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The World Bank and India can change their relationship by adopting the
“Reform to Transform India” approach. In this paper I will focus on the
World Bank’s conditional aspect of loans and voting power in relation to
India. In addition, this will help other developing economies. In this paper
1 will focus on these two aspects because the aspects of conditionality and
voting share can be legally reformed for better and successful governance
of the World Bank in relation to developing economies especially India.
The Reform to Transform approach encompasses altering lending condi-
tions imposed on countries and governance changes. In this paper I will
seek to alter the conditions imposed on India through World Bank loans.
Additionally, in the Reform to Transform approach I will seek to alter vot-
ing power in the World Bank structure to allow borrowing countries such
as India with more leverage in negotiating loan terms. In this paper I will
examine the historical function of the World Bank, how the World Bank
has affected the Indian economy since independence, the legality of loan
conditions and governance structures among World Bank members, and
provides recommendations for how the World Bank should engage develop-
ing countries like India in the future.

[. INTRODUCTION

The World Bank should change the way it works to reflect the
needs of emerging economies.' Currently, the World Bank places several condi-
tions on loans given to emerging economies and does not fairly allocate voting
power governing World Bank affairs.? However, emerging markets and devel-
oping economies (EMDEs), as a whole, has outperformed advanced economies

Doctoral Candidate at University of Kansas (2018).

Kimberly Amadeo, What are Emerging Markets? 5 Defining Characteristics, THE BALANCE,
July 14, 2017, available at https://www.thebalance.com/what-are-emerging-markets-3305927
(Last visited on August 3, 2017). (Emerging markets, also known as emerging economies
or developing countries, are nations that are investing in more productive capacity. They
are moving away from their traditional economies that have relied on agriculture and the
export of raw materials. Leaders of developing countries want to create a better quality of
lifefor their people. Therefore, they are rapidly industrializing and adopting a free market or
mixed economy.); Victor Mallet &and James Crabtree, India’s Raghuram Rajan urges IMF
and World Bank reforms, FINaANcCIAL TiMES, October 7, 2015, available at https:/www.ft.com/
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See generally, International Monetary Funds, SCRIBD, accessed on August 3, 2017, available at
https:/www.scribd.com/document/355159494/Imf (Last visited on August 3, 2017).
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for several years; for example, India’s GPD grew by a robust 7.6% in 2015.3
Emerging and developing countries, particularly India, have significantly in-
creased their weight in global GDP and in global economic growth.*

The World Bank has supported India with financial aid packages
even before its independence in 1947.° In fact, India is the largest recipient of
loans from the World Bank, amounting to $102.1 billion, between 1945 and
2015 (as on July 21, 2015), according to the Bank’s lending reports.® However,
even as the world’s second most populous nation and largest recipient of funds
from the World Bank, India’s sway in the World Bank is far below its stature.’
The World Bank is facing a shift in demand for their traditional services from
emerging economic actors and must reform their leadership and execution pro-
cesses to create fair and innovative financing solutions.? If the World Bank is
going to survive, it must reform the manner in which it interacts with EMDEs,
especially India, to allow greater flexibility in its lending practices and govern-
ing structures.

The World Bank and India can change their relationship by adopt-
ing the “Reform to Transform India” approach, which encompasses altering
lending conditions imposed on countries and governance changes.’ The Reform
to Transform approach seeks to alter the harsh conditions imposed on India
through World Bank loans' for reaching structural reforms to foster strong

3 Arun Jaitley, Governor of the Fund and the Bank for India, Statement at the International

Monetary Fund World Bank Group, ANNUAL MEETING 2016, (October 7, 2016) available at
https:/www.imf.org/external/am/2016/speeches/pr18e.pdf (Last visited on August 3, 2017).
4 Stephany Griffith-Jones, 4 BRICS Development Bank: A Dream Coming True? UNITED
NatioN, (United Nations Conference on Trade and Development Discussion Papers,
Paper No. 215, at 15, March 2014) available at http://www.stephanygj.net/papers/
BRICSBankUNWorkingPaper2014.pdf (Last visited on August 3, 2017).
Subho Mukherjee, Role of World Bank in India, ECONOMICS DISCUSSION, available at http:/
www.economicsdiscussion.net/world-bank/role-of-world-bank-in-india/10821 (Last visited
on October 22, 2016).
¢ Chaitanya Mallapur, India Received the Most Loans from World Bank in the Past 70 Years,
ScroLL.IN, updated January 14, 2016, available at http:/scroll.in/article/801808/india-received-
the-most-loans-from-world-bank-loans-in-the-past-70-years (Last visited on August 3, 2017).
See generally, Chaitanya Mallapur, India Largest Recipient of Loans from World Bank for
70 years, says Lending Report, Firstrost, Jan 13, 2016, available at http:/www.firstpost.
com/world/india-largest-recipient-of-loans-from-world-bank-for-70-years-says-lending-re-
port-2581900.html (Last visited on August 3, 2017).
PTI, India Looking for Increased Capital Support from World Bank: Arun Jaitley, THE
Economic TiMEs, October 6, 2016, available at http:/economictimes.indiatimes.com/news/
economy/policy/india-looking-for-increased-capital-support-from-world-bank-arun-jaitley/
articleshow/54720736.cms (Last visited on August 3, 2017).
See Generally, Arun Jaitley, Minister of Finance, Corporate Affairs and Information &
Broadcasting, India, Statement at the Thirty Third Meeting of International Monetary and
Financial Committee, by Arun Jaitley, Minister of Finance, Corporate Affairs and Information
& Broadcasting, India, IMF, 2, (April 16, 2016) available at https:/www.imf.org/External/
spring/2016/imfc/statement/eng/ind.pdf (Last visited on August 3, 2017).
1 What are the Main Concerns and Criticism About the World Bank and IMF? BRETTON WoODS
ProjECT, August 23, 2005, available at http://www.brettonwoodsproject.org/2005/08/art-
320869/ (Last visited on August 3, 2017).
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and sustainable growth."" For example, Often the conditions are attached with-
out due regard for the borrowing countries’ individual circumstances and the
prescriptive recommendations by the World Bank fail to resolve the economic
problems within a country.’> Additionally, the Reform to Transform approach
seeks to alter voting power in the World Bank structure to allow borrowing
countries more leverage in negotiating loan terms.

