme poverty, inequality 
and environmental sustainability. 

This evolution was the outcome of an ec-
lectic learning process in which a variety of 
factors played a role, including the growing 
skepticism about structural adjustment pro-
grams and trickle-down economics, the pub-
lic controversies around poorly managed in-
frastructure projects and the need to in-
corporate emerging lessons on sustainable 
development. Poverty alleviation was in-
creasingly seen as a multidimensional chal-
lenge requiring the Bank to pay special at-
tention to social and human factors driving 
behavioral change, such as education, em-
powerment and ownership, governance and 
gender equity. These efforts were accom-
panied by progressive strengthening of the 
Bank’s social and environmental standards.

The implementation of a holistic devel-
opment approach was neither linear nor 
straightforward. It required the WBG to grow 
and build significant expertise and manpow-

er in specific technical and social areas. It also 
involved soul searching, trials and errors, and 
several internal restructurings. These efforts 
culminated in 2013 with the formulation of an 
overarching mandate for the WBG to work to-
wards eliminating extreme poverty by 2030 
and promoting shared prosperity in a sustain-
able manner. At present, the strategic For-
ward Look approved in 2016 ensures that the 
WBG’s mandate is in line with the Sustaina-
ble Development Goals and the Paris Climate 
Partnership Agreement defined in 2015. 

The World Bank’s Value Added

There continues to be criticism about the 
impact the WBG purports to have on pov-
erty and shared prosperity and the efficien-
cy with which it attempts to achieve these 
goals. What is undisputed, however, is that 
the WBG has become a global center of de-
velopment expertise, providing exceptional 
value for money to its shareholders. Bilateral 
aid agencies like SECO and SDC, for instance, 
have significant policy influence by combin-
ing limited funding with global initiatives led 
by the WBG in areas that are central to the 
Swiss development policy, like public finan-
cial management, private sector develop-
ment, primary education, conflict prevention 
or climate change. This influence comes both 
through deals that link Bank finance to poli-
cy reform and through the Bank’s soft power.

Indeed, the WBG has been very success-
ful in leveraging its thinly capitalized balance 
sheets. Since inception, shareholders have 
provided a total of USD 18 billion of paid-in 
capital to IBRD and IFC. This has yielded USD 
900 billion of financing for development. The 
WBG’s financial role is leveraged through a 
variety of mechanisms. According to most in-
dependent assessments, the WBG is consid-
ered a major source of development research. 
For example, the Bank’s Doing Business re-
port, which provides objective and interna-
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Every country benefits from Global Public Goods 
such as health care: a nurse at a health station 
in Benin. 

tionally comparable measures of business 
regulations, has motivated many countries 
to improve their regulatory environment for 
business. The WBG is a trusted and account-
able development partner, as evidenced by 
the strong demand for its financial assistance 
and technical expertise. It also consistently 
features as one of the most effective pro-
viders of development assistance globally on 
key measures of cost efficiency, project out-
comes, and policy influence.

The World Bank Group’s future 
relevance
Going forward, the global relevance of the 
WBG will depend on its capacity to provide 
intellectual and operational responses to the 
most intractable development issues faced 
by its clients. In doing so, it will have to ad-
dress six challenges. 

First, the WBG’s must set clear priorities. 
The WBG’s focus is threatened by the multi-
plicity of fast-changing and sometimes con-
flicting developmental priorities identified 
within and outside the Bank. While new de-
velopment priorities are often worthy of sup-
port, the Bank must be selective if it wants 
to preserve the quality and effectiveness of 
its work. Switzerland has always advocated 
for discernment and division of responsibil-
ities among bilateral and multilateral devel-
opment actors according to their respective 
comparative advantages. The WBG and its 
shareholders need to regain a measure of re-
straint in their selection of development pri-
orities, even if doing so requires resisting the 
wishes of powerful shareholders. 

Second, the expansion of the private sec-
tor in developing countries offers new oppor-
tunities for economic growth and develop-
ment. The strong performance over the last 
25 years of the International Finance Corpo-
ration (IFC) and the Multilateral Investment 
Guarantee Agency (MIGA), the two private 

sector arms of the WBG, has substantially im-
proved the Bank’s capacity to promote devel-
opment with and through the private sector. 
Yet the WBG has still to achieve the optimal 
integration of public and private thinking in 
a single approach to development challeng-
es. The recently launched Cascade approach 
and the Private Sector Window of the Inter-
national Development Association (IDA), the 
WBG’s fund for the poorest countries, are 
moving the WBG in that direction. They in-
crease the Bank’s capacity to scale up private 
sector mobilization and create new markets 
by fostering a business friendly environment, 
also in the least developed and fragile coun-
tries. Switzerland, as one of the largest finan-
cial contributors to IFC’s advisory and analyt-
ical services and one of IDA’s top ten donors, 
has been a strong supporter of these efforts.

