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INTERNATIONAL FINANCIAL ARCHITECTURE

We very much welcome the way in which the financial architecture is being strengthened
and the role of the World Bank in this endeavor. We welcome the fact that we are not creating
new international institutions by merger or by any other mean. We are not changing the financial
architecture from the top down. What we see is a real concern on basic issues that eventually
may change the financial architecture from the bottom up.

Those basic and very important issues are related to:

•  Strengthening property rights. Better legal protection for investors including proper
enforcement of laws and regulations

•  Equality under regulations to complement the accepted principle of equality under the law

•  Protection of minority shareholding by strengthening corporate law.

•  Acceptance and use of proper standards of accountancy and auditing

•  Transparency and public information on a timely basis

•  Strict ethical standards for public officials and proper enforcement of those standards

•  Bankruptcy procedures that are fraud proof and carry fast resolution

•  Corruption should be fought with through more competitive markets and less unnecessary
regulations

•  Information is a valuable economic activity. Public resources should be allocated to create
and disseminate it.

•  Public expenditures reviews should concentrate on the efficiency in the expenditure of
public funds (which are in fact funds from the private sector)

•  Mergers and acquisitions laws and regulations should be enhanced as a way to improve
corporate governance and with safeguards that prevent excessive market concentration.

We also welcome the IMF’s Special Data Dissemination Standard, the code of good
practices on fiscal transparency and the code of good practices on transparency of monetary and
financial policies. In this terrain we think that the Bank involvement in leading the development
of best practice on insolvency regimes and the social dimensions of crises is very important.
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Once we have set up those principles a major challenge remains. The challenge is first
how to set measurable benchmarks for each of those general principles and second how to make
them operational in the context of Bank operations. We feel that those two issues should be the
subjects of future Bank reports.

However it is important to emphasize that the Bank should not become a general standard
setting agency nor a surveillance agency for borrowing countries. The Bank should only become
involved in these issues in the context of specific lending operations.

The Bank is also doing important work to understand the roadblocks to poverty
alleviation at the present stage of world development. It seems to us that the Bank should
distinguish clearly between absolute poverty and relative poverty, as the strategy to face those
two types of situations ought to be different. In fighting absolute poverty short run transfers and
heavy up-front investment in health and basic training may be the most rewarding while in
reducing income inequality (reducing relative poverty) investment in education and
strengthening social institutions may be the most appropriate instruments. We still feel that the
Bank in this attempt to cover lot of ground it looses some leverage.

INTERNATIONAL COMMERCE

We support the World Bank intention to launch an ample program to cover new trade
issues and activities related to international trade. Most countries have significantly reduced their
trade barriers and, in the last decade, the world trade has exploded. However, opening by
markets reducing price barriers is not enough, there still important challenges regarding the
implementation of the Uruguay Round Agreements on Agriculture, Customs Valuations, Anti-
Dumping and Trade Related Intellectual Property Rights.

We agree with the Bank’s agenda regarding trade in services. In this regard, institutions
should be strengthened and supervisory bodies should avoid regulatory failures. The trade
administration should also be revamped in many countries, streamlining processes, avoiding
false dumping claims, reducing burdensome bureaucratic procedures that foster corruption,
particularly in cross-border operations. In the same vein we support the effort to increase
transparency and competition in public purchasing and the strengthening of procurement
guidelines. We welcome the effort to generate information on the quantitative significance of
standards and regulations as a barrier to trade.

We think that the partnership of multilateral agencies (WTO, WB, IMF, UNCTAD, and
ITC) under the Integrated Development Framework for least developed countries is an important
initiative to avoid costly duplication and to promote institutional building. The presentation of a
large number of country programs is an excellent indicator of the importance of the initiative.
Surely, the CDF as an adequate management tool could be integrated in the overall strategy.

We are also pleased that the Bank is finally taking a look at the impact of trade policy of
industrial countries on developing countries. Subsidies made by governments of rich countries to
encourage the production of agricultural goods, have an inextricable link to poverty in
developing nations. Some types of support programs for their nation’s farmers, as carried today
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by developed countries, alter international market signals, interfere with the efficient allocation
of world resources, generate deadweight losses for themselves and, most important, affect
income in developing countries. It is necessary to promote diagnosis, analysis and action
addressing this.

In our opinion, the World Bank needs to increase its contribution in this area, alongside
the work being done by other multilateral institutions (World Trade Organization, UNCTAD,
etc.) We think the Bank should take this subject head-on and substantially strengthen its research
agenda on this key matter.

After all, it is the heart of the mission of the Bank to enhance world welfare via the
correct allocation of resources.
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