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Executive summary

The Covid-19 health emergency has created a worldwide
economic shock on an unprecedented scale, triggering

a global recession that far exceeds recent crises. Pre-
existing inequalities have been amplified, including gender
inequalities. An estimated 100 million people have been
pushed into extreme poverty in 2020. The downward trend
in global poverty has been reversed for the first time in a
generation, with per capita income losses wiping out the
gains of the previous 10 years in some cases.

In March 2020 the World Bank Group (WBG) launched a
Covid-19 response programme and pledged to provide

US$ 160bn to client countries in the 15 months to June

2021, across its divisions — the International Bank

for Reconstruction and Development (IBRD) and the
International Development Association (IDA) (which work with
governments) and the International Finance Corporation (IFC)
and Multilateral Investment Guarantee Agency (MIGA) (which
work with the private sector). A coordinated response across
its different components aims to mobilise private sector
resources alongside donor funds.

The WBG's Covid-19 response goes considerably further

than supporting countries in dealing with the effects of the
pandemic. The WB sees the crisis as an opportunity to, what
they call, ‘Rebuild Better'. A review of core policy documents
and project reports for the World Bank and the IFC Covid-19
response and beyond indicates that the initial emergency
response has in some cases provided an entry point for a more
expansive scope for structural reforms, including those linked
to a more substantial role for the private sector in development
finance, in line with the Bank's development vision.

The WBG has long been a supporter of privatisation and
public-private partnerships (PPPs), but support for private
finance gained added momentum in the 2010s with the ‘From
Billions to Trillions" agenda and subsequently the Cascade/
Maximising Finance for Development (MFD) approach.

By Kate Bayliss and Maria José Romero

In essence, it was argued that the trillions needed to achieve
the Sustainable Development Goals (SDGs) are beyond the
reach of public funds alone, and so private finance is needed.
Hence rather than financing development projects directly,
public funds should be used to shape developing country
needs for infrastructure and services into profitable business
opportunities, largely for investors from the global north.

An extensive critique has highlighted numerous concerns with
this approach, including the negative long-term fiscal impacts,
high costs, lack of transparency and potential negative impact
on poor households. Private finance, for example through
PPPs, can create additional fiscal risks for governments akin
to debt and can be associated with outflows of funds in the
long term. Attaching the private finance agenda to the Bank's
emergency response risks weakening public finances in the
long-term and deepening structures of global inequality.

The main findings of this review are:

1. The WBG sees its Covid-19 response as firmly linked to
its long-term development vision in which global private
sector finance plays a strong role.

2. For the WBG, contraction in ‘fiscal headroom'’ calls for
increased private sector financing. However, diverting public
resources to attracting private investment risks placing
increased fiscal pressure on government finances, which are
already facing immense strain due to the pandemic.

3. The IFC, with its emphasis on creating markets and
mobilising private finance, has a prominent position at
all stages of the Covid-19 response. The IFC is expected
to account for around one third of the Bank's response,
including in health, suggesting that private markets will be
prioritised over equitable public services.

4. Rather than supporting local private enterprises, some
IFC projects have provided finance to global chains of
hotels, large conglomerates, subsidiaries of international
companies and international private health providers.
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5. Private finance as a source of financing for development
needs to be downgraded, given the overwhelming evidence
of its failure to effectively contribute to sustainable
development. Greater attention is needed to more effective
and sustainable means to expand fiscal space, including
meeting ODA commitments, tackling tax avoidance and
evasion, and an immediate cancellation of debt payments,
linked to a more comprehensive approach to debt crisis
resolution under the auspices of the United Nations.

Policy recommendations

« The MFD/Cascade approach should be completely re-
evaluated. Private finance is not a substitute for public
funds and creates a strain on governments. Scarce
public resources should not be used to convert essential
services into attractive private investments. The
emergency humanitarian response should no longer be
linked to the wider private finance agenda.

« The WBG needs to restore the balance between the
public and private sector in its Covid-19 response, and
beyond, including in its modalities and instruments.
Developing countries are in need of concessional
resources to strengthen their public systems, particularly
health, education and social protection, and to stimulate
economic recovery. This includes, among other things:

— Placing greater emphasis on supporting public
health systems. This is a long-term objective, but
it can begin by ceasing to advise governments to
bring in international private providers, and avoiding
supporting commercial private health facilities that
undermine public system building.

— Reassessing the activities of the IFC in the Covid-19
response, and beyond. Rather than providing finance to
large conglomerates and global investors, more attention
should be focused on fostering local businesses. Rather
than large commercial private banks, public national
development banks may offer cheaper and more
equitable means of disbursing IFC loans.

— Strengthening IFC due diligence procedures, as a
way of combating international tax avoidance, by
demanding public country by country reporting and
public beneficial ownership registration for all its
clients, partners and business relations.

« The WBG needs to work to upscale the Debt Service
Sustainability Initiative (DSSI) to include debt cancellation
by all multilateral development banks (MDBs), including
the WBG, and to work towards restructuring sovereign
debt across all creditors.

» The WBG needs to anchor its activities in inclusive
civil society engagement throughout all phases of the
project cycle so as to ensure a high-degree of citizen
accountability, an area which has been weakened during
the crisis response.

In line with the WBG approach, these changes are long-term
but also need to be incorporated into current activities.
Interventions today need to have a line of sight to future
economic and social structures. The pandemic does offer an
opportunity to rebuild better, but this means rebuilding fairer.
Global social equity needs to be at the heart of the long-term
planin order to reset, reshape, rebuild and recover better.

1. Introduction

The Covid-19 health emergency has created a worldwide
economic shock on an unprecedented scale, triggering a
global recession that far exceeds recent crises. Alongside the
crippling health impacts, the pandemic has had devastating
social and economic effects which have amplified pre-
existing inequalities, including gender inequalities. Developing
countries, already bearing the brunt of the effects of climate
change are witnessing devastating effects from Covid-19.
Women have been disproportionately affected by the
pandemic, facing a higher rate of job losses,' higher exposure
as frontline workers, an increasing burden of unpaid care
work and a dramatic rise in gender-based violence.?

