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chance of success. However, these groups still face sig­
nificant obstacles, and the lack of research in this area is 
troubling. It is important that researchers continue to 
investigate and analyze the work of anti-FGM groups, 
particularly in the area of education, to ensure this nega­
tive practice can be brought to an end as soon as possible.

Charting the Evolution of the 
World Bank: The On-going Need 

for Meaningful Reform
Gregory L. Sharp

Conceived in the aftermath of World War II, and the 
Great Depression, the Bretton Woods institutions 
were very much products of their epoch. Since their incep­

tion, they have been constantly redefined in an effort to 
remain relevant. In order to chart this convoluted evolu­
tion, it is important to have a grounding in the funda­
mentals of the World Bank, the context from which it 
arose, and a grasp of its sister institutions. With this un­
derstanding it is then possible to examine the evolution 
of the World Bank chronologically - beginning with its 
inception in the post-World War II period to its quick 
shift in focus to the aid of Third World countries. With 
loans and capital becoming more accessible, these coun­
tries quickly became hugely indebted. This in turn result­
ed in the rise of structural adjustment programs by the 
World Bank as it tried to confront this problem. These 
adjustment programs proved extremely controversial and 
eventually prompted reforms in the organizations pur­
pose and operations. Nevertheless, if the World Bank 
wants to effectively tackle the global problems of poverty 
and underdevelopment,, it must be reimagined yet again.

Understanding the World Bank

The General Agreement on Tariff and Trade (GATT), 
the International Monetary Fund (IMF) and the Inter­
national Bank for Reconstruction and Development 
(IBRD, more commonly known as the World Bank) were 
all designed to facilitate economic cooperation, promote 
a return to profitable growth and rectify the failures of 
the capital market.1 More specifically, the GATT was 
to prevent protectionist trade barriers from being imple­
mented; the IMF was to provide liquidity as well as over­
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see the dollar-gold standard; and the World Bank was to 
engage in the reconstruction of war-damaged Europe.2 
These goals, although economically motivated, also 
had political dimensions. These institutions, by creat­
ing wealth and raising the standard of living, were de­
signed to prevent a return to economic malaise and stifle 
the rise of political extremism.3 Moreover, as it became 
clear that the U.S.S.R. was unwilling to relinquish its 
control of Eastern Europe, these institutions became an 
indirect means to counter the spread of communism.

These organizations have developed to such an extent that 
today they bear little similarity to the institutions created in 
New Hampshire in 1944. This reflects the simple truth that 
contemporary financial markets are a far cry from those 
of the post-war period.4 For example, the World Bank 
has developed into a group of five affiliated multilateral 
institutions. Together they engage in an array of economic 
development activities and form the World Bank Group.

The International Bank for Reconstruction and Develop­
ment (IBRD) and the International Development Associa­
tion (IDA) are the two main institutions which form the 
World Bank. The IBRD lends at below market rates to 
governments of middle-income countries, as well as those 
who are lower-income, yet deemed credit-worthy. Similarly, 
the IDA deals strictly with the poorest countries and pro­
vides them with interest-free loans. This division helps bet­
ter serve the different needs of countries of varying wealth.5

The internal structure of the World Bank is also im­
portant to note. The bank collects funds for its op­
erations by two methods: one is to solicit contributions 
from wealthier member governments, and the other is 
to raise money in financial markets by “selling AAA­
rated bonds and other debt securities to pension funds, 
insurance companies, corporations, other banks, and 
individuals around the globe.”6 Unlike other interna­
tional institutions, the World Bank can exert a certain in­
dependence in terms of its objectives, ambitions, and per­



sonality due to its capacity to raise funds independently.7
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This independence; however, is limited by the control 
that the five largest donor countries exert over the World 
Bank. The World Bank comprises a Board of Gover­
nors, a Board of Executives and a President. Although 
all countries are represented on the Board of Governors, 
the real power lies with the Executive Board and the Pres­
ident. These are largely under the control of the largest 
donors: the US, Japan, Germany, France and the UK.8

The influence of dominant Western powers on the 
Bank is an external factor that has guided its evolu­
tion. Other external factors include global policy shifts, 
dramatic shifts in capital markets and new views of de­
velopment. In terms of internal sources of change, the 
puissant role of the president is influential in decid­
ing the direction of the organization. Various combina­
tions of these factors have shaped the way in which the 
World Bank has evolved throughout its brief history.