The World Bank and IMF combined represent 186 countries.
However, just a small number of economically powerful countries run each
organization.'* These countries choose the leadership and senior management,
and their interests dominate, despite the fact that the main borrowers from
the World Bank and IMF are developing countries.”” Professor Ngaire Woods
at University of Oxford from the Department of Politics and International
Relations recommends shifting the focus from the needs of the USA and
European countries to those of developing countries by reforming the voting
structure.!® By 2010, revisions to voting powers at the IMF and the World Bank
increased the voice of developing countries, notably China, Brazil, India, South
Korea, and Mexico."” In this paper I will focus on the World Bank’s conditional
aspect of loans and voting power in relation to India. In addition, this will help
other developing economies. In this paper I will focus on these two aspects be-
cause the aspects of conditionality and voting share can be legally reformed for
better and successful governance of the World Bank in relation to developing
economies especially India.

In this paper I argue, that emerging economies now account
for more than half of global growth.”® In addition, the most powerful among
these economies need a bigger say in international institutions.'” It is better
to enlarge the current body to include the world’s biggest economies such as
India.?® In Part I1, I will be discussing financial institutions and the World Bank
and the impact after the World War II. In this Part, I will give an overview of
International Financial Institutions, especially the World Bank and identifies its
mission. I analyse the major factors affecting the growth of the Indian economy

' PTI, India’s Mantra is ‘Reform to Transform’: Arun Jaitley to IMF, THE INDIAN EXPRESS, up-
dated April 17, 2016, available at http://indianexpress.com/article/business/economy/indias-
mantra-is-reform-to-transform-arun-jaitley-to-imf/ (Last visited on August 3, 2017).

12 What are the Main Concerns and Criticism about the World Bank and IMF, supra note 10.

13 Reforming the IMF and the World Bank, UNIVERsITY OF OXFORD, available at http:/www.ox.ac.
uk/research/research-impact/reforming-imf-and-world-bank (Last visited on August 3, 2017).
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after independence. In Part III, I will discuss the impacts of the World Bank’s
loan policy on India. I will argue for two World Bank reforms that will trans-
form the Indian economy) placing fewer conditions on loans from the World
Bank to India, and ii) India gaining greater voting power in World Bank affairs.
Further, I will discuss India’s position on these two reforms. In Part IV, I will
examine the consequences of not reforming the World Bank and increasing
significance of banks partnered by India. Additionally, I will provide analysis
to why and how such changes need to take affect and suggestions to reform the
World Bank.

II. THE INTERNATIONAL FINANCIAL
INSTITUTIONS AND THE WORLD BANK IN A
NUTSHELL

In this section I will give an overview of International Financial
Institutions, especially the World Bank and identify its mission. Identifying its
mission will help in concluding if the World Bank, and its supportive branches,
successfully meet its objectives and whether there is a need for reform in the
structure of governance. As World War II ended, the Bretton Woods Conference
of 1944 was the culmination of almost three years of planning for the postwar
reconstruction by the Treasuries of the U.S. and the U.K.? The aim was to
develop a system of international payments that would allow the conducting
of trade without the risk of sudden currency depreciation or wild fluctuation
of exchange rates, which had nearly paralyzed the world economy during the
Great Depression.?? Out of many the U.S. and the U.K., discussions and nego-
tiations emerged proposals for the IMF and the World Bank.?* The IMF’s crea-
tion was to provide short-term financial assistance to developing nations, while
the World Bank’s creation was to provide long-term development loans.?* As
developing nations gained nominal political independence, (nominal because
their economic dependence on their colonial masters restrained their political
independence) they began to take loans from Bretton Woods Institutions, often
with destructive terms and conditions.”

Originally, the World Bank was to provide financial assistance for
reconstruction and infrastructure development through long and medium term
loans to countries affected by the destruction of World War I1.2¢ The World

2l Junji Nakagawa, Reconstructing Global Monetary/Financial Governance Beyond the Bretton

Woods System,53 Japanesi Y. B. INT’L L. 103 (2010).

2 Id.

2 John Head, Managing the World Economy, INSTITUTE FOR INTERNATIONAL EcoNowmics, 11 (1994).

24 Victor Dike, The Bretton Woods Institutions and the Third World, NiGEriA WORLD, available at
http://www.nigeriaworld.com/feature/publication/dike/bretton.html (Last visited on October
31, 2016).
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26 MUKHERJEE, supra note 5.
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Bank was especially concerned with the development of under-developed
countries, because basic infrastructure was lacking in these countries.?” Once
a country could meet basic infrastructure needs through World Bank loans,
the World Bank turned its attention to the broader economic development of
the world’s non-industrialized countries, with the goal of lifting the world out
of poverty.?®

The World Bank organization is much like a cooperative, whose
shareholders are the same 184 countries that make up IMF’s membership.?
Countries have to be members of the IMF in order to be members of the World
Bank.* A Board of Governors represents the shareholding countries, which is
the Bank’s ultimate policymaking body.>! As arule, the governors are a member
countries’ minister of finance or development.*? This shows that the objective of
the World Bank has changed from providing loans form basic infrastructure of
under-developed countries to the broader economic development of the world’s
non-industrialized countries, to lift the world form the poverty. Since its crea-
tion, the World Bank has continually changed and adapted to support effective
and efficient operations.®

The World Bank divides its lending operations between
the International Bank for Reconstruction and Development (IBRD) and
International Development Association (IDA).3* The basic “finance co-opera-
tive” model of the World Bank was also followed in the creation of the four ma-
jor regional development banks - the Inter-American Development Bank, the
African Development Bank, the Asian Development Bank, and the European
Bank for Reconstruction and Development - as well as in a number of sub-
regional development banks such as the Andean Development Corporation.*
However, regional and sub-regional development banks tend to have more au-
tonomy to decide how to lend money to countries than individual countries do
in the World Bank.%

7 Id.

2 Vinay Bhargava, The Role of the International Financial Institutions in Addressing Global
Issues in GLOBAL IssuEks For CITIZENS, 396 (2006), available at http://siteresources.worldbank.
org/EXTABOUTUS/Resources/Chapter20.pdf (Last visited on August 3, 2017).