According to the World Bank, “the pandemic has reversed
the downward trend in global poverty for the first time in a
generation and is currently estimated to have pushed over
100 million people into extreme poverty in 2020.”* In many
developing countries the per capita income losses of 2020
reversed 10 years or more of gains, effectively turning “the
2010s into a lost decade”.*

The unequal effects of the pandemic require an ambitious and
coordinated response in terms of scale and policies to reset
the future agenda for an equitable global recovery. According
to the UN Secretary General, speaking in February 2021, “Now
is the time to reset. To reshape. To rebuild. To recover better,
guided by human rights and human dignity for all."”®
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An estimated US$2.5tn is needed to meet immediate
Covid-19 financing needs in emerging markets and
developing economies and current levels are nowhere near
sufficient.® The World Bank Group (WBG) has pledged to
provide US$160bn to its clients over the 15-month period
from April 2020 to June 2021, across its divisions — the
International Bank for Reconstruction and Development
(IBRD) and the International Development Association
(IDA) (which work with governments) and the International
Finance Corporation (IFC) and Multilateral Investment
Guarantee Agency (MIGA) (which work with the private
sector). The aim is for a coordinated response across its
different components to mobilise private sector resources
alongside donor funds. These funds will be drawn from a
range of sources including the IDA19 Replenishment and
resources redeployed from existing Bank projects.’

However, the WBG's Covid-19 response goes considerably
further than supporting countries in dealing with the effects
of the pandemic. The WBG sees the Covid-19 crisis as an
opportunity to ‘Rebuild Better'.® As we learned in June
2020, the policy response is organised along three themes
(relief, restructuring and resilient recovery) and four pillars
(saving lives, protecting the poor and vulnerable, ensuring
sustainable business growth and strengthening policies
and institutions for ‘rebuilding better’). The longer-term
framework for the WBG - published just in late March

2021 - links to its vision for Green, Resilient and Inclusive
Development (GRID).” The initial emergency response has
then provided an entry point for a more expansive scope
for policy influence and structural reforms including those
linked to a more substantial role for the private sector in
development finance.

This paper reviews the WBG's Covid-19 response to March
2021. It builds on an earlier Eurodad/SOAS Briefing Paper
published in October 2020, which focused on the Fast Track
Covid-19 Facility and signalled initial trends for the recovery
phase. It showed how the WBG's initial emergency response
prioritised the private sector over public interests, with
almost 60 per cent of the Facility earmarked to be directed
through the Bank's private sector lending division, the

IFC."% One full year into the Covid-19 pandemic, this briefing
provides an updated review of the crisis response. Although
this does not cover the full range of activities that took place
in the last 12 months, it serves to draw attention to key
issues with the view of contributing to a debate about the role
of the WBG in this precise moment of crisis.

This paper is divided into five main sections. First, it provides
a critical review of the background to the WBG's approach
to private finance for development. Second, it outlines the
core elements of the Bank's response to Covid-19, linking
this to its development vision. Third, it looks in more detail
at some key projects that have been undertaken by the
World Bank (IDA/IBRD) and the IFC as part of the Covid-19
response and highlights some concerns. Fourth, it reviews
a sample of recently released WB Country Partnership
Frameworks, which set out the objectives for WB support
at the country level, and a sample of IFC projects that

are not part of the institution’s response to Covid-19. This
section shows that the Covid-19 response, reviewed in
section three, fits with the wider policy agenda, which is
strongly rooted in the promotion of the private sector. This
approach risks undermining rather than contributing to
equitable development. To address this, this section also
sheds light on alternative ways to enhance fiscal space,
such as aid, domestic resource mobilisation and debt relief.
The final section concludes and provides some policy
recommendations.

2. Background: WBG and private finance

Since the late 1980s, the WBG has been a supporter of
privatisation and a strong advocate of public-private
partnerships (PPPs)."" However, the role for the private
finance has been considerably elevated since the 2015

Third United Nations (UN) Conference on Financing for
Development, resulting in the Addis Ababa Action Agenda
(AAAA). This put the private sector at the heart of the UN's
strategy to finance the Sustainable Development Goals
(SDGs), which include clear commitments on poverty
reduction, health and education, among others. The landmark
IMF-WBG Report ‘From Billions to Trillions: Transforming
Development Finance Post-2015 Financing for Development’
proposed a radical shift in the structure of development
finance.'””? Based on the notion that prospects of achieving the
SDGs are severely hindered by an extensive and profound
‘financing gap’, the WBG shifted the development finance
focus. Rather than using official development assistance
(ODA) to fund development projects, public funds were to be
used to ‘leverage’ private finance.
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The role of private finance gained further prominence in the
Bank's Cascade Approach, subsequently termed ‘Maximising
Finance for Development’ (MFD), launched in 2017. The
essence of this approach is that private finance should be the
default financing option for development projects. If at first
this is not available, then step two is to look for government
and donor interventions that would remedy the situation

and make the project ‘bankable’ (i.e. profitable). These could
include either addressing the policy environment such as
supporting institutional reform, for example with regulation,
or intervening directly to ‘de-risk’ the specific project (such
as with guarantees, and PPPs). Only if these options to

bring in private finance have been exhausted should public
funding be used directly.” The MFD agenda is part of the
implementation of what Professor Daniela Gabor terms the
‘Wall Street Consensus’ which she describes as “an elaborate
effort to reorganize development interventions around
partnerships with global finance”."

Building on this vision for mobilising private finance the WBG
called on other Multilateral Development Banks (MDBs) to
use resources to mobilise private funds,’® and the principles
of such 'blended’ finance have been widely adopted by other
development finance institutions (DFIs)'® and the G20. In
2017 this approach to development finance was specifically
extended to reach low-income countries (LICs) and fragile
and conflict-affected states (FCSs) via the US$2.5bn IDA-
IFC-MIGA Private Sector Window (PSW), approved as part of
IDA18 replenishment. The PSW carved out a new niche for
the IFC with donor resources to reach low-income countries
(LICs). However, implementation has been disappointing
with low levels of disbursement and the approach has
raised concerns regarding transparency.'” Yet the IDA19
replenishment included a renewal of the PSW as part of the
WB's aid activities from 2020 to 2022."®

As a result of this shift in emphasis in development finance
policy, raising funds from the private sector has become a
development policy goal in its own right with DFls reporting
on funds mobilised from the private sector.”” The WBG
divisions have targets for mobilising private capital and

in January 2021 an evaluation by the WB's Independent
Evaluation Group reported that there was considerable scope
for the Bank to scale up the private funds that it was bringing
to LICs: "Private capital flows to Bank Group client countries
are below potential, suggesting an opportunity to mobilize
more, especially among LICs and [lower and middle-income
countries] LMICs” (p.xx).?°

An extensive amount of literature highlights the risks
associated with this approach to development finance.?' For
instance, private and public finances are not substitutes, which
means that the lack of public finance cannot be overcome
with private money as they clearly have different mandates.
Raising private finance can be demanding for governments,
with investors requiring secure returns, which ultimately come
from end users and/or taxpayers. Using international private
finance for development projects ultimately leads to an outflow
of funds and transparency is compromised in the name of
commercial confidentiality. In addition, there are concerns
regarding the prioritisation of investors’ interests over social
and human rights-based objectives, the weak evidence of
developmental benefits, a risk of undermining collective
provision of public services and a sense of vagueness as to the
substance of what is being pursued.??