Since its inception, the World Bank has been forced to 
adapt its purpose and operations many times in order 
to remain relevant. The radical transformation of finan­
cial markets, the rapid growth of world population, the 
collapse of communism, and the effects of globaliza­
tion have all presented challenges to which this institu­
tion has had to adapt.9 This evolution can be broken 
down into five approximate periods: the post-war period 
(1944-1951), the shift in focus to the third world (1951- 
1968), the rise of third world debt (1968-1980), the 
implementation of structural adjustments (1980-1989) 
and, finally, the adaptation to criticism (1989-Present).

Post-War Period (1944-1951)

The World Bank’s initial primary purpose was to facili­
tate European reconstruction. Throughout this period, it 
predominantly focussed on economic growth, rapid (re) 
industrialization and the development of infrastructure. 
In particular, it was defined by fiscal conservatism, care­
ful screening, and a focus on financing dollar imports.10 
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These elements are all evident in the very first loan is­
sued to France in 1947. Credit National, a French pub­
lic corporation, applied for funding of $500 million, 
yet they only received $250 million. It must also be 
noted that, prior to the loan being approved,11 a missive 
was sent from the U.S. State Department to the French 
government asking it to remove communist elements 
of its cabinet. Within hours of these elements being re­
moved, the loan was approved. Furthermore, the World 
Bank closely monitored the use of funds and ensured 
that the French government would balance its budget.12

An initial uncertainty regarding the scale and scope of these 
operations contributed to this conservatism. Perhaps more 
importantly, the World Bank only had $727 million in 
gold or U.S. dollars (out of initial paid-in capital of $1.6 
billion). Most countries applying for loans required goods 
and supplies that could only be obtained in the U.S. mar­
ket and consequently required gold or U.S. currency.13

In an effort to expand its assets, World Bank president John 
Jay McCloy made it a focus of his administration to con­
vince American investors that Bank securities were worth 
purchasing. Shortly after the New York stock exchange 
opened on July 15th 1947, the Bank’s first bonds appeared. 
These bonds were quickly bought up and began selling at 
a premium. Nevertheless, this success came with limita­
tions as the Bank now had to appease risk averse American 
investors - further entrenching fiscally conservative val­
ues. This potential for dependence on Wall Street inevitably 
drew much criticism from the international community.14

With an increase in capital, further loans were approved 
for the Netherlands ($195 million out of an application 
for $535 million), Denmark ($40 million), and Luxem­
bourg ($12 million). These were not for specific projects 
but instead for financing U.S. dollar imports that would 
restore the industrial capacity of these nations and rebuild 
their infrastructure. These first four loans were significant 
to McCloy, who saw the Bank as a lifeline to a “sinking 
Europe” until the implementation of the Marshall Plan.15

This was a difficult period for Europe, as its access to the 
Lend-Lease program had been discontinued with the end 
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of the war. Furthermore, they were threatened by the po­
tential halt of food, fuel and raw material imports. Despite 
the perceived conservatism that permeated the early World 
Bank, it was later revealed that these loans were made large­
ly on faith - no one knew if they would actually be repaid 
or not.16 It was partially for this reason that McCloy was 
an ardent supporter of the Marshall Plan - even going as 
far as to testify before U.S. congress - despite knowing that 
this “measure would put the Bank out of business in one of 
the two principal fields in which it was set up to operate.”17
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The European Recovery Program, more commonly known 
under the sobriquet of the Marshall Plan, was implemented 
in April 1948 and was followed by the Mutual Security Plan 
in 1951. Their mandates were to rebuild Europe and make it 
profitable again - essentially the same as the World Bank.18 19 20 
This marked a turning point for the organization, in which 
the focus shifted from Europe to the ‘third world.’19720

Shift in Focus to the Third World (1951- 
1968)