2 Id.
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(Last visited on August 3, 2017).
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Multilateral Development Banks (MDBs) are international finan-
cial intermediaries whose shareholders include both developing countries (bor-
rower) and developed countries (donor).’” MDBs include the World Bank (IBRD
& IDA), along with a number of regionally based lending institutions, such as
the Inter-American Development Bank (IADB), the Asian Development Bank
(ADB), and a number of smaller sub-regional institutions such as the Andean
Development Corporation (CAF).*® The following provides a structural repre-
sentation of the World Bank and its branches below.

r N

Multilateral Finanelal Tnstitutions

Multilateral Development Banks IMFTs)
(MIVEs) he 4 th
1. The European Comenission and the European
1. The Afncan Development Bank a—— E:,_.-,k
2. The Asian Developnnt Bank 2. Intemational Fund for Agriculiure Development
3. The European Bank for Reconstruction and 3. The lslarme Development Bank
Develooment

1. The Nordic Development Fund and the Nordic
4. The Inter-Amencan Development Bank Group | jmestment Basik

5. The OPEC Fund for Intemational Developimen

The
World
Bank

Subregional Banks Ald Coordination (zroups
1. Comporacion Andina de Fomento 1. Ansivalion Apency FoF labermiti o] Davvel opsses
2. Cariblsean Developmwent Bark 7. Aslyin Dopsoltpment Aracy

3, Ceadian Dicve loprnert Agency

3. Central American Banik for Econcmic 4. Deparimeat for [sbematonsl Development Cooperation

Integration

(Finland

4. East African Developmsnt Bank ard West £ Agemos irercaise ¢ developmen:

African Development Bank . Drecticbe Geptlischatt for Techniscie Zusammenare:
ChabiH

7, Irelisd Dieve lepeent Cooperation

¥, S Thase for [abiraitional £ ocpirition
& lapue febsrmabiond Cooperation & gecy
10, Kredtanstalt fiur Wiedarmafbs
L L. Moptherlinds Dvelopoment Coopenition

12 Wew Fenlamd O iad Desvelopimest Aveistmes
13.7
14, Siedial [zhrmalionnl L loprment Coopiration

orwegiae Agraey fos Develigmnert Covperation

14, S Agemcy for Denelopment s Cooperation
V6, i Seste Sosretaniat for Econtmic Alairs
17, UK. Dvgartmest for Isbarizstional Developmets

. 18, 1 & Apency for temration)] Devekyamein '

GRIFFITH-JONES, supra note 30, 6.
3 d,

37

October - December, 2017



REFORMING THE WORLD BANK TO TRANSFORM INDIA 649

III. INDIAN ECONOMY

In this section I will analyzes the major factors affecting the
growth of the Indian economy since independence. In addition, this section
supports the conclusion that India should have more voting shares and fewer
conditions on lending from the World Bank. To better understand India’s eco-
nomic growth, its economic history should be divided into two phases; the first
45 years following independence in 1947 and the last twenty years as a free
market economy.*

During the 45 years following independence from Britain, India’s
economy divided into distinct public and private sectors.*” Soon after India’s
political independence, a wide public discussion revolved around the type of
economic system that is best to be adopted and implemented.* Three economic
proposals emerged to meet India’s needs: the Gandhian model, based on village
economics and trusteeship; the Bombay Plan, which meant that the economy
could not grow without government intervention and regulation, especially in
capital-goods production; and the Nehruvian model, based on a socialistic pat-
tern of society and rejected every possible way to expand private enterprise.*?

Ultimately, the Nehruvian model succeeded, and for the next 45
years, India tried to develop a mixed economy.” In the process of following
the Nehruvian system, the government controlled the entry and expansion of
private enterprises, often without understanding the effects of these policies.*

During the early 1990s, India’s economy began to decline and
faced growing inflation, unemployment, poverty, and historically low foreign
exchange reserves.* The collapse of the Soviet Union significantly affected
Indian’s economy because the Soviets were India’s major trading partner and
a key supplier of low cost 0il.*® As a result, India had to buy oil from the free
market.*’” Consequently, India’s foreign exchange reserve fell to a low of $240
million, just enough to support only two weeks of imports.*® Ultimately, the
government ran out of options and recognized it had to change its closed-door
economic policies in 1991.* The International Monetary Fund (IMF) and the

¥ Dushyant Gosal, History of Economic Growth in India, INTERNATIONAL PoLicy DIGEsT (April
24, 2013) available at http://intpolicydigest.org/2013/04/24/history-of-economic-growth-in-
india/ (Last visited on August 3, 2017).
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World Bank offered help to India in exchange for economic reforms.’® After
the events of the early 1990s, the Indian economy transformed into major eco-
nomic power.

India has emerged as one of the fastest growing economies in the
world with its GDP projected to grow annually at the rate 7.6 — 7.7 percent in
2015." India in recent decades begun to return as a global economic power,
and this process has accelerated over the last few years.? After1991, India has
been in the top 10% globally in terms of economic growth.>> While many chal-
lenges remain, reducing poverty remains a priority.>* The primary challenge
for India is to sustain this growth while diversifying and growing its eco. This
requires constant reforms and policies that sustain continuous growth in India
at a steady rate.

With 1.2 billion people, and the world’s fourth-largest economy,
India’s recent growth and development has been one of the most significant
achievements of our times.*® Over the six and half decades since independ-
ence, the country has brought about a landmark agricultural revolution that
has transformed the nation from chronic dependence on grain imports into a
global agricultural powerhouse that is now a net exporter of food.”” Life expec-
tancy has more than doubled, literacy rates have quadrupled, health conditions
have improved, and a sizeable middle class has emerged.*® India is now home
to globally recognized companies in pharmaceuticals, steel, information and
space technologies, and a growing voice on the international stage that is more
in keeping with its enormous size and potential.* India is uniquely in its place-
ment to drive global poverty reduction.®® The country is home to the largest
number of poor people in the world, as well as the largest number of people

O Id.

St Aseem Chawla et al, The Year in Review: India an Annual Publication of the ABA/ Section
of International Law, 50 INT’L LAW. INTERNATIONAL LEGAL DEVELOPMENTS YEAR IN REVIEW 620,
(2016).

Grewal, Malhotra & Ahmed, Inclusive Growth in India: Past Performance and Future
Prospects, THE INpDIAN Economy REVIEW (January 3, 2011) available at http://www.theindiae-
conomyreview.org/article.aspx?aid=76&mid=4 (Last visited on August 3, 2017).
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5 Growth in India, THE WORLD BANK, available at http:/web.worldbank.org/WBSITE/
EXTERNAL/COUNTRIES/SOUTHASIAEXT/EXTSARREGTOPMACECOGRO/0,,conte
ntMDK:20592481~pagePK:34004173~piPK:34003707~theSitePK:579398,00.html (Last vis-
ited on May 12, 2012).