Third, regional and global linkages must 
be included in consistent approaches. Glob-
al challenges such as international econom-
ic crises, climate change, migration, fragili-
ty and humanitarian catastrophes threaten 
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long-term economic growth and exacerbate 
the vulnerabilities of people in develop-
ing and developed countries, particularly 
the poor. The WBG understands the scope 
and nature of these global challenges. It has 
shown how the promotion of global pub-
lic goods can reduce poverty and inequali-
ty. It has systematically advocated for global 
policy reforms in the interest of all its mem-
bers. The WBG’s recently updated Country 
Engagement Model, which includes an inde-
pendent Systematic Country Diagnostic and 
a Country Partnership Framework elaborated 
jointly with country authorities, increasing-
ly accounts for the centrality of regional and 
global development issues. 

The global nature of many of today’s de-
velopment issues requires the Bank to con-
tinue to assist clients across all income levels. 
Upper middle-income countries in particu-
lar play a central role in the pursuit of global 
public goods. Given their share in the global 
demography and in the world economy they 
defi ne to a large extent the size and the com-
plexity of global challenges. They are home to 
a large share of the world’s poor. Their agree-
ment and their active involvement are in-
dispensable to promote relevant solutions 
to any global issue. Their role is also essen-
tial for the promotion of high social and en-
vironmental standards, whether applied at 
home or abroad through commercial or gov-
ernment programs. This is also true for the 
upper middle-income countries in the Swiss 
constituency, which still fi nd themselves on 
the path of political and economic transition 
and benefi t directly from the WBG’s techni-
cal expertise. Switzerland thus persistently 
advocates for a WBG that is relevant to all its 
members and not only to the poorest among 
them.

Fourth, about two billion people live in 
countries aff ected by fragility and confl ict. 
Institutional weaknesses, political tensions 
and violence condemn those people to mis-
ery and represent potential sources of pro-
tracted insecurity for the world at large. The 

peace and stability mandate of the Unit-
ed Nations (UN) cannot be fulfi lled with-
out a strong engagement of the develop-
ment banks. Displacement of populations 
requires long-term development solutions. 
Partly thanks to Swiss fi nancial and techni-
cal assistance, the WBG has progressively ac-
quired knowledge and experience in this area. 
It is now in a bett er position to work in co-
ordination with UN agencies to help stabilize 
fragile situations and initiate reconstruction 
and development with the active involve-
ment of civil society. The record USD 75 bil-
lion IDA18 replenishment in December 2016 
and the doubling of resources to address fra-
gility, confl ict and violence – more than USD 
14 billion – will add to the global relevance of 
the WBG in this domain. 

Fift h, the WBG needs adequate and pre-
dictable fi nancial resources to assist its cli-
ents and protect the development gains 
achieved over the past decades. While the 
fi nancial needs of low-income and fragile 
countries have been secured with the intro-
duction of a new, integrated fi nancing mod-
el allowing IDA to turn to capital markets to 
fund an increase in grants and loans to the 
poorest countries, the International Bank 
for Reconstruction and Development (IBRD) 
and the IFC have reached the limits of their 
fi nancial capacity. Capital increases are criti-
cal to provide the WBG with suffi  cient lever-
age and credibility in the policy dialogue with 
country authorities. While other institutions 
can potentially step in and play a similar role, 
the Bank has considerable organizational and 
reputational capital as well as a remarkable 
track record of policy infl uence. 

Sixth, the existing governance structure 
does not ensure the requisite legitimacy and 
means for the WBG to fulfi ll its development 
mandate. Indeed, the West lacks the deter-
mination and the fi nancial resources needed 
to maintain its historical preeminence while 
emerging countries will consider an expand-
ed fi nancial engagement only in exchange 
for an increased infl uence within the Bank. 

 Ivan Pavletic 
Dr sc., Senior Advisor to the Executive 
Director at the World Bank, 
Washington D.C.

 Jörg Frieden 
Dr. rer. pol., former Swiss Executive 
Director at the World Bank (2001 to 2016), 
currently Swiss Ambassador to Nepal

The continued relevance of the WBG thus re-
quires political leadership that refl ects the re-
alities of the new multipolar world order. The 
major powers and shareholders, in particular 
the U.S.A. and China, will have to bring their 
ambitions in line with their willingness to 
promote and fi nance multilateral solutions to 
global challenges. First steps have been tak-
en to adapt the WBG’s governance structure 
and ensure that shareholders are represented 
in line with their evolving importance in the 
world economy and with their contributions 
to the WBG’s development mandate. As an 
active member of the Board of Executive Di-
rectors and a strong supporter of IDA, Swit-
zerland will continue to advocate for bett er 
alignment between the governance structure 
and the contributions made by shareholders 
to the development mandate of the WBG.
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Six Options to Strengthen the  
Financial Capacity of  
Multilateral Development Banks1

I n recent years, heeding the calls of their 
country shareholders, the major multilat-

eral development banks (MDBs) have ramped 
up lending to reach the Sustainable Develop-
ment Goals (SDGs) and make the sustainable 
infrastructure investments essential to keep 
pace with economic growth. 