The period immediately following World War II saw the 
emergence of a whole new class of countries - the Third 
World. Over three dozen new countries were formed dur­
ing the decolonization of Africa and Asia,21 most of which 
promptly became members of the World Bank. Whereas 
previously the Bank had predominately dealt with in­
dustrialized countries recuperating after the devastation 
of war, these fledgling states experienced a host of differ­
ent challenges. They not only required the creation of in­
frastructure, but also programs that specifically targeted 
poverty alleviation. This marked the first time that pov­
erty reduction became a stated goal of the World Bank.22 
While the Bank previously lent to European countries, 

despite uncertainty regarding their ability to repay these 
loans, this was largely due to their substantial economic 
impact. Moreover, these nations were already well versed 
in advanced infrastructure systems and thus it was sim­
ply a matter of reconstructing them. Perhaps most impor­
tantly, it was vital for the U.S. to get European markets up 
and running again so that they could purchase American 
goods. The domestic markets of these emerging countries 
were not attractive enough to warrant the special treat­
ment that was granted to many European countries.23

So, unlike the loans previously offered to European 
states, the World Bank was unwilling to make loans 
on faith in this uncharted territory. This was a new do­
main in which they were cautiously feeling out their 
first steps. This risk averse perspective resulted in proj­
ects only being funded if they would enable a borrower 
country to repay its loans (for example, the construc­
tion of ports, highways, trade hubs or power plants).24

The first development loan, of $16 million, was granted to 
Chile; however, unlike previous loans that were granted with 
a wide mandate for purchasing dollar goods, it came with 
the specific stipulation that $13.5 million was to be allo­
cated to the construction of a hydroelectric power plant and 
$2.5million to the production of agricultural machinery. In 
keeping with previous loans, the Bank carefully monitored 
how this money was spent by the Chilean government.25

Throughout the remainder of the 50s and into the 60s, the 
bank slowly realigned itself to fulfill this developmental pur­
pose. While European nations began to pay off their loans 
during this period, with the first two being repaid by Finland 
and Yugoslavia in 1951, the Bank began to approve more 
loans to the Third World. These ranged from Jamaica, to 
Ethiopia, to Brazil, and were granted by the IDA and IBRD 
(as well as other members of the World Bank Group).26

The Rise of Third World Debt (1968-1980)

This era of the Bank’s history was marked by an increase 
in programs that were meant to address the foundation­
al causes of poverty, instead of the grand infrastructure 
projects that characterized the post-war period. These

http://web
worldbank.org/wbsite/external/extaboutus/extarchives/
http://history.state.gov/mile-stones/1945-1952/AsiaandAfrica


initiatives included rural development strategies, the 
promotion of small scale industry, agricultural reform, 
and an emphasis on the direct provision of health, edu­
cation and food - essentially a consolidation of its ear­
lier aim of poverty alleviation.27 These new programs 
were accompanied by a decentralization of Bank ac­
tivities and the establishment of Resident Missions. 28 29 30 31 32
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Many loans were approved for an increased diversity of proj­
ects under this rejuvenated mandate . These ranged from 
pollution control and education reform, to commercial 
ventures. The enlarged scope and scale of World Bank op­
erations allowed for an increased number of loan approvals. 
During this period avast number of loans were approved to 
countries including The Gambia, Yemen, Mexico, Korea, 
China and Brazil inter alia.29130 As loans became easier to 
obtain, developing countries were encouraged to borrow 
heavily, in order to fuel economic growth and address issues 
related to poverty. Consequently, the indebtedness of Third 
World countries skyrocketed to unprecedented levels.31732

Many of these changes in policy and operations were 
the result of the resourcefulness of the President, Robert 
McNamara, who exerted the power granted by his posi­
tion to realign the organizations goals. These changes 
were further compounded by the Nixon shock in 1971 
and the 1973-75 economic malaise prompted by the oil 
crisis and stock market crash.33 Combined, these fac­
tors radically altered the nature of the World Bank.