PPPs, in particular, are found to be high cost, generating
risks for the public sector, lacking transparency, requiring
demanding and costly negotiations, and negatively impacting
on poor households.?® The UK's failed experiment with

PPPs, particularly in the health sector, reveals that they are
often associated with increased costs, large windfall gains
for private companies at public expense, declining service
standards, hollowing out of state capacity and erosion of
democratic accountability. In addition, they can be associated
with tax avoidance through off-shore ownerships.?* Similar
experiences are occurring across several European countries
and the body of evidence of poor outcomes from PPPs is
growing.?® PPPs have also been linked with a weakening of
gender equality and women'’s rights.?

As the Covid-19 pandemic has unfolded, government
finances have come under increasing fiscal strain. While
this might be considered a reason to exercise caution in
committing government funds to private sector projects, the
pandemic seems to have offered an opportunity to intensify
use of the WBG's MFD approach to development finance,
which is discussed further below.
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3. The WBG Covid-19 Vision

3.1 The financial response

The WBG committed US$160bn to its Covid-19 response
between April 2020 and June 2021. Although details of the full
allocation are not yet available, the Bank reports that the IFC is
expected to provide US$47bn in financial support by the end of
June 2021%” and MIGA has redirected its programme to provide
a US$6.5bn fast track facility.?® This suggests that US$104 will
be directed through IBRD/IDA, the public sector arms of the
WBG.?’ This means that approximately one third of the WBG's
Covid-19 response is likely to be channelled through the IFC.

Moreover, from the document that the WB released ahead of
the 2021 Spring Meetings, we learned that the distribution of
WBG commitments between April and December 2020, which
includes Covid-19 and non-Covid-19 commitments, had the
following pattern (See Figure 1).

The Covid-19 response is putting a strain on the WBG's own
resources, in particular resources dedicated to support
low-income countries. The IDA19 replenishment agreed in
2019 for the period 2020-2023 raised US$82bn, an increase
of three per cent from IDA18 in real terms. Of this, US$23bn
is from donor contributions and the remainder from
repayments of outstanding IDA loans, contributions from

the Bank and financing from capital markets. Interestingly,
raising funds in capital markets has recently led to concerns
by representatives of the United States Congress regarding
the financial viability of the IDA.3° However, the Bank is
depleting IDA resources more rapidly than was planned.
Unless more resources can be sourced, IDA funding will fall
from US$35bn in 2021 to US$22.5bn in 2022.3" In October
2020 a call for shareholders to provide an additional US$25bn
in financing for IDA was rejected by the US, the Bank's largest
shareholder.®? But according to a March 2021 report from
Devex, there are plans to bring the 2022 replenishment
forward to 2021.%3

Figure 1: Distribution of World Bank Group Commitments — April-December 2020

$4.8bn

$21.8bn

Total
World Bank Group
Commitments

US $82.9bn

$23.8bn

M IBRD/IDA Covid-19 Crisis Response
IBRD/Urgent Needs*

M IFC
MIGA

*IBRD/IDA Urgent Needs include (e.g. national
disasters and longer-term green, resilient and
inclusive development priorities)

Source: World Bank. ‘From COVID-19 Crisis
Response to Resilient Recovery: Saving Lives and
Livelihoods while Supporting Green, Resilient and
Inclusive Development (GRID), 2021.
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Figure 2: WBG Covid-19 Crisis Response Strategy

RELIEF

Public health emergency

« WBG global emergency health
programme and new Bank projects

« Restructuring existing Bank projects

Social emergency

« Cash andin-kind transfers

« Community-driven development

« Restructuring existing Bank projects
« Guarantees to MFls

Economic emergency
« New Bank projects and programmes

RESTRUCTURING

Restructuring health systems

« WBG global emergency health
program and new Bank projects

« Mobilising private investment to close
health supply gaps

Restoring human capital

« Cash and in-kind transfers

« Community-driven development

« New Bank projects

» Recapitalisation of strategic MFls
through IFC support

Firm restructuring and debt resolution
« New Bank projects

RESILIENT RECOVERY

Pandemic-ready health systems

+ WBG global emergency health
program and new Bank projects

» Long-term IFC financing for private
firms

Building equity and inclusion

« Cash and in-kind transfers

« Community-driven development
« ASAs on labour market policies
« IFC lending to MFls

Green business growth and job creation
« New Bank projects

ENSURE
SUSTAINABLE

« Support for trade and working capital
from IFC

* MIGA instruments

« Financing from PPPs

FOUR PILLARS

BUSINESS
GROWTH AND
JOB CREATION

Maintaining focus on long-term goals

« New Bank projects on fiscal
strengthening and service delivery

« ASAs on debt sustainability and
transparency

« Guarantees for SMEs and MFls

STRENGTHEN
POLICIES,
INSTITUTIONS &

INVESTMENTS
FOR REBUILDING
BETTER

« |IFC support to recapitalise firms
« Long-term financing from IFC

* MIGA instruments

- PPPs

Policy and institutional reforms

« New Bank projects

ASAs on restructuring and to track
progress toward shared development
goals

« IFC and MIGA instruments
. PPPs

Investments to rebuild better

« Full range of Bank Group
instruments, with focus on PPPs and
private sector solutions

« ASAs to track progress toward
shared development goals

Source: World Bank. ‘Saving Lives, Scaling-up Impact and Getting Back on Track’, WBG COVID-19 Crisis Response Approach Paper, 2020.

3.2. The Covid-19 policy framework

In June 2020, the WBG set out its approach to addressing the
pandemic. The Report titled ‘Saving Lives, Scaling-up Impact
and Getting Back on Track’ outlines the Group’'s comprehensive
response to the crisis that operates across three themes: relief,
restructuring and resilient recovery, and four pillars, namely
health emergency, social and economic responses to protect
the poor and vulnerable, policies for business growth and
policies to strengthen institutions for ‘Rebuilding Better’. Figure
2 shows how these themes and pillars intersect and the specific
instruments that are expected to be deployed in each of them.

Furthermore, in late March 2021 the WBG released the paper
entitled 'From COVID-19 Crisis Response to Resilient Recovery
— Saving Lives and Livelihoods while Supporting Green,
Resilient and Inclusive Development (GRID)', which lays out a
broad framework for supporting green, resilient, and inclusive
development in developing countries. According to this paper,
there is a need for “coordinated interventions across three
areas: (1) Investing in all forms of capital, (2) macroeconomic
and structural policies, institutional strengthening and
technological innovation to enable the transition, and (3)
mobilizing capital at scale, especially from the private sector”.

