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Statement 

CSO Cluster on Enabling Environment/ Systemic Issues (December 9 2014 Session)  

 

Introduction 

Today we have an economy more dominated by finance than ever. Yet, only one fourth of the financial 

depth gained in the 12 years before the crisis was used to finance the real economy and households. As the 

dominance of finance has grown, the share of investment into the real economy decreased. After the global 

financial crisis broke out, the bailing out of banks, stimulus programmes to cushion the effects of the crash 

and other damages of the crisis imposed a burden to
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Financial markets should be regulated at the national level by authorities enjoying adequate policy space 

and protected from undue influence by financial institutions and the corporate sector they aim to rule 

upon. The regulation should involve participation of all right holders who are affected by the sector’s 

performance. 

No financial institution should be allowed to reach a relative size that would not allow failure to be 

contained without risk to the economy and vital banking services. Six years of Financial Stability Board’s 

efforts to enable the orderly resolution of Too Big To Fail banks have not managed to clarify what can be 
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In light of the growing consensus around the shortcomings of the current international monetary system, 

the Addis Ababa Summit will offer an opportunity to take concerted and coordinated action for reform. The 

dangers inherent to a continuation of the status quo – based on the domestic currency of one country as 

the main international trading and reserve currency – should be compelling enough to act. There are four 

key challenges that a reform of the monetary system must address:  

1. Rebalancing and achieving coordination among trade deficit and surplus countries;  

 

2. Ensuring adjustments are non-recessionary; 

 

3. Limiting exchange rate volatility; and, 

 

4. Promoting innovative mechanisms to enable the generation of development and climate finance.  

These can be achieved through the following pillars:  

 

1. A credible system for coordination among deficit and surplus countries; 

 

2. A transition path towards a revamped system with a supranational currency as the cornerstone – 

revamped Special Drawing Rights can serve as a proxy leading towards such currency;  

 

3. Support for countries to use capital flows management measures (as described above). 

 

Additionally, a more resilient monetary system requires greater diversity and regional-sensitivity of 

approaches.  So such efforts at the global level should be complemented and counter-balanced by regional 

financial and monetary architectures, namely: 1) establishing regional monetary funds that would pool 

foreign currency reserves to combat speculative attacks and compensate for economic asymmetries within 

the region; 2) extending intra-regional trade through payments with domestic or regional currencies; 3) 

establishing or consolidating regional development banks that are oriented to finance the productive and 

social sectors and are aligned with the realization of human rights, decent work, and sustainable 

development and, 4) creating democratic regional forums for discussing coordination on stemming financial 

outflows. 

 

Reform of governance of International Financial Institutions 

We call for all IMF members to implement expeditiously the already agreed, though insufficient, reforms to 

the voting system, including the transfer of two Board chairs from European countries to developing 

countries. At least one of these chairs should go to the African countries, which at the moment make up the 

largest-membership constituencies on the IMF Execut
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introduce a “double majority system”, i.e. decisions must carry the requisite support according to both the 

quota distribution and the number of countries supp
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competition and specificities of extractive sector, have not been taken into account. Recent additional 

measures to include few middle-income countries does not compensate for the fact that most developing 

countries, in particular LDCs, are not considered as equal partners in this negotiation process.  

At mid-term of the BEPS process, the Action Plan is now also showing the limits of its content:  it does not 

update the international legal instruments to transnational strategies, rather its reforms keep running 

behind cross border economic activities. Despite IMF
3
 and civil society clear warnings, the OECD has kept 

refusing to question the “arm’s length” principle, and insists on treating the national operations of 

multinational enterprises as if they were independent of each other while they operate as an integrated 
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Thus, an international forum allowing a truly global negotiation process with a broader mandate for 

reforms is crucially needed, which will ensure that all countries in the world have an equal say on adopting 

fairer tax rules to fight non double taxation as well as double no taxation and tax transparency. 

As indispensable measures for such purpose, we recommend the third Ffd Conference to adopt in priority 

the following: 

- Strengthen the role of the UN in promoting international cooperation on tax matters, including 

setting up an intergovernmental tax body, as demanded several times by many developing 

countries; 

- Promote a truly multilateral automatic exchange of information that provide a temporary non-

reciprocal mechanism for low-income countries, and promote publicly-available registries of 

disclosure of beneficial ownership of companies; 

- Promote country-by-country reporting for transnational corporation, that is made public and 

accessible to developing countries’ tax administrations and local civil society; 

- Promote, in addition to inclusive reforms of international tax governance, a cooperation that 

supports building national capacities for tax policy, collection and enforcement, in particular that 

what relates to international tax issues; 

- Promote alternatives to the arm’s length principle and develop analyses and norms around 

alternative methods (like formulary apportionment, six methods, fix margin) and unitary principles; 

- Implement financial transactions taxes (FTTs) which, in addition to their potential to keep 

sustainable resource flows towards human and environmental development initiatives, a) limit the 

incentives for damaging short-term speculation in financial markets helping connect finance to the 

real economy and b) reduce systemic risks. 

 

Debt crisis prevention and resolution 

In spite of successive debt cancellation initiatives and the implementation of the IMF/World Bank Debt 

Sustainability Framework since 2005, the burden of repaying debt continues to take precedence over 

human rights commitments in an unacceptable number of countries. Moreover, 6 countries that reached 

“Completion Point” under HIPC (therefore, they received all the stock and flow cancellation available 

through this program) are at high risk of debt distress while 15 are at moderate risk.  

This raises questions about the effectiveness of the Initiative’s ability to make debt “sustainable in the long 

term,” even for the limited sphere of its beneficiary countries. Several countries in the Caribbean and 

Pacific regions are either at high risk or in debt distress. The ongoing phasing out of quantitative easing in 

the US is adding pressure on the global economy and the debt situation of developing countries, 

particularly through the impacts on depreciation of their currencies and capital flight. At the same time, the 

bailouts of European countries such as Greece are evidence that debt distress is no longer confined to the 

developing world. 
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The now universal problem of unsustainable debt should be addressed by: reviewing onerous debts and 

cancelling illegitimate debts, especially in least developed countries; and revising Debt Sustainability 

parameters to make them more objective and accountable to the prioritization of financial needs for 

meeting economic and social rights above debt repayments.  

An independent and fair public debt workout mechanism should be established as a way to avoid the 

phenomenon of “too little, too late” that prevails 


