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Chapter VI of the Monterrey Consensus,
“Addressing systemic issues: enhancing the coherence and
consistency of the international monetary, financial and trading
systems in support of development”

l. Introduction

1. The review session on chapter VI of the Monterrey Consensus was held from 11
(afternoon) to 12 March 2008. The meeting was chaired by H. E. Ambassador Maged A.
Abdelaziz of Egypt and H.E. Ambassador Johan L. Lovald of Norway. Mr. Sha Zukang,
Under-Secretary-General, Department of Economic and Social Affairs, presented
opening remarks. The session consisted of an initial panel discussion and an interactive
dialogue among all stakeholders. Panel presentations were made by Mr. Gerald
Anderson, Deputy Assistant Secretary, Bureau of International Organization Affairs,
Department of State, USA; Mr. Eduardo Galvez, Ambassador, Multilateral Affairs
Director, Ministry of Foreign Affairs, Chile; Mr. Masood Ahmed, Director, External
Relations Department, IMF; Mr. Mojmir Mrak, Professor of International Finance,
University of Ljubljana, Slovenia; and, Ms. Jiayi Zou, Executive Director for China,
World Bank. (The views of the panelists in response to questions from the floor are also
included in the section Il - Panel presentations). After the panel presentations, a policy
discussion took place among participants, including representatives of governments, as
well as institutional and non-institutional stakeholders.

I1. Panel presentations
a) Main goals, current trends and new challenges.

2. Systemic issues in the Monterrey Consensus are primarily about enhancing the
coherence and consistency of international monetary, financial and trading systems in
support of development as well as about global economic leadership and governance. In
this regard the systemic agenda should include two major broad issues: a) specific
policies and actions to further the development perspective in the monetary, financial,
and trading systems; and b) strengthening the voice and participation of developing
countries and countries with economies in transition in international economic decision-
making and norm-setting.

3. Strong economic growth and dynamic institutional change are essential for
development. The world has seen significant progress in this respect since the adoption of
the Monterrey Consensus. At the same time, trends are emerging leading to new
challenges which call for novel policy approaches and innovative measures.



4, Closer economic linkages have brought about significant economic benefits to
many countries and peoples. Rapid globalization, however, has also led to conflicts of
interest and to increased protectionist pressures. This implies new demands on and new
challenges to the global economic governance system. More attention should be paid not
only to promoting consistency of the macro-economic policies of developed countries but
also to the interaction of developing countries and developed country policies. There is
also a need for effective resource transfer to support achievement of the MDGs, a more
stable financial environment for developing countries and a sufficient supply of global
public goods.

5. New trends in the international economic landscape include: increased role of
emerging economies; substantial global current account imbalances; large accumulation
of foreign reserve holdings by a number of developing countries; the emergence of a new
type of financial crisis; build-up of excessive global liquidity; and increasing
marginalization of some international financial institutions, including the Bretton Woods
Institutions (BWIs).

6. The share of developing countries in the global economy has increased to over 50
per cent in purchasing power parity terms. In recent years, emerging economies have
been growing much faster than developed economies. Consequently, they strongly
influence global demand and international financial market developments. The exports of
emerging economies to other developing countries are growing faster than those to
developed countries. There has been some “decoupling” of emerging economies from
developed ones. However, decoupling does not mean disconnecting from globalization; it
is essentially the result of structural adjustment.

7. Emerging economies as a group are running a current account surplus. Those
countries, however, are not a homogenous group. There are countries with surpluses and
deficits in their current accounts. Unlike many emerging economies, most developing
economies have less than adequate savings.

8. In recent years current account imbalances have increased substantially both in
nominal terms and as per cent of GDP. The large current account deficit of the United
States has been accompanied by surpluses of Japan, emerging Asian economies and
several energy and other commodity exporting countries. Meanwhile, the balance-of-
payments adjustment process remains strongly asymmetrical. There is no real pressure to
adjust in the country with the largest current account deficit and debt, nor is there
effective pressure to adjust on countries with current account surpluses.

0. Global imbalances are largely the result of the globalization process where capital
is chasing supply of cheap labor. This is unsustainable in the long run. A sizeable
adjustment seems necessary to correct this since continuous devaluation in the largest
economy might not be adequate or desirable. China and East Asia are called upon to
lower their savings rate by stimulating domestic demand and encouraging consumption;
the United States should contemplate lowering consumption and increasing its savings



rate; and the BWIs should support a more balanced world development and
corresponding structural adjustment.