Overview, THE WORLD BaNK, available at https:/www.worldbank.org/en/country/india/over-
view (Last visited on October 31, 2016).
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Onno Ruhl and Ana Revenga, Five Key Drivers of Reducing Poverty in India, THE
WorLD Bank IN INpia (July 2016) available at http://documents.worldbank.org/curated/
en/885611471338948590/pdf/107845-NEWS-PUBLIC-WBNewsletterJulyLR.pdf (Last vis-
ited on August 3, 2017).
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who have recently escaped poverty.®' Despite an emerging middle class, many
of India’s people are still vulnerable to falling back into poverty.*

However, the GDP value of India represents 3.34 percent of the
world economy.®® India has made significant progress in the last two decades
and is now counted amongst the world’s leading emerging markets.** The first
set of reforms implemented in the early 1990s marked India’s arrival on the
global economic map and made India a key destination for international in-
vestors and companies.®® This growth has led to a rise in India’s global stand-
ing and has radically improved the country’s socio-economic indicators.*® To
spur economic growth, India increased focus on exports, non-factor and labor
services.®” This translated into increased capital inflows and foreign direct in-
vestment (FDI).®® Foreign investment in India increased from a meagre $132
million in 1991 to a peak of $43 billion in 2008.%° The country was lauded in-
ternationally for its reduction and rationalization of tariffs and removal of non-
tariff barriers.”® The average tariff on consumer goods was reduced from 153
percent in 1990 to 25 percent in 1997.”' These reforms led to deeper integration
of the Indian economy with the global economy.”” The share of merchandise
trade has risen since 1991 and a dramatic transformation of services trade has
occurred.” India emerged as one of the most attractive destinations for FDI, as
well as an important source of FDI outflows.” Looking to the future, India will
continue to achieve constant economic growth with the significant effects on
the world economy.

A. ROLE OF WORLD BANK IN INDIA

In this section will concentrate on the impacts of the World Bank’s
loan policy on India. India joined the World Bank in 1944 and sits among its
oldest members.” The World Bank has supported India since independence by

o' Id.

2 Id.

India GDP, TraDpING EcoNowmics, available at http://www.tradingeconomics.com/india/gdp
(Last visited on November 2, 2016) (GDP is reported by the World Bank).

Husain Haqqani, India and the Global Economy, HuDSON INSTITUTE, 4 (July 2014) https:/www.
hudson.org/content/researchattachments/attachment/1420/indiaandthe global economy
hudson.pdf.
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India and the World Bank Group, (2016) available at http:/www.indiaonestop.com/world-
bank.htm (Last visited on on October 31, 2016).
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giving large loans to India for economic development.’”® As mentioned above,
India is the largest recipient of loans from the World Bank, amounting to $102.1
billion, between 1945 and 2015 (as on July 21, 2015).77 The International Bank
for Reconstruction and Development, a part of the World Bank group, has lent
India $52.7 billion, and the International Development Association, a mul-
tilateral concessional lender of the World Bank, has loaned $49.4 billion to
India over the last 70 years.”® In a statement released by the Indian Embassy,
Indian Finance Minister Arun Jaitley stated that he appreciated the support of
the World Bank for the many significant achievements India has made in its
development process.” He gave special mention to the assistance World Bank
has given to India in the development of infrastructure such as electric power,
transport, communication, irrigation projects, and the Indian steel industry.*

At present in India, the World Bank works in close partnership
with the Central and State Governments.®' The World Bank also works with
other development partners: bilateral and multilateral donor organizations, non-
governmental organizations (NGOs), the private sector, and the public includ-
ing academics, scientists, economists, journalists, and local people involved in
development projects.®? India’s Finance Minister Arun Jaitley, in his meeting
with World Bank President Jim Yong Kim, acknowledged the long-standing
and mutually beneficial relationship between the World Bank Group and India
since its inception, and called on the Bank to work together with the member
countries to explore innovative financing solutions.®®> The Country Strategy
lays out the World Bank’s work plan in India.®* The Country Strategy for India
is closely aligned with India’s own development priorities and describes what
kind of support and how much can be provided to the country over a period of
approximately four years from the World Bank.®* For example, the Country
Strategy for India for 2009-2012 aligned with the government’s Eleventh Five
Year Plan,? focusing on helping the country fast track the development of
much-needed infrastructure, support the seven poorest states, and respond to
the 2009 financial crisis.*” The World Bank Group’s Partnership Strategy for

MUKHERIJEE, supra note 5.

MALLAPUR, supra note 7.

® Id.

PTI, India ready to take larger share in World Bank: Jaitley, THE TIMES OF INDIA, October 6,
2016, available at http:/timesofindia.indiatimes.com/business/india-business/India-ready-to-
take-larger-share-in-World-Bank-Jaitley/articleshow/54711765.cms (Last visited on August 3,
2017).
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Charles Kellering, Economic Development in India and Role of World Bank, UK Essays,
March 23, 2015, available at https://www.ukessays.com/essays/economics/economic-develop-
ment-in-india-and-role-of-world-bank-economics-essay.php (Last visited on August 3, 2017).
8 Id.
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KELLERING, supra note 81

8 Id.

8 Id.

8 Id.

October - December, 2017



REFORMING THE WORLD BANK TO TRANSFORM INDIA 653

India (2013-17) will help India lay the foundations for achieving “faster, sus-
tainable, and more inclusive growth” as outlined in the government’s 12th Five
Year Plan.®® The World Bank Group will support India with an integrated pack-
age of financing, advisory services, and knowledge.® During the World Bank
financial year (July 2013-June 2014), funding for India was $5.2 billion ($2.0
billion in International Bank for Reconstruction and Development (IBRD),
$3.1 billion in International Development Association and $0.1 billion in Clean
Technology Funds across 16projects.”® The World Bank has been lending funds
to India for rural and urban development projects related to transport, water and
irrigation, health, power, and agriculture.” Water, sanitation, and flood projects
in India received the most World Bank funding (27%), followed by finance
(19%), transportation (18%), education (11%), public administration and law
(10%), agriculture (8%), health and social service (4%), information and com-
munication (2%), and energy and mining (1%).”

India now stands at a critical juncture.”® It needs massive invest-
ments to create the jobs, housing, and infrastructure to meet its people’s soaring
aspirations.”* Growth that lifts all boats will be key, for more than 400 million
of its people—or one-third of the world’s poor—still live in poverty.”> Also, many
of those who have recently escaped the direst deprivation remain vulnerable to
falling back.’® For example, support to the nutrition program of India’s children
- whose well-being will determine the extent of India’s much-awaited demo-
graphic dividend — will call for concerted attention.”” The World Bank Group
is a vital source of financial and technical assistance to the Indian development
and in transforming Indian economy into a robust economy; therefore, it im-
portant for the World Bank to provide more assistance for the better results.

B. REFORMING OF THE WORLD BANK TO
TRANSFORM INDIA

As of 2017, India is the world’s fastest growing major economy.’®
However, to stay ahead of its peers and to remain on a high growth trajectory on

Projects & Programs, THE WorLD BANK available at http:/www.worldbank.org/en/country/

india/projects (Last visited on October 31, 2016).
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a sustainable basis, incremental and reactive reforms are not enough.”® There
is a need to reform international institutions such as the World Bank to support
India’s economic growth. Two World Bank reforms will transform the Indian
economy; placing fewer conditions on loans from the World Bank to India and
India gaining greater voting power in World Bank affairs. These reforms will
improve the business environment; liberalize FDI; boost both public and pri-
vate investment in infrastructure; quickly resolve corporate disputes; simplify
taxation, and lower corporate taxes in India.'” In addition, these reforms will
reinforce the credibility, effectiveness, and legitimacy of the World Bank.!"!

