THE BRETTON WOODS COMMITTEE

SUMMER 2009

Excerpt from a speech delivered by WTO Director-General
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e are faced today with the deepest and most

global economic crisis since the 1930s. In-

deed, some have pointed out that the trade
contraction we have
sustained in the last
year or so — forecast
at some 10 per cent in
volume terms in 2009
— has been even fierc-
er than the shrinkage
of trade in the Great
Depression. We know
that now, as then, trade
contraction  followed
on from economic
troubles elsewhere in
the economy — it was
an effect, not a cause of
the crisis.

But back then a protectionist trade response prolonged
and deepened the depression. This time, governments
have so far shown considerable restraint and have largely
kept markets open. I say ‘so far’ because I do not believe
we are out of the woods yet. In comparing policy reac-
tions now and in the Great Depression, authors such as
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Douglas Irwin and Barry Eichengreen have shown how
active monetary and fiscal policies have helped to man-
age today’s crisis, whereas these instruments played no
such role in the late 1920s and early 1930s.

This policy activism has helped to place a floor on
economic contraction and fuelled hopes of recovery
in the not-too-distant future. It has arguably also sup-
ported restraint in the
application of beggar-
thy-neighbour  trade
policy. But I believe a
much more important
force for good in trade
policy has been at
work today — namely,
the existence of a mul-
tilateral system of trade
rules under which gov-
ernments have pre-
committed to a set of
norms which constrain
their policy behavior.

In the last sixty years
the multilateral trade rules have played a vital role in in-
creasing predictability, reducing uncertainty, underwrit-
ing the rule of law and fostering a sense of legitimacy in
trading relationships.

In the current climate, temptation abounds to placate
those most affected by reduced demand with the tem-

porary but ultimately destructive

on
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role that the rules are serving us particularly well right now.

But we must nurture the commitment to the rules-based system because it
will not be self-sustaining without the necessary husbandry. One way of do-
ing this is through policy monitoring and surveillance.

Our new monitoring mechanism under the Trade Policy Review Mecha-
nism is playing a positive role in this regard. It is encouraging that govern-
ments are willing to engage in constructive debate over their mutual efforts to
keep markets open. But it is not always easy, and our monitoring reports are
showing a certain increase in the application of protectionist measures.

“In the current climate, temptation abounds
to placate those most affected by reduced
demand with the temporary but ultimately
destructive balm of protection from trade
competition.”

Moreover, we encounter difficulty in discerning exactly how far financial
rescue and fiscal stimulus packages are frustrating trade opportunities. Gov-
ernments will need to maintain their resolve and the WTO its vigilance as
pressures from rising unemployment persist in many economies.

As we contemplate crisis exit strategies and the shape of the world economy
post-crisis, two questions come to mind. One is how different the world will
look after the crisis, and the other is how the WTO and our system of global
governance more generally should be positioned to ensure the kind of inter-
national cooperation that is becoming an ever more vital component of a
promising future for all peoples and nations.

The Role of the WTO and the System of International Governance

As we contemplate the different ways that the world economy may be af-
fected by the crisis, it becomes clear why we need the multilateral trading
system more than ever. Even if we believed that all crisis phenomena were
cyclical and that we would soon be able to resume ‘business as usual’, we
would still need a strong regime of international cooperation to exit the cri-
sis. But when we add the strong likelihood of secular change — that policies
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and behavior in the financial sector will be modified to
avoid a replay of the forces that generated the crisis, that
ways of doing business may change, that new economic
structures and patterns of exchange are evolving, and that
public attitudes are likely to exert new influences on gov-
ernments, this gives us a second reason for reinforced and
more effective international cooperation.

There is also a third reason. The imperatives of chang-
ing economic, social and environmental circumstances,
along with the shared global challenges of addressing de-
velopment and poverty, mean that the nature and sub-
stance of cooperation is always changing too. We know
we face new challenges for the trading system such as:

i) managing the relationship between trade and cli-
mate change;

ii) improving cooperation in a world where funda-
mental changes in supply and demand relationships are
emerging in international food and natural resource mar-
kets;

lie member-driven international organizations providing
expertise and specialized inputs whether rules, policies or
programs. The third side of the triangle is the G-192, the
United Nations, providing a forum for accountability.