Like all financial institutions, though, 
MDBs can only lend a certain amount based 
on their capital, and the available “head-
room” is narrowing. The World Bank’s main 
lending window (IBRD) and the major re-
gional MDBs—African Development Bank 
(AfDB), Asian Development Bank (ADB), Eu-
ropean Bank for Reconstruction and Devel-
opment (EBRD) and Inter-American Devel-
opment Bank (IADB)—will start to bump up 
against their capital adequacy limits in the 
near future. This paper evaluates six options 
now under discussion to address MDB capi-
tal adequacy.  

1. Push Ahead with Preparations 
for General Capital Increase
Convincing shareholders to contribute fur-
ther capital to the MDBs remains a top pri-
ority. A general capital increase (GCI) boosts 
resources in the most direct and emphatic 
manner possible, which strengthens the per-
ception of MDBs among the investors they 
depend on for operating resources. Unfor-
tunately, the prospects for a GCI are uncer-
tain at best in the near term, mainly because 
of likely US opposition. 

Regardless of US attitudes, other share-
holders should continue to build consensus 
towards GCIs, as MDBs are extremely effi-
cient at channeling private investor resourc-
es to development projects at a very low cost 
to shareholders. For example, member coun-
tries have invested a total of $15.8 billion in 
the World Bank’s IBRD over the past 70-odd 
years. With that, IBRD has lent at least $658 

billion, plus donated several billion more in 
profits to help the poorest countries. 

2. Reform MDB Capital Adequacy 
Metrics
Another way to boost MDB capacity is to 
loosen rules on how they deploy their capi-
tal—lend more based on the capital they al-
ready have. MDB financial management is un-
justifiably conservative, in light of their super-
lative loan portfolio performance. Loosening 
capital adequacy requirements would open 
up space for hundreds of billions in additional 
loans, without threatening the financial sta-
bility of MDBs. 

The main metric used by MDBs to judge 
how much they can lend is the ratio between 
their shareholder equity and their outstand-
ing loan portfolio – the E/L ratio. Compared 
to private financial institutions—with E/L ra-
tios in the 10%-15% range—MDBs are tre-
mendously well capitalized. Just bringing the 
other MDBs down to the level of IBRD’s 20% 
would open space for an additional $200 bil-
lion in outstanding loans, while bringing all 
MDBs down to 15% – still quite conservative 
– would result in an additional $380 billion. 

Part of the reason behind MDB financial 
conservatism is the overly strict methodolo-
gies used by credit rating agencies, especial-
ly Standard and Poor’s (S&P). To ease fears of 
a downgrade, the Bank for International Set-
tlements (BIS) could undertake a thorough 
evaluation of MDB capital adequacy. The re-
sults of such an evaluation would give share-
holders another reference point beyond MDB 
staff and rating agencies, and could influ-
ence rating agencies to revise their method-
ologies.

3. Merge Balance Sheets at the 
World Bank and AfDB
One recent initiative to maximise MDB fi-
nancial capacity has been via ‘mergers’ of 
concessional and non-concessional lending 
windows. Concessional windows are large 
trust funds for the poorest countries, sup-
ported by donations from wealthy countries 

rather than bond issues. Merging them into 
the main MDB lending windows means they 
can use financial leverage via the bond mar-
kets. ADB merged its concessional fund in 
January 2017, tripling its equity to $53 bil-
lion, in effect a massive capital increase at 
no additional cost to shareholders. IADB also 
merged its concessional window, although 
it was much smaller and the merger had less 
impact. 

The World Bank’s IDA has the most finan-
cial potential from a balance sheet merger, 
based on its $154.7 billion in equity. Howev-
er, IDA is legally separate from IBRD, mak-
ing a merger more complicated. As well, IDA 
still serves many large low-income coun-
tries, particularly in Africa. The AfDB’s Afri-
can Development Fund (ADF) is in a similar 
situation to IDA. Nonetheless, World Bank 
and AfDB should pursue a merger, due to 
the tremendous financial potential. One op-
tion is a partial merger, wherein a portion of 
loans from the concessional window is shift-
ed to the non-concessional window, while 
the concessional windows continue oper-
ating to address the needs of the poorest 
countries. 