1. World Bank Loan Conditionality

The World Bank receives oversight on its lending projects at regu-
lar intervals by the IF1.12 Over many decades, the World Bank has been a leader
in providing financial assistance to developing countries, especially since the
1960s.1% However, the World Bank’s traditional lending strategy is outdated,;
now is the time for the World Bank to take the lead in raising grant money, set-
ting priorities for collective action, and deploying resources to address global
public needs.'™ The World Bank should change its lending strategy, from one
of condition-based aid to one of development partnerships.'® The general criti-
cism of the conditions policy imposed by the World Bank is that the conditions
interfere too much in the economic management of developing countries.!%
The World Bank often attaches loan conditions based on what is termed the
‘Washington Consensus,” focusing on liberalization—of trade, investment and
the financial sector—, deregulation and privatization of nationalized indus-
tries.'”” Often the conditions are attached without due regard for the borrowing
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countries’ individual circumstances and the prescriptive recommendations by
the World Bank fail to resolve the economic problems within a country.'%

Each of the World Bank Group organizations operates according
to procedures established by its articles of agreement, or an equivalent gov-
erning document.!” These documents outline the conditions of membership
and the general principles of organization, management, and operations.!
However, the World Bank’s Articles of Agreement neither specifically provide
for conditions in its lending policies nor define conditionality in the Bank’s
operational policies or legal framework.""" Rather, the World Bank imposes
lending conditions through “structural adjustment” programs.!’> Structural
adjustment is “the process by which the IMF and the World Bank base their
lending to underdeveloped economies on certain conditions, pre-determined
by these institutions.”!® The pre-conditions concern the drafting and imple-
mentation of economic policies that are acceptable to the institutions them-
selves.!"* For example, the World Bank granted a loan to Bolivia in 2004 — 2005
on the condition that they privatize some of their water and sanitation servic-
es.!’® Bolivia sold the water and sanitation industries to a private consortium,
financed by the IFC, a branch of the WorldBank.!"®* When the people of Bolivia
started complaining about sharp price increases due to privatization, the coun-
try was forced to turn to the ICSID (a branch of the World Bank) to dispute the
situation.'”” This is a common scenario; the World Bank dictates the conditions
of the loan to a country; demands certain economic policies be enacted (i.e.
privatization of certain services); and governs the dispute settlement process.!®
Critics argue that these type of conditions have not worked and sometimes have
done more harm than good.!”” Some also argue that loan conditions are merely
an attempt to impose Western free-market policies on developing countries
where they are neither appropriate nor desired.'?
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All conditions that have attracted criticism of the World Bank’s
operations are in the actual loan agreements instead of the articles of agree-
ment.'?! Those agreements are binding on both parties, and although enforce-
ment in cases of nonperformance can be problematic, there is no question that
their provisions constitute treaty commitments.'?? Treaties create legal rights
and duties, and it is this obligatory aspect that makes them part of international
law.!® The basic principle regarding the observance of treaties pacta sunt serv-
anda, finds its place in the Vienna Convention: “Every treaty in force is bind-
ing upon the parties to it and must be performed by them in good faith.”>* No
country is required to take a loan from the World Bank (IBRD or IDA), in that
respect loan conditions are not binding on the World Bank members — but once
they accept them in the form of a loan agreement, then they do become binding.
The articles do not indicate that member countries are required to take certain
actions merely by their membership in the organization(s) but that does not,
speak to conditionality of the sort that is widely discussed in the literature and
in popular discourse.

In addition, imposing conditions on the rights of member coun-
tries to borrow money from MDB’s, the MDBs violate the sovereignty of those
member countries, and in particular, the principle of self-determination.'?
Conditionality is often seen as infringing on the sovereignty of borrowing
countries because the World Bank force countries to adopt policies that are
not in their best interests.'?® In addition, there are concerns that agreements on
conditionality are reached in nontransparent discussions between small groups
of government officials and World Bank representatives without due considera-
tion and participation by stakeholders, including civil society.'?” Multiyear and
multi-tranche operations have been used to demonstrate country commitment
and to lock in reforms through conditionality covering future actions.!?® It is
largely this type of ex ante conditionality that has given rise to corrosion of
sovereignty.!?

In doing so, the MDBs themselves act inconsistently with set-
tled principle of international law- for example, the principle of state sov-
ereignty enshrined in Article 2(1) of the U.N. Charter and the principle of
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self-determination of people, set forth in (among other places) Article 1 of the
International Covenant on Civil and Political Rights.!** Moreover, to the extent
that loan conditions imposed by MDBs require a government to adopt eco-
nomic and financial policies, contrary to those adopted by the people of that
country, the MDBs encourage governments to act inconsistently with the prin-
ciples of participatory governance reflected in Article 25 of the ICCPR.!!

The World Bank’s direct impact on developing countries mani-
fests not only through the conditions imposed on loans, but the World Bank
also exerts tremendous influence over other donors who accept their assess-
ments and criteria for allocation of aid to other developing countries such as
India.’*? For example, many donors stopped fresh aid packages to India, and
indicated they would not support any Indian proposal to borrow from lend-
ers such as the IMF and World Bank because of India’s nuclear tests in 1998
and the Gujarat Riots of 2002."** In response, Indian Finance Minister Jaswant
Singh decided to stop accepting assistance from several countries in 2002 be-
cause of the overt influence of the World Bank.3* The Indian government an-
nounced it would repay bilateral credit to 15 countries aggregating $1.6 billion.
Additionally, in 2008 India dropped a proposal to borrow from the World Bank
after China objected to a Rs. 11,000 crore loan to strengthen electricity dis-
tribution and transmission in Arunachal Pradesh and Sikkim.'*® As just these
few examples demonstrate, evaluating the experiences of recipient countries
in adhering to these prescriptive recommendations form the influence from
the donor countries can detrimentally affect developing countries in significant
ways and are not an appropriate approach to strengthening the economies of de-
veloping countries.3® The use of financial advantage is not a substitute for weak
domestic institutions or feeble political will."”” What is necessary is a more
radical approach in which the World Bank cedes developing countries greater
control over the use of aid, within the framework of democratic ownership.!*

Unfortunately, the World Bank does not seem to be undertaking
necessary reforms at a desirable pace.'* In fact, as a signatory to the Paris
Declaration (2005) on aid effectiveness, the World Bank committed to in-

130 HEeap, supra note 23.

131 Id

32 The World Bank and Aid Conditionality: The Need for Change, The Reality of Aid,
ReALITY CHECK, 4 (October 2012), available at http:/www.realityofaid.org/wp-content/up-
loads/2013/02/RealityCheck OCT2012.pdf (Last visited on August 3, 2017).