10.  The financial crises in the1980s and the 1990s originated in emerging economies.
Today their epicenter is in developed countries. Also, in those two decades, the financial
crises were geographically concentrated. At present, they tend to spread globally causing
considerable global slowdown. In the past, the BWIs played a rather important role in
managing crises. Nowadays central banks of developed countries are key players as their
focus is on financial institutions within their borders. BWIs’ role in dealing with crises
originating in developed countries is not clear.

11.  The origins of excessive liquidity lie to a large extent in the current international
monetary system. The use of national currencies as an international reserve currency,
most prominently the US dollar, can be a source of inflationary pressures. There is a need
for an international reserve currency. Indeed, in this regard it would be important to
reconsider the role of the SDR.

12. BWIs have been increasingly marginalized as many members have prepaid their
obligations to these institutions and new financial commitments to middle-income
countries (MICs) have declined. There has also been marginalization on the policy side as
fewer countries have IMF programmes. The BWIs have partly lost their relevance for all
but low-income countries. Their role in managing crisis situations today is considerably
smaller than it was a decade ago.

13. Though the BWIs have notable governance, financial and legitimacy problems, it
is important that their credibility is fully restored and that they continue to play a
substantial role in both achieving macroeconomic and financial stability and in fostering
development. In addition to financing, BWIs should provide the basic forum for key
aspects of financial regulation and economic policy coordination.

14, Exchange rate instability still represents an important challenge. Coordination of
exchange rate policies has been recognized as helpful, but in practice it has not been
working as well as desired. Being aware of this fact, the IMF-Board has recently adopted
a new decision on exchange rate surveillance which formally opens the way for the Fund
to play a more productive role. For this new multilateral exchange rate surveillance
procedure to work effectively, full political commitment and support from the IMF
membership will be needed. There are some indications, however, that achieving such
political commitment still remains difficult.

15.  Another major challenge is to ensure integrity and transparency of financial
markets. While financial flows are increasingly global their regulation remains largely
under national jurisdiction. There is, thus, an urgent need to improve cooperation among
national regulators, to encourage them to adopt common standards in various areas,
including bank liquidity, valuation of complex debt structures and activities of credit
rating agencies. An international regulatory mechanism should also be considered.



b) Global economic governance

16.  Strengthening global economic governance is a logical and critical response to
development challenges in the context of globalization. There is a need for a balanced,
effective, democratic and participatory global governance system to coordinate the
interests of different countries and enhance common interests.

17.  The UN and the UN system have an important role to play in systemic issues as
these issues are essentially of a political nature. The Monterrey Consensus calls for the
strengthening of the UN leadership and coordinating role in promoting development and
for achieving an integrated view of monetary, financial and trade systems. Nevertheless,
needed reforms in the UN often proceed more slowly than in the BWIs.

18. There should be a clearly defined division of labor between the UN and the
BWiIs. The UN should be an intellectual leader and political consensus builder while
BWIs are mostly involved in implementation. BWIs are also involved in achieving
macroeconomic stability and fostering development. In addition they provide a forum for
financial and macroeconomic policy coordination. While recognizing that each institution
should play its respective role, the MC calls for stronger links between UN, BWIs and
WTO.

19.  The BWIs remain important pillars of global economic governance in terms of the
aid and international financial architecture. Cooperation on issues related to low income
countries between IMF, the World Bank and UN agencies has been strengthened. In
many developing countries there are pilot projects with joint involvement of BWIs and
UN agencies. Nevertheless, there is an urgent need to further strengthen cooperation
including between UN development agencies and WTO and between organizations
dealing with debt issues. Also, there should be better coordination of the UN capacity
building function.

20.  There has been progress in strengthening voice and representation of developing
countries in the IMF. The second round of quota increases based on new quota formula
should be decided at the 2008 annual meeting. The share of basic votes will also be
increased. Yet, countries have very different views on what indicators to use for a new
quota formula and on how to measure them. This is a difficult issue, both technically and
politically. In addition to the above, it has been proposed that there should be no veto
power for any individual member state and that the number of developing country
constituencies should be increased vis-a-vis the EU member state constituencies.

21.  The WB is also considering steps to reform its own governance mechanism and is
closely watching the progress at IMF on the issue. There is an understanding that simple
reallocation of votes will not be enough. The voting power of developing countries as a
group should be enhanced.