In the longer term, we should have both the G20 and
the international agencies reporting to the “parliament”
of the United Nations. This would constitute a potent
mix of leadership, inclusiveness and action to ensure co-
herent and effective global governance.

Conclusions

I conclude with three observations.

First, the current crisis will end but it will have changed
the world, against the background of a world already in
an important phase of change, and these new realities
will challenge the ingenuity and commitment of policy-
makers across the globe.

Second, we need multilateral cooperation more than
ever, including in trade, and in that connection we must

“| see a new triangle of global governance
emerging that we need to strengthen.

A ‘triangle of coherence.

iii) forging better coherence between regional trading
arrangements and the multilateral trading system; and

iv) addressing some of the more opaque and intrac-
table non-tariff barriers to trade.

[ see a new triangle of global governance emerging that
we need to strengthen. A “triangle of coherence”.

On one side of the triangle lies the G20, providing
political leadership and policy direction. On another side
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attach priority to the completion of the Doha Round.

Third, we need a new architecture of global gover-
nance to provide a framework for effective cooperation.
These are all ideas that cannot be fleshed out adequately
in thirty minutes, but I offer them for consideration and
debate. BWC

* Full transcript of the speech can be found on the WTO website:
http://www.wto.org/english/news_e/sppl_e/sppl132_
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LEGISLATIVE REVIEW

Political Support for Multilateral Institutions:

Increasingly Partisan?

Congress faced up to its responsibilities this sum-
mer and passed several major bills impacting the
multilateral institutions in recent weeks. The
most contentious was legislation providing new liquidity
and other changes at the International Monetary Fund
(IMF). Congressional proponents backed by the Admin-
istration calculated that support in the House of Repre-
sentatives might not be sufficient to pass this measure in
the wake of many domestic ‘bailouts.” As a result, the
Senate-passed provisions
were secreted within the
must-pass ‘war funding
resolution’ for Afghani-
stan and Iraq. Senator
John Kerrey (D-MA) led
the Senate effort, and read
liberally from a Bretton
Woods Committee let-
ter of support during the
debate. Support in the
House was more prob-
lematic. Republican lead-
ers objected to the tactic
of placing the IMF fund-
ing into the war measure,
and labeled the IMF provision a bailout for foreign gov-
ernments. Action on the measure was delayed for more
than a week while the White House worked to shore up
support among liberal Democrats, opposed to the wars,
to ensure the bill would find a majority in the end. The
Bretton Woods Committee and others actively worked
to ensure the bill’s passage.

The House took a second important step in July by
rejecting a $506 million cut to the multilateral develop-
ment banks, reducing their funding back to 2009 lev-
els. The cuts would have taken $120 million from IDA
(the World Bank’s lending program designed to help the
poorest countries) and would have reduced funding for
the World Bank’s clean technology fund by $300 million.
(See related story on BWC’s program on the Climate In-
vestment Funds). Members of the Bretton Woods Com-
mittee and other friends of the Bank urged lawmakers to
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reject the amendment and it was defeated, almost com-
pletely along party lines.

These two episodes point to a disturbing trend on mul-
tilateral legislation in recent years. Increasingly House
Republican leaders have adopted a strategy of opposing
international financial institution bills, perhaps thinking
they are garnering more public support for doing so. In
the last two decades, the proportion of House Republi-
can caucus that can be relied upon for support has shrunk
from about a third two to
less than ten percent on
recent legislation.  This
suggests the need for the
business community and
leaders from prior Re-
publican administrations
to work with House GOP
members to help them see
things differently. Blue
Dog (or
Democratic) support also
could use some bolster-

conservative
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ing.