13 Shaji Vikraman, In fact: India’s dealings with World Bank, IMF conditions, THE INDIAN
Express, November 4, 2015, available at http:/indianexpress.com/article/explained/in-fact-
indias-dealings-with-world-bank-imf-conditions/ (Last visited on August 3, 2017).

134

10

13 ReALITY CHECK, supra note 132.

7 1d.

138 1d.

% 1d., 5.

October - December, 2017



658 NUJS LAW REVIEW 10 NUJS L.Rkv. 643 (2017)

crease recipient countries’ ownership of development aid as well as align and
harmonize aid flows under recipient countries’ leadership.** The Bank has re-
newed this commitment by signing the Accra Agenda for Action (2008) and
endorsing the Busan Partnership (2011) which built on the principle of demo-
cratic ownership.'#!

They have not only failed to fulfil the commitments they made
in Paris and Accra, they have even failed to follow through on their very own
guidelines of democratic ownership.> A 2009 ‘review of the World Bank’s
development policy lending and poverty and social impact analysis’ has failed
to erase misgivings over the Bank’s imposed conditionalities, casting legiti-
mate doubts as to their willingness and sincerity.* The World Bank has the
capacity to lead this thinking among IFIs and initiate concrete reforms. While
these changes may not appear too difficult, implementing them requires politi-
cal will.'*

Most observers agree that conditionality related to procurement,
financial bookkeeping, auditing, environmental issues, resettlement, and or-
ganizational change is necessary if development projects are to have effectively
implementation.'* In fact, such conditionality has always been a part of de-
velopment assistance, and some conditionality is in response to advocacy by
NGOs with respect to environmental issues and indigenous peoples’ rights.'*¢
IFIs generally agree that policy and institutional conditionality is most effec-
tive when it supports reforms on which the country is already taking the lead
and that it is ineffective when there is little or no political will to undertake the
reforms.'¥’ At the same time, IFIs face the challenge of assessing whether a
country’s proposed reforms really address the key policy distortions hampering
equitable (pro-poor) growth and whether the borrower is genuinely commit-
ted to reform."*® Without such reform the development objectives supported
by the lending cannot be achieved—hence the conditionality.'* India recently
opposed conditions on environmental and social standards sought by the World
Bank for lending, because such provisions would end up increasing the cost of
doing business with the World Bank.'** In a Statement by Indian Minister of
Finance Arun Jaitley said:
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“the present Government is following the approach of
‘Reform to Transform India’ through far reaching structural
reforms to foster strong and sustainable growth. Measures,
inter alia, to enhance infrastructure investment, incorpora-
tion of Bankruptcy law, improve business climate and sig-
nificant tax reforms such as GST are being pushed forward.
The Government is taking steps to reform institutions, sim-
plify procedures and repeal obsolete laws. A progressive and
non-adversarial tax regime incorporating best international
practices is being put in place. Initiatives such as Make-in-
India, Startup India - Standup India, Mudra bank and Skill
India are focused at encouraging innovations, entrepre-
neurship and job creation. At the same time, novel welfare/
social security schemes have been implemented to improve
social outcomes. A new crop insurance scheme with attrac-
tive premium charge has 6 been launched to protect farmers
from income losses due to crop failures. The scheme protects
farmers from losses due to crop failures. The Government
is leveraging digital technology to ensure that all eligible
persons are included under the direct benefit transfer pro-
gram. Accordingly, the AADHAAR (unique identification)
system with statutory backing will form the backbone for tar-
geted delivery of financial and other subsidies, benefits and
services.”"!

According to advanced estimates, GDP growth in 2015-16 at-
tained level of 7.6 per cent, higher than 7.2 per cent in 2014-15.12 According
to the Economic Survey 2016— 17, economic growth has been pegged between
6.75% and 7.50% for FY18.13 The Gross Fiscal Deficit (GFD) of the central
government at 3.9 per cent in 2015-16 was met by recovering higher tax and
non-tax revenues without reducing planned spending or reducing allocation for
pro-poor schemes, thereby underpinning the quality of fiscal consolidation.**
Despite the additional burden of pay and pensions on account of 7th central pay
commission and defense pensions, the government attained GFD target of 3.5
per cent in 2016-17 as per the medium term fiscal framework. Gains from low
commodity prices, mainly oil, the current account deficit (CAD) was contained
at 1.3 per cent of GDP in 2014-15 and remained stable 1.4 per cent by end of
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2015-16.1 India is also poised to become a digital economy with the “Digital
India” initiative, targeting to create digitally empowered citizens.'*® For this in
July 2017, a key tax reform “Goods and Services Tax” (GST) is implemented."’
Also, India climbed to rank 130 in Ease of Doing Business 2016 from 142 in
2014.1%8

This shows that India is genuinely committed to reform and de-
velopment, encompassing many of the conditions the World Bank seeks to im-
pose. Therefore, there should be a balance with no more conditions than are
necessary for the development India is already moving in the right direction.

2. Voting Power Changes

The allocation of votes (and subscriptions) in the IBRD and the
IDA reflect mainly political and economic considerations. The capital structure
and voting rights at the World Bank have shifted over the years, but the basic
pattern of dominance by the developed countries generally, and the US specifi-
cally, remains in place.’® Voting share is based on the shares a given country
holds, which is in turn based (loosely) on economic size.'®® The World Bank
employs a dynamic formula, using economic weight (based on GDP) and de-
velopment impact, to determine countries’ shareholding and thus voting power
in the Bank.'"!

A closer look shows developed countries will continue to over-
whelmingly dominated the World Bank.!®? For example, traditionally the ap-
pointment of the World Bank and IMF chiefs are from the U.S. and Europe
respectively, while Japan appoints the head of the Asian Development Bank,
reflecting the dominance of industrialized countries in the funding and voting
rights of the institutions.'®> Non-borrowing, high-income members currently
control 62 percent of the votes at the World Bank.'** Yet developing countries
represent over 80 percent of the world’s population and the Bank’s member-
ship; are where almost all of the Bank’s activities take place; and, through loan
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repayments, are the main financial contributors to the Bank.!*> High-income
countries are set to hold onto over 60 percent of voting power across the World
Bank Group for at least the next five years.!*® Middle-income countries — in-
cluding global powers such as India, China, and Brazil — are stuck to control-
ling roughly 33 percent of the votes. Low-income countries languish on just 6
percent of the vote across the different institutions of the World Bank.!¢” There
are unknown legal grounds that India could use — based, for instance, on char-
ter provisions or on general rules of international law — in an attempt to force
the IBRD or the IDA to grant more voting shares to India. However, some of
the grounds are discussed below in the paper. However, it is clear inadequate
reform stunts the Bank’s legitimacy, limits its capacity to serve the interests of
developing countries, and violates democratic principles.'®

India’s Finance Minister, Arun Jaitley, has indicated India is
ready to take on a larger share of World Bank governance based on its eco-
nomic expansion.'” Increasing the power of developing countries in World
Bank governance would increase their ownership of the policies advocated by
the Bank, as well as the relevance and impact of the Bank’s policies to devel-
opment.'” Developing countries clearly support the role of the World Bank in
global development and increasing their role in World Bank governance would
increase its” importance.'”!