22.  The governance reform should not be limited to the BWIs. It should also include
other international financial, regulatory and standard setting bodies as well as WTO.



23.  The “ownership” of the aid effectiveness agenda also needs to be addressed. This
issue will be the subject matter not only of the OECD-DAC meeting in Accra in
September, but also of the Development Cooperation Forum (DCF). The establishment of
the DCF is, thus, a step in the right direction and provides an excellent opportunity to
increase coherence of operations among UN Funds and Programmes as well as with other
agencies.

24. The nature and focus of the annual ECOSOC-BWIs meetings need to be
reconsidered carefully. A standing agenda that focuses on the reports of BWIs or a multi-
year programme following the structure of the Monterrey Consensus could be adopted.
There is also a view that BWIs that the ECOSOC-BW!Is meetings should precede, rather
than follow, the BWIs spring meetings.

25.  There has been some important progress in cooperation in tax matters. Still, a
stronger intergovernmental entity dealing with these issues may be called for. In this
regard, UN member states should consider converting the Committee of Experts on
International Cooperation in Tax Matters into a fully intergovernmental body subsidiary
to ECOSOC.

26. Overall, the follow-up to Monterrey — and to Doha- requires more attention.
Better, more effective mechanisms are needed to assess progress on issues and policies
and decide on the corresponding necessary actions. Relevant stakeholders should be part
of the follow-up process and take advantage of the outcome. The follow-up should
include bodies and institutions dealing with trade, finance and development assistance
with adequate participation of civil society and private sector.

217, In Doha, the international community could decide to create some structure of
support for effective coordination and global economic governance. A post-Doha follow-
up mechanism may take the form, for example, of an integrated multi-stakeholder
Council or Committee on Financing for Development, including the BWIs, WTO,
specialized agencies, civil society and private sector. The principal objective of such a
body will be to change the nature of the existing follow-up “dialogues” at the UN which
do not produce any agreed outcome to an integrated review of the Financing for
Development Agenda and make viable recommendations to expedite its implementation.

C) Policies and instruments

28.  As noted earlier, systemic issues involve more than the technical aspects of
economic and financial issues; they also have important political dimension which have a
substantial bearing on development. It is, thus, critical that the United Nations play a
substantial role in impending reforms and implementation of new ideas. Also a key
consideration is that as the nature of the problems and crises has changed, the instruments
to solve or to manage them must also change.



29. IMF should focus more on overall systemic issues, including addressing the need
for new forms of global regulation. It needs to strengthen multilateral surveillance and
pay more attention to the consistency of macroeconomic policies of developed countries.
It should promote the reform of the international monetary system including better
management of external shocks, macroeconomic policy coordination, efficient
multilateral liquidity provision, and consideration of a debt workout mechanism.
Obviously the Fund can only play a greater role on all these issues only if the
membership decides so.

30. In fact, the IMF has initiated discussions between member states on
macroeconomic imbalances with the goal of narrowing them while maintaining growth. It
is working on improving its facilities to provide liquidity during crises and, together with
the BIS, the Financial Stability Forum and national supervisors, is working to determine
how a new model of securitization is impacting financial flows and what it means for
risk. In addition to regulatory issues, the recent financial turmoil has highlighted the
macroeconomic dimensions of the problem. The Fund has also been asked to help
sovereign wealth funds identify and begin to implement a set of good practices. More
information on these funds appears necessary to counter protectionist pressures.

31. IMF programmes in low-income countries are also evolving. Maintaining debt
sustainability after debt relief is now a key concern. As a number of low-income
countries are increasingly drawing upon market sources of finance, the Fund is helping
them learn from the market access experience of MICs. Besides, it is helping commodity
exporting low-income countries ensure that current high revenues are managed and used
effectively.

32. It is important for the Fund to identify priority areas in assessing systemic risks. A
first step would be looking at hedge funds. In general, the assessment of risks is not an
easy task; still, enhanced financial information and transparency go a long way in
improving risk assessment. Nonetheless, in the case of individual countries there are
often risks — mostly of a political nature — that are very difficult to evaluate.

33.  The World Bank is changing its way of doing business: from a more “supply
driven” approach to supporting the borrowing country’s agenda. The major function of
the Bank should be to mobilize development resources, including the development and
introduction of innovative financial products as well as the facilitation of North-South,
South-South, triangular and regional cooperation. In today’s world the design of
mechanisms to recycle global surpluses to productive investment is essential. In this
regard, the Bank is introducing schemes to help channel liquidity from MICs to
investment in low-income countries. The Bank should also consider providing more loans
without a sovereign guarantee.