The problem may be-
come more acute because
large funding increases for the multilateral banks appear
to be in the offing. Talks at the World Bank and the
regional development banks suggest broad support for
capital increases to enable the development institutions
to help restart the flow of capital to poor and emerg-
ing market countries as the recession winds down. The
Obama Administration is expected to be sympathetic
to these requests, but a key question is how willing will
Congress be to provide that funding and at what price?

On a related note, the Bretton Woods Committee is
putting together a legislative working group to track de-
velopments on Capitol Hill more closely and from time
to time to advocate for sensible reform and funding provi-
sions. Committee members interested in joining should
contact Esther Rosen or Jim Orr for more information.
Demand on time and other obligations will be few; but
the psychic payoff will be huge. Bwc
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World Bank

“FY09 proved to be the year of renewables,” announced
Dana Younger, Renewables Advisor in the International
Finance Corporation’s Infrastructure Department. The
private sector wing of the World Bank Group reached
an important landmark this year when more than half of
the power sector projects it financed were in the renew-
able energy sector. The World Bank has also made great
strides in the renewable energy sector through its Clean
Technology Fund (CTEF). This initiative seeks to “pro-
mote scaled-up financing for demonstration, deployment
and transfer of low carbon programs and projects with
a significant potential for long-term Green House Gas
(GHGs) emissions.” CTF includes programs in three dif-
ferent areas: 1) Power Sector; (2) Transport Sector; and
(3) Energy Efficiency.

The IFC provided financing for Bulgaria, Chile, and
Turkey in its first greenfield wind projects this year. To-
gether they will produce more than 500 megawatts of
power. 'The IFC has also secured a $15 million contribu-
tion from the CTF to help finance a 68-megawatt wind
project in Mexico. This proved to be the first time the
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CTF has allocated money to the private sector and the
first time the IFC has secured funding from the CTE In
China, the IFC made its first solar photovoltaics manu-
facturing investment and the Philippines received financ-
ing for a new geothermal project.

To continue the trend of financing the renewable
sector the World Bank plans to fund its first smart grid
project in Turkey. Although smart grid technology has
quickly gained popularity in the United States and in
Europe, power grid technology is a new phenomenon
in many developing countries. Additionally, the World
Bank is providing Turkey with a $500 million loan for
clean power and industrial energy efficiency projects and
to jumpstart local investments in clean technology proj-
ects.

In July 2009, the World Bank, IFC and the Asian De-
velopment Bank conducted a three-day mission to Thai-
land. At the government’s request, the three institutions
discussed renewable energy projects that correlate with
the Thai government’s renewable energy and energy ef-
ficiency strategies. The World Bank and IFC continue to

Continued on page 6
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emphasis on poverty alleviation and growth.

In order to accommodate the increase in lending and
SDR allocation, the IMF will seek up to SDR 9 billion
from bilateral contributions, and it will move SDR 1.5
billion from the IMF internal resources to be used as sub-
sidy resources. The internal resources include expected
gold sales and bilateral contributions.

IMF Managing Director Dominique Strauss-Kahn
hopes the increase in
lending and the chang-
es in the IMF lending
structure will help low-
income countries sur-
vive the financial crisis.
Furthermore, increasing
IMF support should ul-
timately help alleviate
poverty well beyond the
current financial crisis.
BWC

WTO

The World Trade Or-
ganization and the Unit-
ed Nations Environment
Program (UNEP) released a joint report exploring the
link between trade and climate change. The report, re-
leased on June 26, 2009, states that as climate change
continues to affect the global economy, the current trade
policies must reflect and support sustainable develop-
ment.

The report explores the connection between trade and
climate change from four perspectives: (1) the science of
climate change; (2) trade theory; (3) multilateral efforts
to tackle climate change; and (4) national climate change
policies and their effect on trade. The report argues that
while trade expansion may lead to increased levels of
CO2 emissions, the net effect trade expansion has on
the environment may actually help ameliorate climate
change by encouraging the transfer of clean technology
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from industrialized to developing countries. In addition,
rising incomes associated with trade expansion can give
countries an opportunity to demand higher environmen-
tal standards from others.