Pressing for more changes favorable to developing countries will
perpetuate their involvement and engagement in international organizations.'”?
Encouraging developing countries to participate in international organizations
give their views and concerns a voice, scarified by retrenching and withdraw-
ing.!” This notion of having an international voice warrants some elaboration.'
The charters of the World Bank and IMF have provisions ensuring represen-
tation of member countries in the key decision-making institutions of the or-
ganizations, especially when decisions directly affect member states.!”” Beyond
that, the World Bank and IMF have organizations in which the vast majority
of participants are developing countries."”® Even though the power in the World
Bank and IMF remains predominantly within developed countries, the voice of
developing countries in these bodies is growing quite loud."”” However, even

15 BRETTON WooDSs PrROJECT, supra note 10.

166 Id

167 Id

168 Id

19 PTI, supra note 79.
GRIFFITH-JONES, supra note 30, 1.
Id, 2.

172 HeAD, supra note 23, 32.
173 Id

174 Id

175 Id

176 Id

177 Id

170

October - December, 2017



662 NUJS LAW REVIEW 10 NUJS L.Rkv. 643 (2017)

with its faults, the World Bank and IMF give developing countries a forum to
express their concerns and frustrations on an international level, which un-
doubtedly would go unheard if these institutions did not exist.!” The increasing
significance of developing countries on international trade and finance would
seem to argue in favor of broadening their influence, particularly India because
of its growing economy and population.

3. India’s Position on Reforming the World Bank

India continually believes that by redressing the World Bank ar-
chitecture, may achieve a lot."”” In April 2017, Indian Finance Minister Arun
Jaitley said:

“We support Selective Capital Increase (SCI) to bring about
voice reform to ensure higher representation to the under-
represented and support the use of the dynamic formula
based allocation. A minimum 50 per cent increase in histori-
cal average of $24 billion per annum in the case of the IBRD
and a 100 per cent increase in case of IFC (International
Finance Corp) would be quite necessary to make the World
Bank deliver a commitment level of $100 billion a year to
make it play a meaningful and leadership role in global de-
velopment landscape.”*°

For this to happen, India has demanded a fundamental reform of
voting structure, an absolute necessity for the credibility and legitimacy of the
World Bank.'®!

In addition, India wishes that the U.N. takes lead in the coordina-
tion of economic and trade matters with the IMF and the World Bank close
cooperation, and remains valid in its suggestion on the reform of IMF and the
World Bank.’®? By reinforcing the importance of the U.N. in these matters,
India has obviously addressed the problem of democratic deficit in the finan-
cial architectures and has tried to ensure that the U.N. decision-making, which
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is based on sovereign equality of members (against weighted voting of IMF
and the World Bank), guides these institutions.'** By doing so, the Indian posi-
tion has been ensuring that the letter and spirit of the relationship agreements
between the U.N. and the World Bank, especially, upheld by the respective
memberships.#*

Moreover, India recently opposed conditions on environmental
and social standards sought by the Bank for lending.!® In the reckoning of the
Ministry of Finance, such provisions would end up increasing the cost of do-
ing business with the Bank."*® The overall environmental and social safeguard
processes both for the World Bank and the International Finance Corporation
are excessively complicated.’®’ These proposals, echoed by several other devel-
oping countries, face stiff opposition from industrialized countries and it may
not be an exaggeration to anticipate that there will hardly be any improvements
in this regard.'®®

4. Consequences of not Reforming the World Bank and
Increasing Significance of the Banks Partnered by India

There has always been an excuse for putting off reform.'® For
a long time, it was the Cold War, more recently “the unipolar moment” con-
vinced neoconservatives that America could run things alone, but now calls for
change are constant and fast.!”® Not reforming the World Bank has led to the
creation of some regional banks such as the New Development Bank (NDB),
created in mid-2014 by the governments of Brazil, Russia, India, China and
South Africa (BRICS)."! It will have a large capital contribution — initially of
US$50 billion — from BRICS countries and can grow up to $100 billion with
contributions from other countries.'? India will chip in with $18 billion.!*
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The NDB will fund investments in infrastructure and sustainable
development on a significant scale.!”* The NDB will provide a valuable addi-
tion to the existing network of multilateral, regional, and national development
banks. More localized institutions seem to perform far better in supporting pro-
ductive development through infrastructure investment because they closely
interact with national development banks, which have far greater local knowl-
edge.' Similarly, national development banks can operate better if they have
the financial and technical support of multilateral banks — the kind of support
that the NDB will offer.!”® The NDB’s existences clearly strengthens the voice
of developing and emerging economies in the development finance architec-
ture, as well as provide much needed additional finance.'’” As the NDB contin-
ues to grow and operate, the World Bank will have to take notice of its global
economic success and should reward these countries by granting them greater
share in the World Bank.

Globalization’s increasingly unfettered flow of information, tech-
nology, capital, goods, services, and people has helped spread opportunity and
influence everywhere.!”® Globalization has also had other interesting effects:
2011 empirical analysis found BRICS countries allocate aid to developing
countries with weak institutions and governance, which the World Bank per-
ceived as too risky to finance.!”” BRICS Bank would be a complement, not a
substitute, for existing financial institutions in both the public and the private
sector.2’ The BRICS Bank existence would also strengthen the voice of devel-
oping and emerging economies in the development finance architecture.?”!