4. Build Net Income and Eliminate 
Shareholder Allocations
Without a capital increase, the only way to 
grow MDB shareholder equity is by allocating 
annual net income to MDB reserves. MDBs 
should grow reserves further by reducing net 
income allocated each year to special caus-
es and boosting net income through greater 
revenue and budget tightening. 

Shareholders – particularly from non-bor-
rowing countries – allocate substantial 
amounts of net income to fund various caus-
es, rather than paying out of their own gov-
ernment budgets. If those resources had in-
stead been put into reserves, MDB lending 
capacity would be much higher. Sharehold-
er should pay for these programs out of their 
own budgets, and use net income to build 
equity through reserves instead. 

Loan charges could be increased to boost 
net income, particularly for fast-disbursing or 

1  A more detailed version of this paper can be found 
at: https://www.odi.org/publications/10780-
six-proposals-strengthen-finances-multilateral-
development-banks
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longer maturity loans. Administrative cost re-
ductions are also feasible by cutting back on 
research that does not add direct develop-
mental value, and by reducing excessive bu-
reaucracy. For example, the developmen-
tal benefit of maintaining a board of execu-
tive directors to sit in permanent session at 
the World Bank and regional MDBs – costing 
hundreds of millions of dollars annually – is 
questionable at best. 

5. Balance Sheet Optimization

One creative piece of financial engineer-
ing recently piloted at the AfDB, IADB and 
World Bank was to swap portions of their 
outstanding loan portfolio to one another, 
to address the penalty assessed by S&P for 
portfolio concentration. In December 2015, 
the three MDBs exchanged loan exposure 
among themselves in such a way that the to-

tal amount of the exposure was equivalent, 
but it reduced the country concentration at 
the AfDB and IADB. The result boosted S&P’s 
evaluation of capital adequacy for the AfDB 
and IADB, allowing for several billion more 
loan portfolio space in each. However, pros-
pects for further gains are limited for both le-
gal and financial reasons.

Portfolio guarantees are a new idea at 
the MDBs, first piloted by Sweden at ADB in 
2016. Sweden offered a guarantee to cov-
er $155 million in loans on ADB’s portfolio, 
which freed up $500 million in lending space 
on ADB’s balance sheet. The World Bank 
concluded a similar operation at the end of 
2016 covering loans to Iraq, with guaran-
tees from Canada and the UK. Future oper-
ations are likely, but limited donor appetite 
for providing guarantees may act as a ceiling 
to making a meaningful dent in MDB capi-
tal needs. 

6. Make Callable Capital More 
Operationally Useful

Callable capital, a type of guarantee offered 
by shareholders to MDBs, represents a tre-
mendously under-utilised volume of financial 
resources – $247.5 billion at IBRD, and anoth-
er $420 billion at the four regional MDBs. Un-
like most financial guarantees, an MDB cap-
ital call is not triggered automatically under 
defined circumstances, but must be decid-
ed on by shareholders – that is, the ones who 
would have to pay it. Furthermore, the time 
frame and exact process for paying the call 
are unclear. As a result, investors and credit 
rating agencies are wary of giving much cre-
dence to callable capital. 
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In the past years, Development Banks have 
provided many loans for infrastructure projects: 
road construction in Sri Lanka.



SWITZERLAND MEMBER OF THE WORLD BANK

9 Die Volkswirtschaft   8–9 / 2017

Shareholders should clearly spell out the 
procedure under which callable capital can 
be called, making it a more automatic, trans-
parent process to give investors greater se-
curity. Despite the political and fi nancial dif-
fi culties, such a reform is well worth pur-
suing: callable capital could substantially 
strengthen MDB capacity, but is currently 
serving minimal purpose.

Conclusion

The World Bank and major regional MDBs 
have many fl aws, and their internal effi  -
ciency and development impact can be im-
proved. But they remain very powerful tools 
to channel resources and expertise to over-
come market failures leading to low econom-
ic growth and social inequality, which in turn 
cause instability and migration. MDBs are 
also extremely inexpensive due to their pow-
erful fi nancial model relying mainly on bond 
markets to raise funds. Support from mem-
ber shareholders—in the form of capital in-
creases or policy changes to improve MDB 
capital adequacy—is a cost-eff ective way to 
promote economic growth and improved liv-
ing standards around the globe. 