As is clear in Figure 2, the Bank's approach is not simply
to address the needs arising as a result of the pandemic.
Rather, the Covid-19 response is framed in terms of its
broader policy approach outlined in Section 2 and provides
an avenue for promoting far-reaching structural reforms
with substantial emphasis on private finance and PPPs,
particularly in the latter Pillars.

According to this strategy, IFC and MIGA will operate across
multiple pillars, and through all three stages. In particular,

IFC "will complement the work by the World Bank in all

other pillars in terms of supporting client countries to limit
downside risks from the pandemic, while maximising use of
the Cascade to lower the strain on public sector debt.”** For
example, Pillar 1 titled ‘Saving Lives’, which covers the WBG's
emergency health response, includes a role for the IFC under
its US$4bn Global Health Value Chain Platform to “mobilize
private investment in order to close the massive healthcare
supply gaps faced in particular by developing countries”.®
Pillar 4 calls for the “full range of Bank Group instruments with
a focus on PPPs and private sector solutions”.
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As Figure 3 shows, a substantial share of resources has been
directed towards the longer-term stages of the Covid-19
response. The IBRD/IDA US$32.5bn Covid-19 response
funding, disbursed between April and December 2020 and
allocated to Pillar 4, which includes a focus on PPPs and
private sector solutions, is more than double the Covid-19
response funding directed to Pillar 1, ‘Saving Lives'.

Figure 3: Allocation of IBRD/IFC Crisis Response Financing
- April-December 2020 (US$bn)®*

Saving lives

Protecting the poor and vulnerable

M Ensuring sustainable business
growth and jobs

M Strengthening policies, institutions
and investment for rebuilding better

Source: World Bank “From COVID-19 Crisis Response to Resilient
Recovery: Saving Lives and Livelihoods while Supporting Green,
Resilient and Inclusive Development (GRID)" 2021.

In particular, the WBG approach recommends that even
emergency responses should be mindful of the role of private
finance in the longer term as “...keeping a clear line of sight
on supporting the recovery and long-term development goals
can guide interventions in the emergency stage to secure
essential public services such as water, electricity and
sanitation in ways that do not jeopardize the future recovery
(where public-private partnerships will have to play an even
greater role given the likelihood of higher public debt and
debt vulnerabilities in most developing countries).”’

The crisis, therefore, provides an opportunity to deeper
embed the WBG development vision. For example, the

WBG states, “shared prosperity in the COVID-19 context
prioritizes securing the foundations of the economy during
the immediate crisis, restructuring firms and sectors,

and promoting sustainable growth and job creation in the
recovery. Here, selectively scaling up takes on a different
form, particularly in the emergency relief phase, where
incremental approaches are unlikely to have lasting impact....
The WBG can help countries scale up through public-private
joint interventions that can channel resources at larger scale,
leveraging public and private sector resources as well as
Bank and IFC financing and advisory products.”3®

The Bank's longer-term perspective suggests that private
sector finance can be used to plug the gap in public
resources, with fiscal constraints presenting a rationale

for increasing reliance on private sector finance. In order to
‘Rebuild Better’ the Bank calls for ‘Private Sector Solutions’
because “fiscal headroom and debt capacity will be severely
constrained, making it imperative to find and further expand
the use of private sector solutions”.3? The Bank suggests that
“in those countries with limited fiscal space, public-private
partnership schemes to pool and leverage resources, and
mutualize risks, can play a key role.”® The Cascade approach
is expected to be operationalised, particularly in Pillars 3
and 4, as the WBG plans to coordinate its response through
its different divisions.*" In part this is intended to “lower the
strain on public sector debt”.*?

Overall, the WBG aims to work along its different divisions
to provide emergency support to respond to the pandemic
but in a way which fits with the Bank's wider policy
approach. This means there is a strong role for the IFC in
supporting the private sector alongside IDA/IBRD support
for governments to structure economies in line with the
Bank's long-term development vision.
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4. The Covid-19 response in practice

The WBG operates across a number of instruments in its work
with client countries, including providing loans and grants

to middle-income and low-income country governments

to support projects and policies, in particular through
development policy financing (DPF). The WBG also provides
finance, including direct investment guarantees, to the private
sector through the IFC and MIGA. In addition, the IFC provides
advice to companies and governments to support the IFC's
strategy to create markets and mobilise private investments.

This section shows findings from a review of selected World
Bank interventions via IBRD and IDA, and from the 70 IFC
Covid-19 response projects listed as of March 19 2021.
Although this does not cover the full range of activities that
took place in the last 12 months, it draws attention to the key
issues regarding the type of activities and clients to which
WBG resources are being directed, beyond addressing the
health emergency.

Box 1: Extracts from some WB Covid-19 response projects

4.1 Advancing the MFD agenda

The World Bank website provides an Operational Response
Project List.*® Generally these take the form of emergency
support to help countries provide health services and social
protection measures in response to the health crisis, such
as might be expected under Pillar 1 and Pillar 2 in the Bank's
Covid-19 Response Strategy (See Figure 2).

However, some projects are linked to structural reforms around
attracting private finance. Looking in more detail at the 92
Covid-19 projects listed as “Countries benefiting from other
forms of finance/redeploying of existing projects” in March
2021, a number of these indicate that pandemic supportis
used to promote a greater role for private sector financing,

for example through PPPs and the WB's Cascade approach
(examples are included in Box 1). In part, this is because of
weakening government resources. The influence on structural
reforms is mainly achieved through the use of conditions (officially
known as ‘prior actions’ and ‘trigger points’) incorporated

in development policy finance, which has been criticised in
previous Eurodad research as a contested instrument.*®

In Panama part of the Bank's support is to strengthen the
institutional framework for PPPs and public procurement.
One of the project results is “Private sector financing
mobilized to fund infrastructure services under the

PPP law.” Attracting private finance particularly to
infrastructure is seen as ‘paramount’ in the context of
‘public sector consolidation’.*®

In Ethiopia Pillar 1 of the programme ‘maximizing
finance for development’ has “promoting public-private
partnerships” as the first measure and aims to increase
the proportion of PPP contract for which more than four
bids are received.”’

