SY2VAN - 1AS

D badlusive Conebing la UPSC/OPSC WaLS

MODEL PRACTICE QUESTION (30.04.2025)

1. DISCUSS THE ROLE THAT MULTILATERAL DEVELOPMENT BANKS (MDBS) PLAY IN
ADDRESSING THE CONTEMPORARY GLOBAL ECONOMIC ISSUES. (ANSWER IN 150 WORDS)

Approach:

e In the introduction briefly explain the Multilateral Development Banks (MDBs).
e Elaborate on their role in addressing contemporary global economic issues.

e Conclude accordingly.

Answer:

Multilateral Development Banks (MDBs) are the institutions whose members include multiple
developed and developing countries, which have to fulfil certain lending obligations to
facilitate developmental objectives. It includes the World Bank, Asian Development Bank, New
Development Bank, the Asian Infrastructure Investment Bank etc.

MDBs’ role in addressing contemporary global economic issues:

e Driving developmental investments: MDBs provide loans and grants for projects that
create jobs, improve access to education and healthcare, and empower marginalized
communities.

o For example, the World Bank's International Development Association (IDA) offers
concessional loans and grants to low-income countries for programs aimed at poverty
reduction and social safety nets.

e Mitigating climate risks: Climate change poses a significant threat to global economic
stability and development, particularly for vulnerable countries.. MDBs promote
environmentally friendly practices by financing renewable energy projects, climate-smart
agriculture, and disaster risk reduction strategies.

o For example, the African Development Bank has'launched itslambitious "Green Growth
Strategy" to support African countries in transitioning to low-carbon and climate-
resilient economies.

e Debt sustainability and resilience: MDBs provide technical assistance to countries; invest in
training and capacity - building programs etc. to help them develop effective debt
management strategies and build economic resilience.

o For instance, the Asian Development Bank provides concessional loans and grants to
Asia's poorest countries, helping them achieve sustainable development and debt
sustainability.

e Global economic stabilization: MDBs play a crucial role in stabilizing economies and
mitigating the impact of financial crises. They often act as a safety net during the financial
crises.

o For example, during the 2008 Global Financial Crisis, MDBs provided a substantial $222
billion, underscoring their role as an international pillar stabilizing the global economy.

However, MDBs have been criticized for focusing on moving capital instead of achieving results.
Since there is no oversight or regulatory body over MDBs, questions are raised regarding the
effectiveness of their work. In this light, their effectiveness can be enhanced through increasing
engagement with the private sector, ensuring close coordination with the International
Monetary Fund to align the macroeconomic imperatives with SDGs.

By adapting to the evolving global context and continuously improving their approaches, MDBs
can play a pivotal role in fostering equitable and sustainable development worldwide.
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