34. A new strategic theme, “Inclusive and Sustainable Globalization”, has been
proposed by the Bank’s President. The theme’s main focus is on: poverty in Africa; post-
conflict countries; development strategies for MICs; more active role in the provision of
regional and global “public goods” (climate change, diseases, labor mobility, technology



transfer); support for development opportunities in the Arab world; and fostering
“development knowledge and learning agenda” across the World Bank Group.

35.  The UN should focus more on assistance to fragile states. Dealing with these
states is one of the serious gaps in the implementation of the Monterrey Consensus. Also,
the UN should continue to promote capacity building aimed at attracting private flows to
developing countries; one of the important emerging areas of cooperation is the
promotion of entrepreneurship. All countries should sign, ratify and implement the UN
Convention against Corruption which addresses central issues of capital flight.

36. It is important to further explore innovative sources of financing. The Leading
Group on Solidarity Levies to Fund Development is considering many initiatives
including fighting tax evasion and stemming illicit capital flows; possibly taxes on
currency transactions; and implementing a digital solidarity contribution among others.
Also, it appears important that the proposal to use SDR allocations for development
purposes or to finance liquidity needs of developing countries is paid increasing attention.

37.  The DCF provides an opportunity to discuss a wide array of issues related to aid.
It should consider the possibility of becoming the “harmonizer” of the development
assistance provided by international institutions. Also, country level coordination is
important for improved coherence. Good examples of effective coordination and coherent
action are: the work of the International Trade Centre, UNCTAD entrepreneurship
training program “EMPRETEC”, UNDP activities to support private sector, UNCTAD
debt management program DIMFAST and the BWIs and UN MDG Africa Steering
Group.

I11. Policy Deliberations
a) Review of Progress and Emerging Issues

38.  Many speakers noted that since the Monterrey Conference a number of challenges
had intensified due to the rapid pace of globalization and interlinked markets. Inter alia,
those challenges included: unsustainable trade and current account imbalances; large and
volatile capital flows and their potential contagion effect; and marked exchange rate
instability. It was in this context that the latest financial crisis — which, it was noted,
originated in the country issuing the global reserve currency - was taking place.

39. A considerable number of representatives stated that the ongoing efforts to reform
the international financial architecture lacked tempo and depth. The pace of reforms
within the World Bank and the International Monetary Fund was too slow. The
fundamental issues of increasing the voice and participation of developing countries in
the BWIs had not been addressed decisively. The compartmentalization of the reform
effort in the two institutions would make it virtually impossible to achieve in any
coherent manner one of the stated major objectives of the reform, namely “to enhance
financing for development and poverty reduction”.



40. Many participants pointed to the lack of a clear set of international principles for
the management and resolution of financial crises, while the G-8 continued to
recommend and decide on measures to manage the international financial system without
broader international representation. The current crisis originating from the failure of the
sub-prime mortgage market demonstrated the continued short comings of the system. The
crisis also suggested that the current international financial institutions did not have the
capacity to effectively address such situations.

41. Numerous speakers expressed concern about high exchange rate volatility and
economic instability, at a time when multilateral institutions like the IMF and the World
Bank did not have the resources required to buffer countries from crisis. Thus, while the
Monterrey Consensus stressed the need for creating liquidity facilities that could help
affected countries to fight financial crises and contagion, many countries were resorting
to holding increased reserve levels as self insurance. Moreover, the flow of resources
from the BWIs had become negative: the net outflow from developing countries to those
institutions had been over US$ 25 billion in 2006, indicating diminished reliance by
many borrowing members on the BWIs.

42. A large number of representatives referred to positive developments after
Monterrey including, the economic dynamism of developing countries and the recovery
from the turmoil of the late 1990s, as strengthened policy reform in developing countries
and improved surveillance since the early 2000s had been supportive of development.
They highlighted that most of the multilateral institutions had taken steps towards reform
and had embarked on new policy approaches. They pointed to the fact that the United
Nations system was exploring means to further improve its coherence and that the
Bretton Woods institutions had launched initiatives to reinforce developing countries’
inclusiveness. Regarding the participation of developing countries in international
economic decision-making, according to various speakers, their involvement had
increased: more active participation of developing countries in the Doha trade round, in
the “G-20" meetings, as well as in consultations in the Basel financial standards setting
process (through a liaison group to non-committee members) and through ad-hoc
invitations to selected countries to attend G-8 summits. An enlargement process was also
taking place at OECD.

