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Statement by H.E. Roberto Lavagna, Minister of Finance and Production of 
Argentina 

 
On behalf of Argentina, Bolivia, Chile, Paraguay, Peru and Uruguay 

 
 
I.  Global Monitoring Report: MDGs from Consensus to Momentum 
 
General Comments 
 
The main message of the Global Monitoring Report (GMR) is that 2005 is probably our 
last chance to achieve the MDGs by 2015. To achieve the goals in time, we need to scale 
up our global efforts for multilateral trade liberalization and to substantially increase aid 
in terms of quantity and quality. 
 
We agree with the GMR proposed five-point agenda. In fact, the proposed agenda is an 
extension of the two-pillar Bank strategy to combat poverty, in which the roles of 
developed and developing countries are well spelled out. The agenda asks the developing 
countries to invest in and empower the poor and to improve the ir investment climate for 
job creation and private sector- led growth. It also asks the developed countries to take the 
lead in dismantling barriers to world trade, which is an aspect of the investment climate, 
and to increase aid in terms of quantity and quality, which is key to scale up basic 
services delivery to invest in and empower the poor. These strategic directions should be 
framed in a country owned and led poverty reduction strategy, with which donors have to 
align their resources and around which they have to harmonize their policies and 
procedures. 
 
We find the report too focused on envisioning future scenarios instead of pointing out 
more clearly the insufficient progress achieved in key policies and actions that are the 
main responsibility of developed countries: the disappointing progress at the Doha Round 
so far and the dismal progress in improving the quality of aid, including very slow 
progress in harmonization, alignment, recurrent cost financing and stability of aid flows. 
 
While the GMR’s focus on the low-income countries (LICs) is appropriate, we are 
surprised to see that it makes only a brief reference to the evolution of the MICs in terms 
of progress toward the MDGs. 
 
In the future, the GMR should stress its role as the global vehicle to monitor the mutual 
accountabilities for development. In the end, what will maintain the credibility, trust and 
relevance of the GMR is its capacity to monitor progress (or lack of it) in the 
implementation of policies and actions toward the MDGs by developing and developed 
countries. Moreover, progress should be presented, insofar as circumstances allow, in 
terms of incremental gains or losses relative to the previous period of reference, to avoid 
repeating the aggregate graphs contained in the initial report. 
 



 2 

Spurring Economic Growth 
 
We totally agree with the report when it states that higher aid is insufficient by itself to 
spur and sustain higher growth. We consider that the actions taken by the countries, 
adapted to their own circumstances, are the main forces that support growth. We 
recognize that aid is very important and that it will help in this process, but we consider 
that the elimination of all the barriers that impede the least developed countries, and in 
particular the Sub-Sahara African count ries, to freely commercialize their products all 
over the world  is even more important than aid. The benefits to these countries derived 
from liberalization could be substantial and help to finance their own poverty reduction 
efforts. 
 
Realizing the Development Promise of Trade  
 
Multilateral, reciprocal, nondiscriminatory trade liberalization offers the best approach to 
supporting development and the MDGs. We expect an ambitious Doha Round outcome. 
In particular, given that two-thirds of the welfare gains from multilateral trade 
liberalization are derived from agricultural liberalization and more than half of the global 
gains are derived from the liberalization of industrial countries, any meaningful 
liberalization has to emphasize agriculture and industria l countries liberalization. 
 
We would like to highlight some of the findings of the overall trade restrictiveness index 
(OTRI), the most complete index of overall protectionism:(i) agricultural products are far 
more protected than manufacturing; (ii) middle- income countries face the highest 
agricultural barriers from OECD countries, with a 49 percent tariff equivalent overall 
restriction; and (iii) under the OTRI, the most difficult agricultural markets to access for 
low-income countries are Quad and other high- income OECD, with a 43 percent tariff 
equivalent versus 36 percent of protection imposed among them.  
 
The chapter on trade reform is well framed, but we would not have considered trade 
facilitation and trade liberalization equally important. We think multilateral trade 
liberalization is a necessary condition for poverty reduction, whereas trade facilitation has 
a potential only if the markets are open for developing countries’ exports. 
 