 Christopher Humphrey 
Researcher and guest lecturer for 
Development Economics at the University 
of Zurich and the ETH

Figure 1. Equity-to-Loan Ratios, 2005-2016
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Figure 3. MDB Administrative Costs per US$1 Million Outstanding Portfolio
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Figure 2. Cumulative Net Income Allocations to Shareholder Causes, 2005-2015
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«189 countries working together is  
the embodiment of multilateralism»

The World Bank Group is one of the world’s 
largest sources of funding and knowledge 
for developing countries. How has its role 
changed over the past 25 years?
The World Bank was founded to rebuild 
countries devastated by World War II, and 
over the decades our mission evolved. Today, 
our work touches nearly every sector in the 
fight against poverty – supporting inclusive 
economic growth, investing in people, and 
building resilience against threats like climate 
change, pandemics, and forced displacement 
– to ensure sustainable gains in the quality of 
people’s lives.  

On critical issues like climate change, pan-
demics, and forced migration, we play a lead-
ing role because of our convening power 
with 189 member countries and a wide array 
of partners. We can help address crises while 
building the foundations for longer-term, 
sustainable development.

Nothing reflects the evolution of the 
World Bank Group more than the diversity of 
our staff, which includes economists, social 
scientists, and public policy and sector ex-
perts from 170 countries. More than a third 
of our staff are based in 120 country offices 
around the world. 

In 2015, the global community endorsed the 
2030 Agenda for Sustainable Development. 
How is the World Bank Group contributing 
to this important Agenda? 
For the first time, the world set a deadline 
to end extreme poverty – by 2030. Among 
the 17 SDGs, ending extreme poverty is goal 
number one, and it’s the same for the World 
Bank Group. 

The SDGs are aligned with our twin 
goals of ending extreme poverty by 2030 
and boosting shared prosperity among the 
poorest 40 percent of the population. We’re 
working with client countries to deliver on 
the 2030 agenda through many avenues in-
cluding financial tools, analysis, and advice – 
supporting country-owned policies and pro-
grams to attain the SDGs.

In an environment of declining enthusiasm 
for multilateralism in a number of western 
countries, how will the World Bank Group 
effectively contribute to global public 

goods such as addressing climate change 
and fragility? 
We have 189 member countries working to-
gether to address our toughest challenges, 
which is the embodiment of multilateralism. 
The World Bank Group is now the world’s 
largest funder of climate-related invest-
ments. We’re pioneering a first-of-its-kind 
pandemic insurance facility. We’re working 
with affected countries and partners to help 
end famine conditions – and using every 
tool we have to prevent famine in the future.

We’re continuing our work on the glob-
al displacement crisis by allocating $2 bil-
lion under the International Development 
Association (IDA), our fund for the poor-
est, to support low-income countries that 
are hosting refugees. And for the first time, 
we’re providing concessional financing to 
any middle-income country hosting refu-
gees through our new Global Concessional 
Financing Facility, starting with Jordan and 
Lebanon, who are hosting millions of Syri-
an refugees.

Many emerging economies, which have 
been main drivers of the global economy for 
the past decade, are experiencing lacklus-
ter growth and domestic political and eco-
nomic challenges. How do you assess their 
trajectory moving forward and what are the 
implications for their role in the multilateral 
arena, in particular in the governance of the 
World Bank Group?
Emerging markets have been the fast-
est-growing economies over the past few 
decades. They have also become more in-
tegrated into world-wide trade and finance 
networks, so what happens in those coun-
tries affects the entire global economy.

The global economic recovery we are see-
ing today is fragile and there are a number of 
risks: increased trade protectionism, a high 
degree of uncertainty about economic poli-
cies, the possibility of financial market disrup-
tions, weaker potential long-term growth. All 
of this matters for our mission to end extreme 
poverty and boost shared prosperity, and our 
efforts to crowd in private sector finance in 
developing countries. 

We have 189 member countries – both de-
veloped and developing economies – and we 

value the strong partnership of each of our 
shareholders. Our shareholding needs to re-
flect the global economy and countries’ ef-
forts to support the World Bank Group’s mis-
sion, and our Board of Governors leads the 
shareholding review process. They are criti-
cally aware of how important it is for the in-
stitution’s governance to keep pace with the 
role that emerging markets play. 

Are new multilateral development banks 
such as the Asian Infrastructure Invest-
ment Bank and the New Development 
Bank, which do not necessarily have pov-
erty reduction as their primary objective, 
at odds with the World Bank Group’s mis-
sion?
Multilateral development banks play a critical 
role in ending extreme poverty and support-
ing sustainable development, particularly by 
addressing the infrastructure gap in develop-
ing countries. Currently, investments by all 
MDBs combined make up about 5 to 10 per-
cent of overall annual spending in infrastruc-
ture. 

We’ve worked closely with the Asian In-
frastructure Investment Bank since its in-
ception, and we’re currently working togeth-
er across Asia to address huge infrastructure 
needs. Beginning in 2014, we worked with its 
Multilateral Interim Secretariat, supporting 
areas like institutional governance, organi-
zational structure, social and environmental 
safeguards, and procurement procedures.