43. Numerous representatives pointed to the fact that the global context had changed
considerably since Monterrey. The economic and financial system had evolved; emerging
countries had gained in importance in the global economy and international forums, and
new issues had emerged regarding environmental sustainability and evolving social
conditions. With respect to the current juncture, several of them referred to the statement
of the G-7 Finance Ministers and Central Bank Governors issued in Tokyo on 9
February. It had candidly admitted that the world is facing a more challenging and
uncertain environment than in last October, but had also stated that the fundamentals of
the global economy as a whole remained solid.



44.  Various participants observed that stronger coordination of macroeconomic
polices among industrial countries was proving difficult. The problem of the increasing
number of unregulated or poorly regulated activities in the international financial markets
such as hedge funds and financial derivatives as well as the lack of transparency and
independence of credit rating agencies were also a cause for concern. Several participants
pointed to the fact that the limited progress made in enhancing the coherence and
consistency of the international monetary, financial and trading systems in support of
development made the task of achieving the MDGs much harder.

45, In the view of several speakers, sovereign wealth funds had become an important
feature in the international financial landscape. They recognized the potential benefits for
national economies open to investments by such funds; but also saw merit in identifying
best practices for both investors and recipients. Others stressed that the current efforts to
regulate sovereign wealth funds should consider an agreed framework built on broad
representation.

b) Global economic governance and the Monterrey Consensus follow-up process

46. Many representatives called on the Doha Review Conference to decide on a clear
and time-bound process to implement recommendations to improve the global economic,
financial and monetary governance structures, strengthen the follow-up mechanism to the
Monterrey and Doha Conferences and the leadership role of the United Nations in those
areas. In this regard, they stressed it would be worthwhile to analyze various proposed
options and alternatives for strengthening the institutional follow-up mechanism. They
also stressed that an enhanced mechanism must be effective, inclusive and transparent in
view of the need of an effective follow up to the Monterrey Consensus and any
agreements reached at the Doha Conference. It was also pointed out that it should ensure
a multi-sector approach taking into account international financial, trade, technological
and investment trends that affect the development prospects of the developing countries.

47. Numerous delegates referred to the positive developments in the UN system to
strengthen the General Assembly and ECOSOC. The latter had been tasked to continue
strengthening its role in system-wide coordination and the follow-up to the outcomes of
the major United Nations conferences in economic, social and related fields, to enhance
collaboration between the UN and the other major institutional stakeholders of the
Financing for Development process, and to provide a universal forum where both donors
and recipients can discuss matters relating to aid and aid effectiveness.

48. Many speakers recognized that governance reforms were essential to the
continued effectiveness, legitimacy and credibility of the Bretton Woods institutions,
indicating that the two main goals were firstly, to ensure that the distribution of quotas
and shares adequately reflects the member countries’ economic weight and role in the
global economy and financial system; and secondly, the importance of strengthening the
voice of low income countries in those institutions through a substantial increase of basic
votes.



49.  Asignificant number of representatives stressed that the governance regime of the
BWIs needed major overhaul. In this regard, they called for fundamental reform of the
institutions’ voting systems and accountability structure, where significant redistribution
of voting power in favor of developing countries - including the LDCs - should be the
overarching objective of the reform. They also highlighted the fact that the Singapore
resolution of 2006 called for at least a doubling of basic votes. However, this last
measure would not affect to any significant extent the prevailing distribution of power in
the governance system of the BWIs. They pointed to the proposal of a double-majority
voting system (“one country, one-vote” and a weighted vote) for decision-making as one
issue that deserved serious consideration. Numerous speakers welcomed the agreement
reached at the annual meeting of the IMF in October 2007, which emphasized the
importance of agreeing as soon as possible on a credible reform package with specific
deadlines concerning the quotas and voice of all member countries of the Fund.

50. Many representatives noted that developing countries were acquiring a growing
weight in the international trade arena and in the World Trade Organization; this was a
welcome development. They also stressed the importance of supporting WTO initiatives
designed to help developing countries build the necessary capacity to participate in WTO
and other international trade negotiations. Various speakers expressed support to efforts
in WTO to assist developing countries in strengthening capacity to handle trade finance
instruments and build adequate trade finance institutions.