Aid and Aid Effectiveness 
 
Achieving the MDGs by 2015 requires that developed countries fulfill their Monterrey 
commitments to provide more and better aid. While developing countries have been 
working on their part of the deal, developed countries have shifted their priorities, 
crowding assistance out of countries that need the most help in achieving the MDGs. 
Recent levels of development assistance and near-term projections of these volumes fall 
short of what is estimated as necessary to meet the MDGs. While debt relief has received 
some attention, it alone is not enough. 
 
The report mentions that scaling up development assistance will only be effective if 
developing countries improve their capacity to absorb higher aid amounts. But not all 
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constraints to this capacity are equally binding. While some take longer to overcome, 
others, like inadequate public expenditure management systems, can be overcome more 
readily. Prioritizing and sequencing interventions across the range of constraints is 
necessary for an effective strategy for capacity building, as is alignment of pub lic 
investment with those priorities. Moreover, we should not lose sight of the fact that most 
LICs have sufficient capacity to absorb a significant scale-up of aid. 
 
The Poverty Reduction Strategy approach is growing and constitutes the enabling 
framework for growth and poverty reduction. However, in a situation of stringent budget 
constraints, the non- income dimension of poverty reduction should not cause a reduction 
of public investments, more so if low-income countries have a difficulty in attracting 
more foreign direct investment (FDI). 
 
Donors are becoming more performance-focused, allocating more aid to the best 
performers and to the poorest countries. We agree that a sharper performance-based focus 
by all donors could strengthen the overall quality of aid. At the same time, well-  
coordinated and appropriately sequenced and directed aid can be very effective. To this 
effect, progress on harmonization and alignment should be stepped up considering that 
the implementation of good practices in these areas has been slow and uneven. Progress 
in taking on ownership of the aid process by developing countries is continuous, and the 
use of country systems by donors could reinforce even more this trend. 
 
Strengthening and Sharpening IFIs Support 
 
We think the report falls short in presenting the responsibilities of the international 
financial institutions (IFIs) and in taking a more critical stance of their past behavior. 
Addressing these considerations would bring much more credibility to future reports. 
 
With respect to the World Bank, we think the Bank is overloaded with procedural 
requirements. Over the years, a number of activities have been added to the due diligence 
in bank projects – social and environmental safeguards, fiduciary requirements, 
participatory and consultative schemes –, which adds substantially to the cost of doing 
business with and within the Bank. A promising way out of this problem is to 
increasingly use the client country systems to deal with these issues, which not only cuts 
substantially the cost of doing business and scales up harmonization, but it also improves 
ownership and the development and institutional impact of Bank’s operations. We think 
future GMRs should systematically monitor progress in the use of country systems. 
 
The drastic contraction of lending to IBRD countries is mainly explained by the growing 
procedural requirements the Bank has been fulfilling in the last five years, which has 
significantly increased the non-financial costs of doing business with the Bank. IBRD 
commitments averaged US $ 15.5 billion from 1990 to 1997 before the Asian and 
Russian crisis and declined to US $ 10.9 billion from 2000 to 2004 after the crisis. IBRDs 
countries are increasingly using other sources of finance that are financially more 
expensive and with shorter maturities and can create additional debt problems in the 
medium-term. 
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There is strong rationale for the IMF to provide countercyclical funds vis-a-vis private 
sector flows to countries with sustainable macroeconomic frameworks that face liquidity 
crisis. Sound technical judgment is a prerequisite in this respect. The IMF should 
streamline its conditionality to focus on the fundamentals for a sustainable 
macroeconomic framework. Bail-outs that delay corrective measures and favor creditors 
with asymmetric information and power are harmful for borrowers and entail a reputation 
cost. 
 
Since ownership is a prerequisite for any successful reform, conditionality ex-post is 
better than conditionality ex-ante. It is clear that different countries undertook different 
strategies and got good results. IFIs should be humble enough to come to terms with this 
fact and streamline conditionality to a hard core that focuses on the basic elements of a 
sustainable economic framework coupled with zero tolerance to corruption and/or 
violations to human rights. 
 
On managing for results, the "attribution problem", a prerequisite for any rigorous 
approach to the issue, has been downplayed in the report. It has not been dealt with 
appropriately neither in country strategies nor in individual projects. If this issue is not 
tackled, the results-based frameworks increasingly used in Bank’s work will have little 
impact on accountability. 
 
