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I am pleased to participate in the Sixtieth Meeting of the Development Committee.  I wish to take
this opportunity to express my appreciation to the World Bank Group for the strong support it has
provided to a number of member countries to help them overcome recent financial crises.

This is a timely opportunity to review the role of multilateral financial institutions in general, and
the World Bank in particular, as entities which promote development in a world characterized above all
by the globalization of economic relations, even as poverty, inequality, and environmental degradation
continue to affect many countries.

It is fitting to ask whether the activities of the World Bank and the instruments at its disposal are
best suited to meet the needs of its developing members, given their highly diverse economic and social
structures.

Although the manner in which Mexico has cooperated with the World Bank has changed over time,
its essential features have remained the same for 30 or 40 years.  The relationship has generally been a
very fruitful one throughout this period.

The relationship has evolved as the structure of the Mexican economy has undergone significant
change.  For example, the Government has grown much more selective regarding its involvement in
economic activity, for a number of reasons.

To begin with, fiscal discipline requires more transparent and effective expenditures, the objective
being to focus government efforts on sectors capable of improving the standard of living of the
population, particularly its most vulnerable members.  Bearing in mind this objective of enhancing the
effectiveness of public expenditures, the Government has decentralized such expenditures considerably,
transferring to local governments increased power and responsibility for distributing and allocating public
funds to projects of their own.

A far-reaching economic reform program has also been launched.  Mexico is now implementing
second-generation reforms whose primary objective is to strengthen the institutional framework for
economic activity, a step which is also having a positive impact on the efficiency and productivity of the
productive base and is instilling greater confidence and certainty in economic agents.

In this context, the traditional instruments of the World Bank – including loans for investment
projects and reform programs – cannot sustain an adequate flow of resources to Mexico, particularly since
it is a mature debtor.

Although the Comprehensive Development Framework may make a valuable contribution in some
countries, in others with a more fully developed socioeconomic fabric the framework proposals have
already been in effect for many years.  It would be more helpful if the World Bank could provide the
latter countries with the means to promote more stable access to voluntary capital markets, particularly
when international financial markets are highly volatile.  These markets constitute the primary source of
financing for many middle-income countries, and are therefore crucial for their macroeconomic stability
and for ensuring continuity of the development process, which in the long run will facilitate normal
participation by countries in voluntary capital markets.

Given this situation, we encourage the World Bank to make greater use of its guarantee program,
and we welcome the recent operation in Argentina in this regard.

Similarly, we encourage the Bank to participate in financing standby credits, which are a better
way to utilize the Bank’s balance sheet.  This modality will ease the financial pressures the Bank is
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currently experiencing as it is called upon to meet the needs of an increasing number of member
countries.

On this last point, I wish to note that the current weakening the Bank is experiencing may be
explained in part by its use of net revenue transfers to finance a series of what are unquestionably
deserving initiatives.  This situation should prompt us to consider whether we have pushed the Bank to
participate to an extent exceeding prudent limits.

It is essential that we answer this question, given the financing requirements of the enhanced HIPC
Initiative.  Considerable resources will be needed to fund this new Initiative, whose objectives and merits
we all support.  However, using the net income of multilateral institutions to finance the Initiative is
definitely not the appropriate solution.  The solution lies in equitable multilateral cooperation on the part
of the international financial community.  As we all know, the cost of drawing on net revenue is borne by
middle-income debtors, an option that is therefore neither fair nor multilateral.  The enhanced HIPC
Initiative must not be financed by transferring resources among developing countries.  Its introduction
and success – which we all support – require the determined participation of the industrialized countries,
who should provide more financial support than they have pledged to date.

Furthermore, although it is true that debt reduction will enable beneficiary countries to free up
resources to combat poverty, the resulting resources will not be sufficient.  These countries, like all
developing nations, need markets for their products.  We therefore encourage the World Bank to provide
assistance to developing countries on trade issues within the framework of the new round of trade talks.
The Bank should focus its efforts in this regard on issues such as agricultural subsidies and non-tariff
barriers, which have a major impact on developing countries.

World Bank participation continues to be a major factor in support of the efforts of developing
countries to improve the standard of living of their people and achieve greater social equity.  Mexico will
continue to cooperate with the Bank in the search for imaginative solutions which will enable the
institution to adapt its instruments and activities to requirements arising from the economic and social
development of the developing countries.