If MDBs can work together and support 
development that addresses these challeng-
es, we all benefit – especially the poor and 
most vulnerable.

Jim Yong Kim

Jim Yong Kim has been president of the World 
Bank Group since 2012. In July 2017 he started 
a new five-year term. Born in South Korea, he 
grew up in the USA where he studied medi-
cine. Before his career with the World Bank, 
Kim was president of Dartmouth College in 
Hanover and lecturer at the Medical School 
and the School of Public Health in Harvard. He 
was previously advisor for the World Health 
Organisation (WHO) and director of the WHO 
HIV/Aids Division.



SWITZERLAND MEMBER OF THE WORLD BANK

11 Die Volkswirtschaft  8–9 / 2017

Since summer 2016, the World Bank has a 
new Environmental and Social Framework 
(ESF) that expands protections for people 
and the environment in Bank-financed in-
vestment projects. How do you believe the 
new ESF will help the Bank successfully tai-
lor its activities to specific country needs 
and promote country ownership?
The new Environmental and Social Frame-
work (ESF) – expected to go into effect in 
2018 – is one of several key initiatives re-
cently undertaken by the World Bank to im-
prove development outcomes. The updated 

ESF strengthens protections from adverse 
impacts that could arise from Bank-financed 
projects and promotes sustainable develop-
ment. The new framework enhances trans-
parency, non-discrimination, social inclu-
sion, public participation and accountability. 
The ESF also helps build Borrower govern-
ments’ own capacity to manage environ-
mental and social issues.

How would you describe Switzerland’s role 
as a member of your institution since 1992 
and how can Switzerland best support the 
World Bank Group for the next 25 years?
Over the past 25 years, Switzerland has 
significantly helped shape the World Bank 

Group and the broader development agen-
da. We value Switzerland’s constructive 
critical voice, its commitment to efficien-
cy, effectiveness, and quality, and its sup-
port of a strong World Bank Group. 

We are also deeply grateful for Switzer-
land’s financial contributions, especially to 
IDA, which have helped lift millions out of 
poverty. We cooperate closely on a number 
of priority topics, particularly private sector 
development, jobs, water, the environment, 
and climate change – as well as fragility, con-
flict, and violence. In the next 25 years, we 
look forward to continuing our close cooper-
ation with Switzerland.
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World Bank President Jim Yong Kim says the 
World Bank Group is the largest funder of 
climate-related investments.
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OP-ED

In the dispatch, 
the Federal Council 

promised to push 
for socially and eco-
logically sustainable 

adjustment programs.

Directors.
Achieving this ambitious goal depended on 

the concessions of member countries, but it 
came at an ideal moment. Aft er the collapse of 
the Soviet Union, several countries emerged that 
wanted to become members of the IMF and the 
World Bank and could potentially be won over as 
members of a Swiss constituency. Furthermore, 
an IMF voting rights reform was to be fi nalized 
by autumn 1992 and provided leverage in the ne-
gotiations. The goal was fi nally reached thanks 
to the responsible diplomats and fi nance minis-
ter Ott o Stich who tenaciously defended the ac-
cession. It was also helpful that Switzerland was 
dealing with an even more complex foreign af-
fairs issue at the same time: her relationship with 
the European Union. Almost all political passion 
was directed there, so less att ention was paid to 
the Brett on Woods Institutions.

Aid organizations appeased with 
concessions

Development aid organizations and Socialist factions were only 
prepared to support joining the IMF and the World Bank under 
certain conditions. First of all, Switzerland should align her posi-
tion in the Board of Directors with her own development policy. 
Second, it should insist on social and ecological compatibility of 
the structural adjustment programs, as well as stand up for in-
ternational insolvency mechanisms; a voting rights reform that 

would give developing countries more pow-
er; provision of legal assistance in the case 
of capital drain; and full transparency of the 
World Bank’s activities. Finally, Switzerland 
should increase its development aid budget 
to avoid a reduction of the bilateral develop-
ment aid.

In the 1991 federal act and dispatch, the 
Federal Council partly addressed these is-
sues to appease the development organiza-
tions. Article 6 of the Federal Act on Switzer-
land’s participation in IMF and World Bank 

stipulates that Switzerland shall follow the principles and ob-
jectives of Swiss development policy in any issues regarding de-
veloping countries.1 In the dispatch, the Federal Council prom-
ised to push for socially and ecologically sustainable adjustment 
programs. It also aimed to increase the development assistance 
budget to 0.4 percent of GDP  by the end of the 1990s. Lastly, the 
Federal Council wanted to get extra-parliamentary2 advice in de-
velopment policy.

