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This article deals with some problems that Multilateral Development Banks, which are set up in order to alleviate poverty and help increase the quality of life in third-world countries, are running in to. Complaints come from countries, economists, and watchdog groups that the funds of several MDBs are being mishandled.


The intent and purpose of a Multilateral Development Bank is twofold. They loan money at subsidized rates to developing countries, greatly helping them in their development. In exchange, they help the countries that fund the banks by pushing borrowing countries to lift economic barriers and support the operations of multi-national corporations. Between the five leading MDBs, they spent over 35 billion dollars in the last fiscal year to finance a variety of projects in developing countries, ranging from public transportation to health and education.


However, claims have been made that MDBs are short-changing their client countries and then expecting taxpayers in those countries to repay the borrowed money which they never received. Bribery has led to corruption within some of these banks, leading to unwise choices of projects or contractors. Another problem with some of the Multilateral Development Banks is that their blacklists are not shared. A company which is blacklisted from working for the World Bank may still contract with any of the four other leading MDBs, for instance, and the European Bank for Reconstruction and Development has never blacklisted a single corporation, despite widespread and publicized corruption in the countries it is supposed to support.


Recently, the United States has begun to demand higher levels of transparency and accountability from MDBs, as it contributes over a billion dollars per year to them. Richard Lugar, chairman of the Senate Foreign Relations Committee, has been stepping up the inquiry into the policies of these banks, calling for a change of incentive at the MDBs and greater transparency both within the banks and the governments of the countries borrowing money from them. Congress is also calling for universal anti-corruption policies and a shared blacklist, in an attempt to regulate the Multilateral Development Banks. In addition to eliminating waste and fraud, eliminating corruption within the MDBs will allow them to provide an example of honesty, transparency, and respect for human rights to the governments they are supporting.

While there is a current push in Congress to shine light on and remove corruption from Multilateral Development Banks, it is yet unknown whether the favorable responses that the United States has received so far will indeed cause changes in the way these institutions operate.