51. Many speakers highlighted the large number of global standards and codes, which
are meant for global financial regulation, indicating that they are mostly being formulated
outside the multilateral system. They called for effective representation of developing
countries in standard and norm-setting bodies which would lead to a fairer, more widely
accepted and truly universal regulation, and which could in turn contribute to a more
stable financial system with welfare-enhancing effects for all. Indeed, the Monterrey
Consensus pointed to the importance of ensuring effective and equitable participation of
developing countries and countries with economies in transition in the formulation of
financial standards and codes and their implementation on a voluntary and progressive
basis. However, the challenge to involve all parties concerned, including the private
sector and relevant civil society groups, still remained. Another challenge highlighted
was to ensure that standards and codes were mutually consistent and, at the same time,
flexible enough to be effectively applied in countries with advanced and less advanced
financial systems.

52. A large number of participants called on the Doha Review Conference to
recommend the establishment of a time-bound, independent process to examine more
closely concepts such as systemic risks and systemic crises and the role of individual
countries and autonomous financial movements. It was crucial to enhance regulatory and
supervisory frameworks and to establish an inclusive process for devising measures
aimed at increasing the accountability and transparency of private credit rating agencies.

53. A significant number of speakers highlighted the vital role of regional
development banks in the respective regional governance structures. They pointed to the
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fact that several regional development banks were collaborating closely with regional
integration schemes on issues such as financial stability and trade integration.

54. A significant number of speakers recognized OECD’s contribution to collecting
data, identifying good practices and setting standards in various fields including
development issues and economic rules. They welcomed the opening of discussions in
OECD with a view to future enlargement of membership and its enhanced dialogue with
emerging economies as well as its increased involvement in the North-South dialogue.

55. Many representatives asked for an examination of the overall arrangements for
follow-up as set out in Part 111 of the Monterrey Consensus — “Staying Engaged”, as there
was a need for a fundamental discussion on the adequacy of the current arrangements. It
was important to explore all possible avenues to ensure that in the future the objectives
can be met on a timely and effective basis. Several representatives questioned, for
example, whether the impact of and attendance at the Spring meetings of ECOSOC with
major stakeholders were adequate and whether the timing and nature of the outcome were
the most appropriate. In a similar vein, various participants suggested that the biennial
High-level Dialogue of the General Assembly on Financing for Development should
provide an agreed outcome.

56. In this context, a large number of speakers asked for monitoring the effectiveness
and comparative advantage of the new mechanisms under ECOSOC and the further
strengthening of both the General Assembly and ECOSOC in the follow-up of recent
decisions on economic and social development, including financing for development.
While some representatives were of the view that existing arrangements were adequate,
many participants indicated that the time was ripe for a considerable strengthening of the
Financing for Development intergovernmental follow-up process, and that proposals that
had been advanced in this regard should be reviewed carefully, with a view to taking the
most appropriate decisions.

c) Enhancing institutions and policies

57. A number of speakers stressed that all countries share responsibility for
promoting the prosperity and sustainability of the world economy. They emphasized that
this was especially true in light of new realities, such as the increasing flows of private
capital, the growing power of emerging economies and the fact that global imbalances
were fundamentally a multilateral challenge. The work of the international financial
institutions to address global imbalances had to be underpinned by domestic efforts: by
well-regulated banking and broader financial services; by appropriate exchange rate
policy, savings and investment; by adequate trade policies and tax system; and by other
complementary domestic economic policies. Also, many participants underlined that the
BWIs must be representative, financially stable and transparent, as these elements were
central to the two institutions maintaining their relevance and legitimacy in an evolving
global context.
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58. Many representatives highlighted the importance of multilateral surveillance and
the associated process of policy coordination. In this regard, they underscored the need
for the IMF to further strengthen its surveillance activities for all economies. They
stressed that the focus of surveillance in this regard should be on the stability of the
system as a whole, particularly on the spillover impact of macroeconomic and financial
policies of the larger economies on other countries. They also indicated that this would
require more rigorous surveillance over systemically important countries issuing major
reserve currencies. Several representatives welcomed the efforts undertaken by IMF to
sharpen tools designed to help promote international financial stability and enhance crisis
prevention, in particular, the consultations to address global imbalances in a manner that
sustains economic growth.