1 Refer to Bundesgesetz über die Mitwirkung der Schweiz an den Institutionen von Bret-
ton Woods vom 4. Oktober 1991 (only in German, French and Italian). (SR 979.1)

2 The aid organisations wanted an expert commission for the IMF and World Bank. Parlia-
ment refused and referred the matt er to the Advisory Committ ee on International Co-
operation.

Aid organizations only supported Switzerland joining the 
International Monetary Fund (IMF) and the World Bank in 
1992 aft er promises were made. Unfortunately, nothing 
much has come of them. With their reluctance for reforms, 
Western IMF and World Bank members are only playing into 
the hands of China.

The public was skeptical aft er the Federal Council’s decision in 
December 1989 to initiate the process of joining the IMF and the 
World Bank. Aft er all, it had only been three years since the gov-
ernment suff ered a crushing defeat in a referendum where 75 
percent of the voters refused to join the United Nations (UN). Mr. 
Christoph Blocher, the leader of the UN-opponents, demanded 
that the Federal Council renounce the plans to join the Brett on 
Woods Institutions. His Action for a Neutral and Independent Swit-
zerland (Auns) even mentioned this resistance 
in its Declaration of Foundation.

Even aid organizations and Third World 
Solidarity groups, who had been in favor of 
joining the UN, were critical. They had fun-
damental issues with the IMF and the World 
Bank, as they were convinced that the re-
quirements for structural adjustments in 
developing countries would do more harm 
than good. On the other hand, Auns want-
ed to avoid Swiss money going abroad and to 
maintain Switzerland’s full sovereignty. 

Ambitious goal 

Switzerland had already been paying contributions to the IMF 
and World Bank and following IMF rules for more than 30 years 
without being a member. Switzerland was following the same 
strategy as it did with the UN, which was not to become a full 
member, for reasons of being neutral and avoiding political con-
frontation, but to off er technical assistance and fi nancial sol-
idarity to ease her isolation – without the right to vote. Auns 
was never bothered by this lack of empowerment, but the Fed-
eral Council refused to accept it any longer. With the accession 
they also aimed for a seat on the IMF and World Bank Board of 

There is little left of 
the promises made

 Peter Niggli 
Journalist, publicist and former director of 
Alliance Sud (1998 to 2015), Zurich
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Criticism from left and right

The Federal Council thus managed to divide the opposition from 
the left. The large aid organizations in the federation Alliance 
Sud were happy – to some extent. Before the parliamentary de-
bate they declared that they would not call for a referendum if 
the alignment with development policy goals was maintained, 
transparency was guaranteed with a special advisory commit-
tee and the budget for development assistance was raised. Parlia-
ment passed the bill almost unchanged. The Swiss German sec-
tion of the Erklärung von Bern and the Aktion Finanzplatz Schweiz 
launched a call for a referendum and collected more than 50,000 
signatures. The support by Auns was not even needed; they had 
also been collecting signatures, but only half-heartedly since they 
were focusing on the campaign against the European Economic 
Area (EEA).

Almost 56 percent of Swiss voters approved joining the Bretton 
Woods Institutions in May 1992. Alliance Sud had recommended 
voting yes, the Swiss Social Democratic Party (SP) and the Con-
federation of Swiss Trade Unions had abstained from making a 
recommendation. ‘Vote no’ recommendations were made by 
those who had called for the referendum, the Green Party, the 
right wing of the SVP, the Automobile Party, the Swiss Democrats 
and the Swiss Union of Crafts and SME. A euphoric Federal Coun-
cil decided on the day after the referendum to apply for full mem-
bership of the EU. However, the wake-up call came in December, 
when a tiny margin of voters and two-thirds of the cantons re-
fused to join the EEA.

Developing countries looking for new avenues

The small concessions given to the development organizations 
soon evaporated. Only the Federal Act and the commitment to 

Swiss development policy goals remained. However, their inter-
pretation is up to the government and Switzerland’s representa-
tives in the IMF and the World Bank. Increasing the development 
assistance budget to 0.4 percent was included in the financial 
plan, but removed due to austerity measures in the 1990s. In 
2016, Switzerland reached a quota of 0.39 percent after deduct-
ing funds earmarked for purposes that were called development 
aid but in fact are not, such as funds for asylum seekers. In oth-
er words, the 0.4percent goal was only reached after parliament 
decided to raise the quota for development aid to 0.5 percent in 
2010.

Development aid organizations see one single, albeit impor-
tant, advantage of having joined. Before, demands to the World 
Bank and the IMF had been meaningless because Switzerland had 
no clout; today, the domestic debate may at least have some im-
pact on its policy.