ADB supports India’s vision of faster, more inclusive, and sus-
tainable growth and has been a partner in its development efforts. India is now
the top borrower of ADB’s loans from Ordinary Capital Resources.?> ADB
assistance also supports the Indian government’s India’s evolving priorities
through its partnership strategy, backing India’s Twelfth Five-Year Plan priori-
ties of “faster, more inclusive, and sustainable growth.”?% In line with the guid-
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ing principle that multilateral development partners add value beyond tangible
investments, ADB builds in innovations and best practices in project design
and implementation.?®* In its Asian Development Outlook 2015, the Manila-
based multilateral lender predicts India’s gross domestic product will expand
7.8% in the fiscal year that starts next month.?*® That is well above the ASB’s
expectation of 7.2% GDP growth in China this calendar year.?%

The increasing significance of the BRICS Bank and ADB coun-
tries to international trade & finance would see to augur in favor of broadening
the influence that India has in the operations of all the global economic organi-
zations such as the World Bank. For example, Emerging and developing coun-
tries have significantly increased their weight in global GDP and especially in
global economic growth; in particular, they have been responsible for most of
the growth in the world economy since the 2007-2008 crisis.?’” Perhaps most
important in the context of this paper, some emerging and developing econo-
mies have accumulated very large long-term foreign exchange assets, which
they have typically placed in Sovereign Wealth Funds.?*® The share in the world
total, as well as the absolute level of foreign exchange reserves that emerging
and developing countries have accumulated, has also grown remarkably in the
last decade.?® However, a large part of these resources are invested in devel-
oped countries, with relatively low yields.?® This shows these countries are
capable of handling the World Bank funds in a better way, if right balance of
conditions and more share are given.

5. India as a Donor

The emergence of developing-developing cooperation has un-
doubtedly changed the development landscape, with former aid recipients like
China and India now increasingly assuming donor roles.?! India is considered,
together with China, as one of the two “heavyweights” among the new donors
and their lending activities are rapidly expanding.?'? For instance, India recently
gave a $1 billion loan to Bangladesh for infrastructure development® and in
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2003; India’s foreign exchange reserves had topped $100 billion.?* Additionally,
India repaid $3 billion ahead of schedule to the World Bank and IMF in 2002-
03, and then became an IMF creditor, signaling India was aspiring to be a
global player.?”® The Indian government also insisted that negotiations for new
loans to India take place in New Delhi rather than in Washington.?'¢

Between 2003-2004 and 2010-2011, India provided $5.1 billion in
lines of credit, of which $3.3 billion went to Africa, $1.8 billion to South Asia,
and $131 million to Caribbean countries.?’ In May 2011, India announced it
would lend an additional: $5 billion in new low-interest loans over the next
three years to African states; $1 billion for education, railways, and peacekeep-
ing efforts, a huge increase from the $2.1 billion to its South Asian neighbors
in grants and loans; and $346 million to other developing countries.?'® India has
been among the top five donors to Afghanistan: it donated $1 billion from 2002
to 2010 and announced another $500 million donation in 2011.*"° This low or
no conditionality approach is to a great extent risk free for new donors because
they tend to resort to other means, instead of credit conditions, to secure credit
repayments.??° They often demand borrowers to award investment contracts to
companies from their own countries or accept natural resources as collateral
for their loans rather than insisting on fiscal rectitude.?” It could ask for less
reform to remain competitive in the international loan market. The increas-
ing significance of India as a donor to the other countries would see to augur
in favor of broadening the influence that India has in the operations of all the
global economic organizations. By becoming a donor India understands how
to use the funds and what conditions are necessary for the proper use of funds
received form the World Bank. Because India as donor also lends money for
with the right balance of conditions.

6. Suggestions

The World Bank has a mandate from its shareholders to provide
both sophisticated analysis and effective financing to address global issues such
as those discussed in this paper.??? Successful reform of the World Bank will go
a long way toward improving its capacity to address global issues of develop-
ment. The following suggested reforms are for the World Bank:
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a. Conditions Placed on World Bank Loans Need to
Modification Because:

India has always intended to bring reforms with in the country
by having strong polices and committed to improving its economy. The World
Bank interferes in the policymaking regarding the development of the countries.
As I discussed above, this leads to the violation principle of state sovereignty
enshrined in Article 2(1) of the U.N. Charter and the principle of self-determi-
nation of people, set forth in (among other places) Article 1 of the International
Covenant on Civil and Political Rights. India has experienced one of the fastest
growing GDP rates globally for the last 20 years. These changes are permis-
sible under the constitution of the World Bank. The World Bank conditions are
not binding under the article of agreement. However, the World Bank imposes
conditions under the loan agreements and these conditions should be eased out.

b. Developing Countries should be given More Voting Power in
World Bank Affairs Because:

“The change in voting-power helps us better reflect the reali-
ties of a new multi-polar global economy where developing countries are now
key global players. In a period when multilateral agreements between devel-
oped and developing countries have proved elusive, this accord is all the more
significant.”??* India’s economy and population are among the largest in the
world. India provides strong arguments because of increasing significance of
BRICS Bank. India is also becoming a donor to the other countries.

¢. The World Bank and Member Countries Can Achieve These
Governing Changings by Implementing:

Under the dynamic formula impact, to determine countries share-
holding and thus voting in the World Bank. By using an alternative formula to
calculate voting share for example, increasing the power of developing coun-
tries in World Bank governance would increase their ownership of the policies
advocated by the Bank, as well as the relevance and impact of the Bank’s poli-
cies to development. By appointing chiefs from the developing countries. By
recognizing the contribution made by the developing countries to the world
economy.
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IV. CONCLUSION

Economics has changed the world order.?** Emerging economies
now account for more than half of global growth.??* The most powerful among
them need to a bigger say in international institutions.?? It is better to enlarge
the current body to include the world’s biggest dozen economies.??’” A G12, ex-
panded version of G 8, world bring India, Brazil, China and Spain into the club
while allowing Canada (just) to stay in.?*® Including India in G12, who did con-
stantly best in GDP growth in last 20 years, could be one of the potential shaper
of the 21* century. The shift in 21st-century economic power alone is justifica-
tion for rebalancing influence in the top economic institutions.”® However, it
will be difficult to figure out which bits of the global architecture need mere
tweaking, which need retooling or replacing—, and who should have the right
to decide.?*®

In this paper I argued that it is better to enlarge the current body
to include the world’s biggest economies such as India.?*' I gave an overview of
International Financial Institutions, especially the World Bank and identifies its
mission. In this paper I analyzed the major factors affecting the growth of the
Indian economy after independence. In this paper I discussed the impacts of the
World Bank’s loan policy on India. I argued for two World Bank reforms that
will transform the Indian economy 1) placing fewer conditions on loans from
the World Bank to India, and 2) India gaining greater voting power in World
Bank affairs. I also, discussed why it is necessary to undertake such a transfor-
mation. I analyzed as to why and how such reform needs to be affected. Further
in this paper I analyzed India’s position on these two reforms. Additionally, in
the paper I examined the consequences of not reforming the World Bank and
increasing significance of banks partnered by India. Finally, I provided sugges-
tions to reform the World Bank.
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