In Tunisia, the WB project is expected to contribute to

the implementation of the MFD approach and to crowd in
additional IFC and private sector investors. The reforms
supported under the programme are expected to “catalyze
further IFC investment in Tunisia with a particular focus on
PPPs in renewable energy, ports and desalination plants”.“®

In Bangladesh, the WB project has a sub-component

(of $17m) to support the structuring of PPPs, including
facilitating the development of a pipeline of bankable
projects (p.7). The challenges under Covid-19 are
acknowledged. But “the scarcity of long-term finance, high
interest rates and currency risk will require innovative
and flexible PPP solutions.” *

In Colombia, the WB project aims (under Pillar 3) to
mobilise “private and long-term financing for infrastructure
development through innovative models of catalytic
government financing, mobilizing new funding sources and the
elimination of regulatory bottlenecks preventing institutional
investors from increasing their exposure to infrastructure.”

In Kenya, the World Bank aims to support the Government
in crowding in private sector investment by advancing
reforms for the successful development of PPPs.%!

In Uzbekistan, the government is “working with

several development partners, ... to strengthen the PPP
regulatory and legal framework, strengthen institutional
capacity and risk management, prepare a high-quality
PPP project pipeline, and attract reputable international
PPP investors to Uzbekistan.”® The WB is supporting
PPPs in renewable energy. Decarbonisation is itself
considered to be constrained by “weaknesses in the
PPP framework”. This links with an IFC PPP project for
a 1T00MW solar PV plant in Uzbekistan to be undertaken
by a company owned by an investment company that is
owned by the government of Abu Dhabi.®®

In the Philippines, the WB Covid-19 response project
“supports the WBG approach to maximizing finance for
development (MFD), containing implementation of reforms
which are expected to crowd in private sector investment”.%
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As stated in Section 2, the emphasis on attracting private
finance is problematic for many reasons including high

costs, fragmentation of services, prioritisation of investors’
interests and pressures on inequality. However, in the context
of the current crisis, a policy framework oriented around
mobilising private finance raises specific additional issues.

Government finances, already stretched before the
pandemic, have come under huge strain. Since the start of
the crisis, the fiscal situation of many developing countries
has been exacerbated by multiple issues.®® External debt
levels were rising before the pandemic with debt repayments
crowding out government spending on essential services.
For instance, according to Jubilee Debt Campaign, before
the pandemic hit, 64 lower income countries spent more on
external debt payments than on healthcare.’” Meanwhile,
the current crisis is pushing debt levels to new heights.%®
Remittance flows to low and middle-income countries were
projected to decline by 7.2 per cent in 2020 and a further
decline of 7.5 per cent is predicted for 2021, the steepest
declines in recent history.®? In addition, developing countries
saw a surge in capital outflows, three times larger than

for the 2007 financial crisis in the first two months of the
pandemic. Moreover, according to UNCTAD 2021 Investment
Trends Monitor, FDI flows to developing countries decreased
by 12 per cent in 2020, with weak prospects for 2021.6°

In some cases the pandemic has exposed the risks associated
with private financing.®' Rather than filling a financing gap,
such arrangements can create long-term contingent liabilities
for governments.®? For instance, some existing PPPs are likely
to be under threat due to the fiscal strains that governments
are facing. According to the IMF's Fiscal Affairs Department,
the pandemic is expected to create additional costs for
operational PPPs due to disinfection of equipment and facilities
and workforce shortages. Revenue for user-funded PPP
projects such as transportation is likely to fall due to reduced
demand. These projects may be costly for governments
which often provide minimum revenue guarantees in

order to ‘de-risk’ privately financed projects. PPPs in the
construction phase are likely to face challenges, for example
with disruptions to supply chains.®® Governments also face
the risk of an increase in the effective costs of PPPs in the
event of declining currency values where contracts are set

in foreign exchange. Conscious of these problems, the World
Bank's Public-Private Infrastructure Advisory Facility (PPIAF)
established in mid-2020 a “rapid response umbrella program”,
to support governments in assessing the impact of Covid-19 on
their PPP programs.®* Meanwhile, some World Bank Covid-19
response projects include explicit support for governments to
address the fiscal risks associated with PPPs (See Box 2).

In this situation, using scarce government resources to
attract private finance risks increasing demands on fragile
public finances. The WBG position, however, is that this calls
for more intervention to attract private finance: "With rising
public debt sustainability concerns, the private sector will
require even more resources to support the restructuring
and recovery phases. As such, demand for IFC resources

is likely to grow further over the next few years.”® It seems
then that continuing to promote private finance would be at
best a costly distraction. But narratives around ‘fiscal space’
have long been used to promote PPPs and other austerity
policies that have been associated with spending contraction
contributing to growing inequality.®®

In discussions on ‘Financing for development in the era of
Covid-19 and beyond’, that took place in 2020, the UN pointed
out that public finance was responsible for around 90 per cent
of infrastructure investment before Covid-19 in developing
countries, and suggests that “this will not change in the more
demanding circumstances of a post-COVID-world, espe-

cially in sectors or regions of the world that have historically
found it difficult to attract private finance. Also, while financial
engineering can potentially be used to create instruments
that attract private investment even in these cases, it can be
cheaper to use public finance™®” Furthermore, staff at the
IMF's Fiscal Affairs Department point out that without effective
fiscal management, PPPs can “lead to waste and inefficiency,
often increasing governments' exposure to fiscal risks and
advancing projects with poor or even negative economic value
for society (but generating benefits for investors)."®

In some cases
the pandemic has
exposed the risks
associated with
private financing
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Box 2: PPPs create fiscal strain — as the WB knows

In Niger, the WB project includes expanding the scope
of debt reporting systems to include all PPPs.*?

In Madagascar, the Bank seeks in part to address the
fiscal risks and contingent liabilities arising from what
they term a ‘proliferation’ of PPPs (p.14). “Rapidly rising
public investments and a proliferation of PPPs, if poorly
selected and managed, could contribute to promptly
deplete fiscal space in an environment of low domestic
resource mobilization and rising external finance needs.
This lack of fiscal space could significantly constrain the
Government'’s ability to respond to unexpected shocks”. 7°

In Albania the WB project in part aims to bolster
management of off-budget fiscal risks including to PPPs
which have come under greater pressure in the recent
crisis. In a footnote in this project document the Bank
states “though PPPs do alleviate funding constraints in the
short term, they increase contingent liabilities that may
narrow the fiscal space for new investments in later years.
Thus, PPPs need to be continuously re-evaluated”. ”!

In Colombia the WB project plans to offer targeted
and temporary measures to support utilities and PPPs
facing financial strain as a result of Covid-19.”