Other demands from 1992 are still pertinent. There is, for ex-
ample, no international insolvency mechanism. When IMF depu-
ty director Anne Kruger made an attempt and proposed such an 
idea, even though in vain, Switzerland supported her. Since then 
Switzerland has remained passive. The obligations of the bor-
rowing countries were revised and refined, and the World Bank 
was even slightly critical of their own structural adjustment pro-
grams. Voting rights were slightly adjusted in favor of develop-
ing countries without changing the majority of the industrialized 
countries. Many developing countries came to the conclusion 
that it was better to place confidence in their own development 
banks and currency measures. Today there are several develop-
ment banks, among others based on China’s financial capacity. In 
short: the Bretton Woods monopoly is crumbling. 

The Development Committee of the World Bank Group International  
Monetary Fund. Industrialised countries still have the majority of votes.
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I appreciated the 
frank, collegial and 

professional 
cooperation with the 

entire Swiss team.

I soon became a full member of the Washing-
ton team of the Swiss Constituency. We were 
responsible for the huge IBRD and Internation-
al Development Association (IDA) portfolio. We 
also articulated the Constituency’s position on 
new and oft en diffi  cult initiatives such as An-
ti-Money Laundering/Combating the Financing 
of Terrorism (AMLCFT), then in its nascent stag-
es. I also gladly accepted to share the burden of 
representing and speaking on behalf of the Swiss 
chair at the Board of Directors.

Expert commitment

During those years Serbia strengthened its rela-
tions with the World Bank, designed a well-bal-
anced program and prepared a number of inter-
esting projects, addressing the pressing needs 
in the late start of transition to a market econo-
my. Serbia also deepened its relations with oth-
er international fi nancial institutions, as well as 
countries sharing the same or similar challenges 
of transition to a market economy. The success of 

this work benefi ted greatly from daily interactions with the able 
and dedicated professionals in the Washington offi  ce, as well as 
inputs from institutions in Switzerland such as the State Secre-
tariat for Economic Aff airs (SECO) or the Ministries of Economy 
or Finance. I personally greatly appreciated the frank, collegial 
and professional cooperation with the entire Swiss team. They 
demonstrated that a steady and well-paced work eff ort can gen-

erate quality outcomes, sustain good human 
relations and control tensions, without the 
unproductive frenzy. 

My days at the Swiss Chair  were cut 
somewhat short by unfortunate circum-
stances. The assassination of Prime Minis-
ter Zoran Djindjic in 2003 and the ensuing 
change of government changed the scope 
of this position, and I decided to return to 
the operational part of the World Bank in 
June 2003.

Working with colleagues from Switzerland was a rewarding 
professional and human experience. We still maintain good rela-
tions within the Swiss Constituency where I now represent Ser-
bia as the Minister of Finance. Working for the Swiss Constitu-
ency reminds me of the Swiss dish fondue, where diff erent types 
of cheese are melted together. What I observed fi rst hand is the 
best melting pot formula based on the traditional French, Ger-
man, and Italian ingredients enhanced with contributions from 
other cultures, including Serbian. 

Switzerland has had a World Bank Executive Director since 
joining the institution in 1992. The countries of the con-
stituency are involved in the work of the Swiss Executive 
Director’s offi  ce (EDO). Mr. Dusan Vujovic, currently Minis-
ter of Finance of Serbia, worked as an advisor in the Swiss 
EDO from 2001 to 2003. In this article he takes a walk down 
memory lane.

Back in 2001 Serbia re-entered1 the World Bank and was kindly 
off ered to join the Swiss Constituency, the newest Chair at the 
Brett on Woods institutions. It was a great honor to accept the 
invitation by the then Prime Minister Zoran Djindjic and Depu-
ty-Prime Minister Miroljub Labus to represent Serbia as a Senior 
Advisor between 2001 and 2003.

Connecting Serbia on the 
international level
My primary intention during those few years 
was to help Serbia become an eff ective 
member of the World Bank again by resolv-
ing its past due payments through a consol-
idated loan, as well as designing an inter-
im and standard medium term partnership 
framework with the International Bank for 
Reconstruction and Development (IBRD) 
and the International Finance Corporation (IFC). In parallel, I was 
working hard to help Serbia mend its relations with the interna-
tional fi nancial community through negotiations with the Par-
is Club and the London Club. In responding to this challenge, I 
relied fully on the support from Mr. Matt hias Mayer and Mr. Pi-
etro Veglio, the Swiss Executive Directors on the Board during 
those years.

1 The former Socialist Federal Republic of Yugoslavia was excluded in 1993 because of the 
Balkan Wars and open debts.

Constituency with Switzerland 
and Serbia 

 Dusan Vujovic 
Former advisor in the Swiss Executive Director’s 
Offi  ce at the World Bank; Serbian Minister of 
Finance since 2014

OP-ED