By the early 1970s inflation in the United States was accel­
erating - due largely to the Vietnam War - and the country 
began to run a serious trade deficit. The sheer amount of 
dollars that had been pumped out into the world through 
the Marshall Plan, other aid measures, and the expansion of 
the American military abroad, meant that the U.S. treasury 
saw its gold coverage drop dangerously low. This was called
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the Triffin dilemma.34 This led to the Nixon Shock, in 
which the United States unilaterally abandoned the dollar- 
gold standard and the par value system - essentially elimi­
nating the raison d’etre of the Bretton Woods institutions.35

This unforeseen return to floating exchange rates, in addi­
tion to the 1973-75 recession, forced the World Bank to 
face the stark reality of the era. Stagflation, as well as a rise 
in unemployment and interest rates, resulted in tenuous 
relations between the Bank and the U.S. Federal Reserve. 
This made it more difficult to raise additional funds. These 
events “clearly necessitated a change in the functioning 
and perhaps in the very role” of the World Bank.36

These events were not isolated 
points but instead were anchored 
within a larger societal shift. The 
post war period had been, un­
til this point, largely oriented 
around the ideas of the econo­
mist John Maynard Keynes (who 
was instrumental in creating the 
Bretton Woods institutions). 
Keynesianism favoured govern­
ment intervention in markets 

and considered it a means by which the fluctuating nature 
of capitalism could be stabilized. These values were inher­
ent within the Bretton Woods institutions upon their cre­
ation. However, the Nixon Shock and the following reces­
sion ushered in a new era of economic thinking. Contrary 
to Keynesianism, neoliberal economic policies favoured 
a minimization of government intervention, promoted 
privatisation and advocated for market determination.37

Structural Adjustment Programs (1980- 
1989)

These new economic models - now known as the Wash­
ington consensus - found ardent supporters in the World 
Bank, the IMF and the U.S. Treasury. These ideals were 
highly influencial, as they were not only supported by a

“These events 
were not iso­
lated points 
but instead 
were anchored 
within a larger 
societal shift.”
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host of international organizations, but also strongly sup­
ported by the conservative regimes of Thatcher in Brit­
ain and Reagan in the United States. Although state-led 
development had been the dominant model up until 
this point, this was quickly eclipsed by the notion that 
a free market was integral to development and growth.38 39 40 
Once again the Bank’s operations adapted to accommodate 
this new purpose. The focus on basic needs and social pro­
grams was abandoned in favour of an emphasis on struc­
tural adjustments programs (SAPs).39/40 Essentially, these 
loans were provided by the World Bank to Third World 
countries on the condition that they implement reforms 
to lessen government intervention in the economy. The 
conditions generally entailed “fiscal discipline, liberalizing 
trade, freeing exchange rates and interest rates, privatiz­
ing state industries, deregulation, tax reform to broaden 
the tax base, redirecting public expenditure to increase 
economic returns and redistribute in­
come, and securing property rights.”41
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The first such loan was granted to Turkey 
in 1980 for $200 million.42 This initial 
loan was followed by many others as the 
1981-82 recession sent already indebted 
developing countries to the brink of de­
fault.43 In 1985, 12 of the worlds most 
indebted countries had SAPs; by 1990, 
the number of SAPs issued around the 
world had risen to 187.44 It was believed 
that these policies would stabilize the eco­
nomic situation in these countries and 
allow them to repay their other debts.

Despite the prevalence of these loans, they 
were extremely controversial. Advocates pointed to success 
stories, such as that of South Korea, where the World Bank 
provided huge amounts of funding and the economy grew 

quickly during the 1970s-80s.45 However, contemporary 
critics claim that the few countries that met with success 
did so because they did not submit to the unbridled will 
of the free market, and instead took a highly state-centric 
approach. Furthermore, they point to the steady outflow of 
wealth from Third World countries to bankers in the global 
North. They also cite the many crises that resulted from 
the implementation of SAPs in sub-Saharan Africa, Latin 
America and South-East Asia. They argue that the huge 
sums of money being diverted to service debts had an ex­
tremely negative and disproportions impact on the health, 
education and nutrition of the world’s poorest countries.46

These critiques were not limited to the economic realm, 
however. Instead, advocacy groups, non-governmental 
organizations and even international organizations cri­
tiqued the implementation of SAPs over gender, envi­

ronmental and human rights issues. It 
was recognized even as early as 1988 that 
these programs were devastating to the 
poor, an idea that was encapsulated by a 
United Nations report concluding that 
“the most vulnerable population groups, 
in particular women, youth, the disabled 
and the aged, [had] been severely and 
adversely affected.”47 It was largely a re­
sponse to these critiques that informed the 
World Bank’s next period of adaptation.