In Ecuador, an initial WB project in 2019 targeted

an increased role for PPPs, including creating a

PPP project structuring unit.”® However a follow-up
Covid-19 response project in 2020 has been adjusted

to reflect the impacts of the crisis. Facing substantial
political and economic constraints, the government has
“little political room to pursue reforms to the PPP Law
and Labor Code originally contemplated”.”*

4.2 Who benefits from the IFC’s Covid-19 response?

Moreover, when considering the income classification of
countries, the IFC reports that over 49 per cent of its Covid-19
interventions between April and December 2020 were
deployed to support existing private sector clients in IDA/FCS.”’

Approximately one-third of the WBG's Covid-19 response is
likely to be channelled through the IFC. In light of the urgency
of the situation, the IFC is focusing on existing clients due to
the importance of rapid deployment of financing “to shore up
private sector activity amidst the unprecedented context".”®

On March 19 2021, the IFC had 70 Covid-19 response projects
listed on its project database, dating back to April 2020.7°
Figure 4 shows the distribution of these IFC projects by

sector and region. In particular, these figures indicate that the

financial sector dominates the IFC response to the Covid-19
crisis, followed by agribusiness and forestry sector and
health. When it comes to the regional distribution, Sub-
Saharan Africa received a slightly higher focus, followed by
East Asia and Pacific, and South Asia.

Figure 4: Distribution of IFC Covid-19 response
projects, as of March 19 2021

 _

BY SECTOR

W 41 Financial institutions

11 Agribusiness and forestry
M 7 Health

5 Tourism, retail and property
M 3 Manufacturing

B 2 Telecoms, media and technology
1 Other

BY REGION

W 16 Sub-Saharan Africa
14 East Asia and Pacific
W 14 South Asia
13 Latin America and the Caribbean
M 9 Europe and Central Asia
[ 2 Middle East and North Africa
2 World

Source: Author’s own calculation on the basis of IFC project database.”

However, looking at these projects in detail suggests that
even in IDA countries, some projects are not reaching those
most in need — see Box 3.
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Box 3: Some IFC Covid-19 response projects

An IFC loan of up to US$25m to Hattha Kaksekar Limited
(HKL) intended to support working capital and trade-
related lending to Cambodian micro, small and medium
enterprises as a result of the Covid-19 pandemic and will
be supported by the IDA PSW blended finance facility,
with 30 per cent of the loans being targeted at women and
women-owned businesses. HKL is 100 per cent owned

by a Thailand-based Bank which is majority owned by

a subsidiary of the Japanese banking conglomerate,
Mitsubishi UFJ Financial Group.”’?

In June 2020, the IFC approved an investment of up to
US$50m in a senior loan to Amret Plc with at least 30

per cent of the loans expected to be used for women and
women-owned micro, small, and medium enterprises in
Cambodia. The project was supported by the IDA PSW
blended finance facility. The company is 53 per cent
owned by Advans S.A, SICAR with IFC also having an
ownership stake.?? Advans is registered in Luxembourg.®'

In Tanzania IFC support is provided to Kioo Ltd, a glass
container manufacturing business based in Dar es
Salaam.®? This is owned by African Developments Limited,
an associate of the Madhvani Group??, a huge east African
conglomerate.’

In Bangladesh the IFC is providing working capital to the
PRAN Group. This is the largest food processing company
in Bangladesh, exporting to 110 countries.®®

4.2.1 Reaching larger companies rather than small businesses

Informal workers who make up the majority of the workforce
in developing countries (89 per cent in Sub-Saharan Africa
(SSA) and 86 per cent in Central and Southern Asia) have
been particularly badly affected by the pandemic, with an
estimated fall in incomes of 60 per cent in the first month

of the crisis.”® Micro businesses such as street vendors,
reliant on daily cash flows, are particularly hard hit.?* Small
and medium-sized enterprises (SMEs) have suffered greater
losses than larger firms in the same sector. They tend to rely
on grants and equity financing rather than loans.”

Over half of the IFC's projects are for financial intermediaries.
Support is mostly for banks to roll out loans to private sector
companies and SMEs that need financial liquidity. However, to
reach these institutions, the IFC channels funds through large
banks, in some cases owned by off shore wealthy parent
company investors.” By channelling these funds in this

way, they likely will be steered towards larger firms that are
deemed more creditworthy. ”7

The IFC is lending US$145m, to Shangri-La Asia Limited
which has 101 hotels in over 20 countries in Asia,
reporting that they had been severely hit by Covid-19.8¢
Listed on the Hong Kong Stock Exchange, Shangri La
Asia is incorporated in Bermuda. According to the Group
company accounts, Shangri La Asia Ltd made a profit of
£152m in 2019 and £193m in 2018.#7

The IFC is planning a loan of US$2.96 million to South
African company, Bergman, Ross & Partners Radiologist
Incorporated. This is to expand their medical diagnostic
imaging practice in Accra, Quest Medical Imaging Ghana,
to address a shortage in imaging facilities in Ghana.
According to the website, Quest Medical Imaging, is a
state-of- the-art medical imaging company.®®

In Mongolia, the IFC is providing support to MCS Group
which includes funds for “recapitalizing MCS" hospital
subsidiary Intermed” in Ulaanbaatar as well as providing
support for their property and construction business, their
digital investments and other subsidiaries (MCS also owns
a 31% stake in Mongolian Mining Corporation).®?

Under the IDA PSW a US$4m IFC loan to the International
Medical Group (IMG) — the largest private hospital in Uganda
— will address significant cash-flow constraints.”® The IFC
support for IMG, is linked to the Mauritian registered Ciel
Healthcare Ltd.”" While this is a private healthcare provider,
the IFC states that this project is to help support subsidised
medical aid to low income communities.”?

Domestic industry and tourism sectors have been hard hit by
the pandemic but a review of the projects in Box 3 suggests
that the ultimate beneficiaries are not necessarily poorer
households or fragile enterprises. Some of the projects to
support domestic industry are reaching established wealthy
conglomerates and international hotel chains. Providing
finance to global hotel chains with offshore ownership fails
to support, and even risks, undermining local enterprise.
Such investments are likely to embed global structures of
inequality, such as bringing in international staff for senior
management roles and confining the employment prospects
for local workers to junior positions.
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4.2.2. Weakening of public systems

The IFC Covid-19 response has a strong focus on the health
sector. It has established a US$4m Global Health Platform to
provide finance to manufacturers of healthcare products and
to private healthcare service providers.”® Projects support
international private health companies.

The IFC's activities inevitably engage with private health
providers in part because of the fragility of public health
systems. Most LMICs have mixed public and private health
systems and rely heavily on private providers for a significant
portion of health service provision. Health systems are badly
fragmented and private providers are an important part of
dealing with the immediate impacts of the pandemic.”