 
II.  Financing the Development Agenda 
 
The main sources of financing development are domestic flows, aid, private external 
flows, and trade liberalization. The financing gap to reach the MDGs is so large that we 
have to use all sources of funds intensively. 
 
Since Monterrey, there has been continuous progress in fiscal adjustment in developing 
countries, but a significant financing gap persists. An ambitious Doha Round could 
benefit the global economy with a yield of US$ 95 Billion per year by 2015 from the 
liberalization of goods only, excluding dynamic gains and gains from services 
liberalization. 
  
The most recent calculation of aid needs, taking into account the domestic and trade 
efforts, is given in the recent Millennium Development Project, which states that annual 
development assistance should double to US$ 135 billion in 2006 – approximately 0.44 
percent of donors GDP (far below the 0.7 percent of GDP notional target for those 
countries) – and be further increased thereafter. 
 
Given the large remaining financing gap and the fact that the most recent studies show 
that absorptive capacity is not a binding constraint if aid is doubled during the next five 
years, we should act in all remaining fronts. 
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First, donor countries have to deliver on the promises already made after Monterrey. The 
delivery of the committed funds should increase the quality and effectiveness of aid 
going forward. Aid has to be predictable, aligned with country strategies, harmonized 
around client country delivery and evaluation systems, untied, and it should have the 
possibility of financing recurrent costs. Developed countries have to make an urgent 
effort to advance in all these quality aspects to ameliorate the lack of a significant scale-
up of aid to meet the MDGs. 
 
The innovative mechanisms of additional financing are all very welcome. 
 
We see much potential in the International Finance Facility (IFF) to front- load much 
needed funds to give significant push to the implementation of policies and actions to 
achieve the MDGs in the short term. We are surprised that some donors are not willing to 
subscribe the IFF because they cannot commit funds multi-yearly; meanwhile, they ask 
developing countries to have multi-year fiscal planning to improve expenditure and 
revenue management. We are eagerly expecting the pilot IFF results in order to scale up 
the IFF as soon as possible. 
 
A global tax mechanism is highly complementary to the IFF as it would produce a 
permanent stream of revenues over time. We are aware of the administrative and 
incentive difficulties that this proposal entails, but we see much potential in the proposed 
pilot of restricting the collection to an aviation tax that would bring benefits to both aid 
and the environment. 
 
We also welcome the proposed blending arrangements, which give more flexibility to the 
concessional element of aid flows while providing middle- income countries with an 
innovative mechanism of concessional financing to allow them to reach the MDGs and 
fight the pockets of poverty that remain in many of them. 
 
We also welcome the voluntary contributions, in particular the best practice they are 
developing for aid delivery with minimal bureaucratic requirements, and we certainly 
expect that they further increase, not only as a reaction to natural catastrophes but to 
reach the MDGs to combat poverty, which is the gravest permanent catastrophe of our 
time. 
 
Remittances are also an excellent non-bureaucratic way of increasing financing for 
development, but the Doha negotiations need to deliver robust results in the liberalization 
of labor services among developed and developing nations in order to scale up the impact 
of remittances. 
 
III.  Voice and Participation of Transition and Developing Countries  
 
Voice is a complex and multidimensional issue. 
 
Progress has been made in strengthening Executive Directors’ offices, and it is feasible in 
areas where the dialogue is mature enough for implementation, namely, higher 
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representation of nationals from developing and transition countries (DTC) in senior 
management positions, Board effectiveness, filling the gap between allocated shares and 
actual voting rights, and the increase in basic votes and membership shares to moderate 
levels. We can support those areas of the voice issue where there are good chances of 
reaching consensus. 
 
On the other structural issues, such as voting rights and capital structure of IBRD and 
IDA, and Board size and composition, we think progress is not mature enough to reach a 
consensual decision and, therefore, we are of the opinion that more dialogue is needed on 
these issues. 
 
We would concentrate our future dialogue on double majorities, a topic which has 
already proven to be good for increasing voice and participation in some Regional 
Development Banks. We ask the Bank to continue exploring ways of reaching consensus 
on this topic. However, most of the pending issues would require a simultaneous solution 
of the structural issues on the quota allocations in the IMF. Moreover, we think that 
deliberations on these issues are the exclusive realm of the authorities of the Bretton 
Woods Institutions (BWIs), and that there is no need for external consultations to arrive 
at fundamental decisions.  