Responding to Criticism 
(1989-PRESENT)

The deluge of criticism that began in 
the 1980s reached a critical thresh­

old in the 1990s. Commentators on the right claimed 
that it was a bad hangover from an interventionist 
era, whereas those on the left labelled it as a new form 
of imperialism.48 This torrent of bad press, combined 
with the collapse of the U.S.S.R., another change in 
presidency, and an increase in private capital, informed 
the next step in the evolution of the World Bank.

“Despite the preva­
lence of these loans, 
they were extremely 
controversial. Advo­
cates pointed to success 
stories, such as that of 
South Korea, where the 
World Bank provided 
huge amounts of fund­
ing and the economy 
grew quickly during 
the 1970s-80s”



The fall of the Berlin wall ushered in a new era for both 
the world and the World Bank. The mission of aiding 
war torn states, “which was ignored during the Cold War, 
[came] back with a vengeance.”49 The multitude of newly 
independent states soon bolstered the ranks of the World 
Bank Group, as they sought assistance in their transi­
tions from command economies to capitalist economies.

49 Einhorn, “Reforming the World Bank: Creative Destruction,” 18.
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Unlike the emphasis on macroeconomic growth that existed 
under adjustment lending, this allowed the Bank to gradual­
ly shift toward a new goal of sustainable development, cou­
pled with the underlying emphasis on poverty alleviation. 
However, this transition did not occur immediately. Instead 
World Bank officials simultaneously defended SAPs while 
trying to alter them so as to address the aforementioned 
problems. They currently still exist, albeit in a radically dif­
ferent form, and are designed to complement the World 
Bank’s new emphasis on sustainable poverty alleviation.50

A change of presidency in 1995 consolidated these chang­
es. James Wolfensohn made it very clear that his priori­
ties were constructing institutions in host countries, im­
proving governance, enhancing the agency of the poor, 
strengthening the rule of law, and eradicating corruption. 
It was Wolfensohn who wanted the Bank to have “a hu­
man face” and who dreamed of a world without poverty.51

It was through his initiative that the World Bank adopted 
a two-pronged approach. On one hand, they would focus 
on supporting economic prosperity in borrowing countries 
through a variety of programs and policies. An example 
of this would be the Heavily Indebted Poor Countries 
(HIPC) initiative which made 39 countries around the 
world eligible for special assistance. On the other hand, 
they would invest directly in people through human re­
source development. This manifested itself in the form 
of increased lending to local non-governmental organi­
zations and charities.52 It was hoped that through these 
programs, the organization would experience a restored 
sense of mission, more confidence from recipients, as well 
as donors, and a rejuvination in its lending operations.53
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Furthermore, globalization gave rise to “integrated capital 
markets, in which private flows to developing countries 
have become more important than public ones.”54 Con- 
sequendy, the Bank had to face some bleak statistics. The 
IBRD’s lending declined throughout this period from $13 
billion in the 1990s, to approximately $10billion in 2004- 
2005. Private capital flows over comparable time periods 
amounted to over $300 billion a year and the trend is gen­
erally of increasing investment (although the 2008 finan­
cial crisis is proving resistant 
to recovery), despite the 
volatility of private capital, 
Perhaps, as many have sug­
gested, lending to middle­
income countries is no lon­
ger necessary and the IBRD 
is a dying institution.55

Calls for dissolution of the 
organization put further 
pressure on the World Bank to reform. In 1998 they of­
ficially redefined the organization as a ‘Knowledge Bank’ 
- essentially the world leader in development research 
and policy. This was possible, as the organization had 
grown into the “largest centre for development econom­
ics” and often attracted the best minds in the field.56 Part 
of this initiative was to set global standards and norms 
(for example, environmental regulations on investments 
or ethical investing). Equally important was identifica­
tion of uneven application of private capital and invest­
ment in projects and programmes that were deemed 
too risky or infeasible by private sector organizations.57 
Despite these many reforms, and an acceptance of past 
faults, the World Bank is still fervently criticized. This 
prompts the question: is the World Bank worth keeping?