But this is the result of years of erosion of state capacity, in
large part due to the policies of the Washington Consensus.
Public services have been severely weakened by neoliberal
policies promoting austerity and market-oriented reforms.'0°
Health systems have been undermined by funding cuts

and privatisation.’”! PPPs in healthcare are associated with
higher costs, prioritising the needs of investors, requiring
complex contracts which often need to be renegotiated,
and they may not improve the access of poor populations
to healthcare.'®? This policy trajectory has contributed to
underinvestment in public systems and the expansion of

private providers, particularly in hospitals and diagnostics.'®®

The IFC has played a central role in restructuring health
services as profitable financial investments. It has been a
long-standing champion of private finance to extend corporate
healthcare chains, and brokered the much-criticised PPP
contract for the Queen Mamohato Memorial Hospital in
Lesotho.'® The hospital has had significant adverse and
unpredictable financial consequences on public funds, and in
2016 the private partner Tsepong's ‘invoiced’' fees amounted to
two times the ‘affordability threshold’ set by the Government
and the WB at the outset of the PPP.'% In March 2021, when
the country was struggling to cope with Covid-19 coming

on top of TB and HIV, the hospital fired hundreds of nursing
staff that took industrial action calling to be paid the same as
counterparts in other government institutions.'®

The pandemic has demonstrated the importance of
effective public health systems which are free at the point
of access.'”” Longer term, a more equitable public health
system is needed. However, the high profile role played by
the IFC in the Covid response would suggest that this is not
on the WBG policy agenda. The emphasis on a market-led
response to the public healthcare crisis shows that the
crisis provides an opportunity to deepen commitments to a
marketised private health system.'%®

5. Beyond the pillars: Business as usual at the WBG?

The WBG Covid-19 approach is to frame even the short-
term emergency response with a ‘line of sight’ to long-term
goals.'”” While many initial WBG projects have focused on
the emergency response to sustain health systems and
essential supplies, and to support vulnerable communities,
the above review suggests that in the longer term such
support will be linked to structural reforms to increase the
role of the private sector.

To set this in context, this section contains a brief review

of the WB's 15 recent Country Policy Frameworks (CPFs),
dated to start from FY 2020 or FY 2021. CPFs set out the
objectives for WB support at the country level and set

the context for the WB's DPF. It also includes a review of

a sample of IFC projects that are not part of the Covid-19
response. These are the 60 IFC projects listed — as of March
19,2021 — as disclosed in the first two months of 2021.

Most of the CPFs indicate a commitment to using the MFD
approach and PPPs to promote development outcomes.
Promoting private finance is core policy for the Bank and
country governments (Box 4). Meanwhile, the review of our
sample of IFC projects reveals similar concerns to those
referenced in Section 4 (see Box 5).
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Box 4: Review of Country Policy
Frameworks starting 2020 and 2021

For the Central African Republic CPF proposes to use
the MFD to enhance the business environment and
support job creation.®

In the Republic of Congo the WBG will coordinate with
the objective of Maximizing Finance for Development to
achieve the CPF objectives.'

In Myanmar the CPF states that the WBG will apply
the MFD principles, drawing upon a mix of public and
private sector financing options and solutions. '

In Sierra Leone, the Cascade approach is evident
across the various focus areas of the CPF including
Energy and Agriculture.'

In Senegal, the energy sector is seen as a noteworthy
example of the Bank's Cascade approach in the CPF
with efforts to improve governance, leveraging PPPs
with IFC and MIGA. The IFC also plans to explore
opportunities to support the private provision of
tertiary education.'*

In China, the CPF proposes using PPPs to achieve
more Effective and Sustainable Subnational Fiscal
Management and Infrastructure Financing.'®

The CPF for Kazakhstan cites plans to explore the
use of PPPs across sectors including in health, with
support from IFC and MIGA (p.55), despite concerns
raised by civil society."®

The CPF for Mexico lists plans to implement PPPs in
key sectors.'”

The CPF for Rwanda also plans to use PPPs across
infrastructure sectors.'®

In Nigeria, the 2020-25 CPF indicates that private
finance is seen as a requirement in light of the
constraints facing government spending.'’

In Timor-Leste, the CPF will be in line with the MFD
approach, including considering attracting private
investments in health and affordable housing.'®

Box 5: According to a review of IFC projects reaching
disclosure in January and February 2021, the IFC is:

Supporting the government of Somalia to develop
a legal and institutional framework for the
implementation of PPPs, with a budget of US$1.59m."?’

Proposing an equity investment of Euro 15m in
BlackPeak SEE Growth Fund SCSp, a private equity
fund also domiciled in Luxembourg.'??

Proposing investing up to $15m in a venture capital
fund Learn Capital Venture Partners |V, registered in
the Cayman Islands.'”

Investing up to US$10m in the Ascent Rift Valley private
equity fund targeting small and medium companies in
Ethiopia, Kenya, Uganda, Tanzania and Rwanda. The
Fund will be managed by Ascent Capital Management
Africa Il Ltd, a limited liability company established
under the laws of Mauritius.'*

Lending up to $150m to BMCE Bank International Plc
a subsidiary of the Bank of Africa (formerly BMCE
Bank), including support from the IDA PSW Blended
Finance Facility.'”® BMCE Bank International is
headquartered in London and made a profit in 2019
of £2.852m (in 2018, £2.168m)."?¢

Lending up to US$40m to Sagicor Bank Jamaica

Ltd to lend to Jamaican enterprises including to
support SMEs in the Covid-19 pandemic. But Sagicor
is a publicly traded company with over 36,000
shareholders, listed on the Toronto stock exchange.'?’

Lending a $50m loan to Brandix, an apparel company
based in Sri Lanka'?® which has associated companies
in USA, UK, Haiti, Australia, Bangladesh, Cambodia,
India, Singapore.'”’

Lending $50m to PT Gunung Sewu Kencana (GSK)

to support the development of affordable housing in
Indonesia.”® This company employs 30,000 people
working in food, insurance, property and manufacturing.’!

Investing up to US$104m in a fund to invest in
‘distressed assets in India.” The fund will be established
in Singapore and the controlling stake is held by JC
Flowers, a USA based private equity firm."*? The project
is described as a ‘vulture fund''®

Lending US$160m to support the Kasada Hospitality
Fund, a US$500 million private equity fund backed by
the Qatar Investment Authority (QIA), Qatar's sovereign
wealth fund and Accor, Europe’s largest hospitality group,
to build a portfolio of hotels in Sub-Saharan Africa.’
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This review reveals that overall the IFC is promoting

PPPs even in countries with extremely fragile states;
some IFC financing is supporting large and apparently
profitable private companies based in the global North;
support provided for local industry is reaching large local
businesses rather than a nascent private sector; and
investments in tourism are reaching wealthy investors
with an international portfolio, for projects in Sub-Saharan
Africa, that risk undermining domestic enterprise.