59. A considerable number of participants stressed the importance of formulating a
strategy oriented at reducing the volatility of exchange rate markets as well as enhancing
the transparency of their operations. More transparency was also necessary in the
regulatory frameworks and interventions carried out by monetary authorities in this area.

60.  Several speakers stated that the IMF should consider paying more attention to
analyzing the repercussions of financial sector developments on the real economy. They
also referred to the large reserves accumulated by developing countries as self insurance.
The opportunity cost of such large reserve was often quite high. It was important to
devise ways by which surplus developing countries find an outlet to use such reserves in
their own development or for financing development in other developing countries.

61. Many representatives emphasized the importance of establishing appropriate,
clear and transparent criteria for private sector activities that exert a strong influence on
the policies and situation of developing countries, including credit rating agencies. They
also stressed in this regard that developing countries should have sufficient policy space
to put into effect their development strategies and to improve their capacity to implement
counter-cyclical policies to respond to the downward phase of the economic cycle.

62. In this regard, a considerable number of speakers called for both multilateral and
bilateral partners to refrain from imposing conditionalities that run counter the national
development strategies of developing countries. Cooperation based on partnership should
lead to a flexible approach reflecting the sovereign power of each country to set its own
priorities, as well as the responsibility and commitment of the international community to
provide support.

63. Some delegations also highlighted the importance of regional frameworks,
particularly financial arrangements that can complement the international financial
system, make individual economies more resilient and serve as a mechanism in any effort
to prevent financial crises. In this regard, a special reference was made to the role of the
Chiang Mai Initiative.

64. Some speakers emphasized that the World Bank Group, IMF, regional
development banks and other development oriented financial institutions should strongly
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support and provide leadership around the principles of the Paris Declaration -
ownership, alignment, harmonization, management for development results, mutual
accountability - and to work closely together in support of nationally-owned poverty
eradication programmes and other development programmes.

65. Many delegations called for the international financial institutions, in particular
the BWIs, to increase their support for the implementation of the MDGs through
enhanced delivery of technical assistance and concessional lending. They stressed in this
regard that, for LDCs, IDA should to shift to an all grant facility without any
conditionality. A large number of delegates also called on the international financial
institutions to strengthen their commitment with middle-income countries, taking into
account their specific needs, and as a way to reinforce their national development
strategies.

66. Many countries expressed concern about capital flight, illicit financial activities
and transfers, tax evasion and corruption, and called on sustained international
cooperation to fight those ills. They emphasized that international oversight institutions
should continue strengthening existing mechanisms such as the United Nations
Convention Against Corruption. They stated that the ratification by all countries and full
observance of the Convention should be further promoted.

67. Many speakers called for upgrading the present United Nations Committee of
Experts on International Cooperation on Tax Matters to an intergovernmental
commission with appropriate representation to reflect all interests. They stressed in this
regard the special importance of addressing the concerns of small, vulnerable developing
countries. They pointed out that the agenda of existing institutions, which address
international tax matters outside the UN, was still largely lacking a development
dimension, besides not being universally representative.

68. Many speakers expressed the need for mainstreaming the gender perspective into
development policies. They acknowledged that while significant advances have made in
the area of gender responsive efforts, further efforts were needed to ensure the shift from
analysis to implementation. The CSW had considered various ways to strengthen the
advancement of women through the Financing for Development process. Also it was
pointed out that multilateral institutions, particularly the World Bank, should pay
increased attention to core labor standards and the decent work agenda.

69. A number of representatives addressed the specific vulnerabilities of small island
developing economies. Several of them pointed out that many of these economies were
based on agriculture and were particularly vulnerable to price fluctuations in the
international commodities market. It was important to develop a workable mechanism to
help mitigate the impact of such market events.

70.  Various speakers stressed that the process of enabling all countries to participate

on the global market requires commitment from all actors to support effective regional
transport and communications infrastructure to integrate markets in the international
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trading system. In this regard, they called on all donor countries and multilateral financial
and development institutions to continue their efforts to ensure effective implementation
of the Monterrey Consensus, particularly paragraphs 41 to 43, with the aim of providing
landlocked and transit developing countries with the appropriate financial and technical
assistance to achieve the needs identified in the Almaty Programme of Action. The mid-
term review of the Programme would take place soon after the Doha Conference and, to
that effect, it was important to pursue an integrated process building on the platform
provided by the Monterrey Consensus.
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