Reimagining the World Bank

The old adage Tempora mutantur, nos et mutamur in il- 
lis - time changes and we change with it - is true of the 
World Bank. The World Bank currently faces a challeng­
ing situation. The dwindling relevance of public flows of 

The old adage 
Tempora mutantur, 
nos et mutamur in 
illis — time changes 
and we change 
with it - is true of 
the World Bank.”
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capital, the “epic recession” of 2008,58 and a deep rooted 
mistrust of the organization are among some of the prob­
lems faced. For the World Bank to remain relevant, it must 
first accept that its past reforms have been inadequate. 
Then, and only then, will it be able to reimagine itself.
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While many critiques of the World Bank are outdated 
and do not actually reflect the contemporary operations 
of the organization, others are valid and reflect a genu­
ine need for change. Of particular concern is the artifi­
cial disjuncture between the economic and social realms 
implicit within World Bank policy. This is largely due to 
uncritical faith in neoliberal economic ideals, which em­
phasize adjustments on a national level. Although macro- 
economic health is important, wealth does not necessarily 
trickle down - it must also be encouraged from below.59

It is this blind adherence to free trade and neoliberal values 
that is one of the Banks greatest weaknesses. Many of the 
world’s dominant economies went through mercantilist or 
protectionist periods in their development - France, Ger­
many, Japan and the U.S. in particular - so why should 
developing countries skip straight to the extreme of un­
restricted markets? It is for this reason that the IMF and 
the World Bank are often accused of being tools of im­
perialism. Consequently, it is paramount that there is a 
recognition that there is more than one valid economic 
model, and that developing countries often lack the ca­
pacity to adequately handle the rigours of free trade.60 
The Bank cannot hope to achieve these changes unless it 
manages to effectively translate purpose into operation. 
Their goals are just ones: workers’ rights, women’s health, 
non-discrimination, local self-reliance, creation of infra­
structure, education and poverty reduction amongst others. 
However, these good intentions need to actually be put 
into effect. For example, funds are often blatantly misused 
for political purposes (a problem also faced by the IMF)61 
or simply stolen by corrupt officials in recipient countries. 
To prevent this, the organization needs more transparency. 
This could be achieved through a reform of the internal 
structure that facilitates accountability, and the creation of 
a mechanism that circumnavigates institutional inertia.62 

Moreover, an approach of international standardization and 
normalization - although at times desirable - is not the 
best solution to every situation. Instead the Bank needs to 
operate under the assumption that each problem is unique 
to its context.63 To borrow a term coined by the anthro­
pologist Arjun Appadurai, the World Bank needs to “glo- 
calize” its operations to best address the local problem.64 
It is at this confluence of international expertise and local 
experience where 
innovation and “It is important to pre- 
solutions occur. serve this institution,

The World Bank 
should seek to 
specialize in 
knowledge, de­
velopment and 
international­
local coopera­
tion. Lending to 
middle income 
countries is no 
longer relevant 
due to the afore-

partly because it has the 
potential to be trans­
formed into a puissant 
tool to combat poverty, 
but also because such an 
organization might never 
be created today due to 
the dichotomous political 
climate.”

mentioned pri­
vate capital flows; as a result, the Bank should restrict its 
loans to the poorest nations with little access to capital. 
A transfer of knowledge and expertise should be coupled 
with these measures, not top down structural adjustments.

It is important to preserve this institution, partly because 
it has the potential to be transformed into a puissant tool 
to combat poverty, but also because such an organization 
might never be created today due to the dichotomous polit­
ical climate. Finally, the purpose of the World Bank - pov­
erty alleviation - is a noble one; it is simply a matter of mak­
ing the implementation an accurate reflection of the intent.