In addition, civil society organisations have previously

raised strong concerns about IFC investments being linked
to jurisdictions that have caused concerns in relation to
international tax avoidance.”*® Despite this, the examples
mentioned in box b5 still include links to such jurisdictions,
including Luxembourg™¢, Cayman Islands'” and Mauritius'®,
In order to combat international tax avoidance, civil society
organisations have also called for the IFC to introduce
transparency tools that allow for the tracking of resources
and full clarity around ownership structures, including public
country by country reporting and public beneficial ownership
registers.’®? Unfortunately, there are no signs that the IFC has
acted on these recommendations.

The above analysis of recent CPFs and IFC projects indicates
that the WBG's Covid-19 response, therefore, has been
constructed to fit well with the longer term policy trajectory.
However, this is not a time for fiscal contraction'? and
committing government funds to seeking private sector
projects is likely to exacerbate the situation.

Some IFC financing is
supporting large private
companies based in the
global North, and large local
businesses rather than a
nascent private sector

5.1 Alternative ways of enhancing fiscal space

There are ways to enhance fiscal space that are more
genuine and sustainable for developing countries.

If the donor community were to meet the 0.7% Official
Development Assistance (ODA) target for the next two years
this would generate around $380bn above current
commitments.’" The quality of ODA is also crucial and has to
be preserved. Worryingly, recent changes in the rules to report
ODA seems to be undermining the capacity of ODA to respond
to its core mandate of eradicating poverty and inequalities.'?

Fighting illicit financial flows, including international tax
avoidance, will also be vital. UNCTAD has estimated that one
type of corporate tax avoidance alone is costing developing
countries around US$100 billion per year, meaning that the
total loss can be assumed to be significantly higher.*® In

its final report, which was recently released, the High-level
Panel on International Financial Accountability, Integrity

and Transparency for Achieving the 2030 Agenda (the FACTI
Panel) put forward a list of recommendations for how to
strengthen the international fight against suchillicit financial
flows. Two of the central recommendations were about
setting up an intergovernmental tax body under the auspices
of the United Nations, as well as initiating the negotiation of a
new international UN Convention on Tax."*

A comprehensive debt relief package will be important. The
G20 Debt Service Suspension Initiative (DSSI) announced in
April 2020 provides a suspension of principal and interest
payments on debt due between 1 May and 31 December 2020
by the 77 IDA (the least developed) countries (although some
of these countries have been excluded from the initiative).
But this is just a temporary suspension with debt to be repaid
in full during 2022-2024. "5 The DSSl is only postponing
repayment pressures and many low and middle-income
countries are not included.’® And the DSSI does not include
creditors in the private sector and China. More attention must
be directed to coordinated debt restructuring and a longer
term rethink of global sovereign debt architecture.’”’
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6. Conclusions and policy recommendations

The WBG sees Rebuilding Better as being “anchored in
longstanding core principles including transparency, fair and
equitable burden sharing, strong focus on poverty, inequality
and inclusion”.'*® Yet, as this report shows, the WBG's
Covid-19 response builds on decades of neoliberal policies
that have contributed to widening inequality within and
across countries. Reconstructing essential social needs, such
as health, education and water, as business opportunities

for global capital can exacerbate divisions in access and
weakened universal coverage.'’

As this report shows, the WBG response to the crisis has
provided a platform to reboot its model of development,
oriented around markets and the private sector as well

as a scaling back of the state. The IFC plays a prominent
role in the WBG response to the pandemic, which is also

an indication of the low priority attached to equitable state
financed and provided public services. The IFC sees its role
as creating markets and mobilising investors,'*® and has a
history of promoting private health and education.™

The WBG is committed to ‘private sector solutions’ in its
Covid-19 response, but greater differentiation is needed
regarding the nature of private sector entities. The policy
implications vary substantially depending if support

is provided to a small locally-owned enterprise or an
international conglomerate either directly or through its
subsidiaries. The implications are different again if the
private sector is providing essential infrastructure and/or
core public services.

The emphasis on raising private finance risks weakening the
resilience of governments. The MFD agenda, including the
use of PPPs, can leave infrastructure and public services
fragmented and under-resourced. The prioritising of market
solutions is set to weaken capacity for public services.'®?

If countries are to ‘Rebuild Better’, adequate levels of public
finance are needed. This can be achieved through, among
other things, meeting ODA commitments, tackling tax
avoidance and evasion, and an immediate cancellation of
debt payments, linked to a more comprehensive approach
to debt crisis resolution under the auspices of the United
Nations. At the same time, private finance as a source of
finance for development needs to be downgraded, given the
overwhelming evidence of its failure to effectively contribute
to sustainable development.

Policy recommendations

e The MFD/Cascade approach should be completely re-
evaluated. Private finance is not a substitute for public
funds and creates a strain on governments. Scarce
public resources should not be used to convert essential
services into attractive private investments. The
emergency humanitarian response should be de-linked
from the wider private finance agenda.

» The WBG needs to restore the balance between the
public and private sector in its Covid-19 response and
beyond, including in its modalities and instruments.
Developing countries are in need of concessional
resources to strengthen their public systems, particularly
health, education and social protection, and to stimulate
economic recovery. This includes, among other things:

— Placing greater emphasis on supporting public
health systems. This is a long-term objective, but
it can begin by ceasing advising governments to
bring in international private providers, and avoiding
supporting commercial private health facilities that
undermine public system building.

— Reassessing the activities of the IFC in the Covid-19
response, and beyond. Rather than providing finance
to large conglomerates and global investors, more
attention is needed to fostering local businesses.
Rather than large commercial private banks, public
national development banks may offer cheaper and
more equitable means of disbursing IFC loans.

— Strengthening IFC due diligence procedures, as a
way of combating international tax avoidance, by
demanding public country by country reporting and
public beneficial ownership registration for all its
clients, partners and business relations.

« The WBG needs to work to upscale the DSSI to include debt
cancellation by all MDBs, including the WBG, and to work
towards restructuring sovereign debt across all creditors.

« The WBG needs to anchor its activities in inclusive
civil society engagement throughout all phases of the
project cycle so as to ensure a high-degree of citizen
accountability, an area which has been weakened during
the crisis response.

In line with the WBG approach, these changes are long-

term but also need to be incorporated into current activities.
Interventions today need to have a line of sight to future
economic and social structures. The pandemic does offer an
opportunity to rebuild better but this means rebuilding fairer.
Global social equity needs to be at the heart of long-term plans
in order to reset, reshape, rebuild and recover better.
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