The impact of climate change on developing countries
will greatly impact their ability to participate in trade the
report states. Developing countries will be the hardest
hit by climate change, which directly affects many sec-

tors crucial to their

economies,  such
as agriculture, for-
estry, fisheries, and
tourism. Moreover,
the report argues
that open trade can
help  developing
countries by allow-
ing them to import
goods and services
they can no longer
produce themselves.
The report

explores the wide

also
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and complex effects

that national policy
measures have on international trade and the global trad-
ing system.

The effectiveness of WTO rules to mitigate climate
change will depend upon the how these policies are de-
signed and implemented at both the national and inter-
national level. WTO Director General Pascal Lamy and
UNEP’s Executive Director Achim Steiner stress that
“multilateral cooperation is crucial and (that) a successful
conclusion to the ongoing climate change negotiations
is the first step to achieving sustainable development for
future generations.” The report calls for an equitable cli-
mate agreement in Copenhagen this December which
would protect the most vulnerable countries from the ad-
verse effects of climate change, and it continues to push
for a conclusion of the Doha trade round. Bwc
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BrettoNn Woobs Committee EVENTS UPDATE

Multilateral Roundtable Meeting:

The World Bank Group’s Climate Investment Funds

n August 4, 2009, the Committee held a Multi-
O lateral Roundtable meeting on the World Bank

Group’s Climate Investment Funds at the World
Bank headquarters in Washington, DC.

The World Bank Group, in cooperation with regional
development banks, approved the creation of the Cli-
mate Investment Funds (CIF) in July 2008 to help miti-
gate the effects of climate change. Climate Investment
Funds have two core initiatives: the Clean Technology
Fund (CTF) and the Strategic Climate Fund (SCF). The

Strategic Climate Fund also includes the Pilot Program

vestment Funds and its two initiatives. He pointed out
that both funds are comprised of grant, equity, and soft
loans that are complemented by other multilateral finan-
cial mechanisms. The Clean Technology Fund provides
concessional finance for countries that have an investment
plan to lower carbon output. The Strategic Climate Fund
supports targeted pilot initiatives to demonstrate how
countries can move toward climate resilient growth.

Lisa Da Silva explained how the IFC has been work-
ing on private sector proposals in middle-income coun-
tries to transform power, transportation, and energy use,

for Climate Resilience, the Forest Investment Program,
and the Program for Scaling-Up Renewable Energy in
Low Income Countries. The World Bank is focusing on
climate change as a development issue and encouraging
developing countries to adopt greener and more energy
efhicient standards.

During the Roundtable discussion, speakers and par-
ticipants explored the implications of climate change and
the potential impact of the new CIF initiative and invest-
ments.

Speakers included Warren Evans, Sector Director of
the Environment Department at the World Bank; Lisa
Da Silva, Clean Technology Fund (CTF) Coordinator at
the International Finance Corporation; and Dan Riley,
Climate and Energy Advisor in the Office of the Envi-
ronment and Energy in the U.S. Treasury Department.

Warren Evans discussed the World Bank’s Climate In-

The Bretton Woods Committee Newsletter

ideally on an industry-wide basis. The venture capital
investments used for projects in the Clean Technology
Fund are often loans to offset the costs the private devel-
opers and suppliers face as early market entrants.

Dan Riley described the domestic and international
policy work of the Office of the Environment and Energy.
The department has developed the U.S. agenda for G-7
and G-20 meetings and helped make the climate budget
more efficient and effective. The Obama administration
plans to seek full funding from Congress for Climate In-
vestment Funds. Mr. Riley stressed that collaboration
between regional development banks, bilateral donors,
and recipients is a key component to a successful climate
policy change.

The meeting continued with a lively and thought-pro-
voking discussion on the CIF and their ability to make a
positive impact on the developing world. Bwc
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BrettoNn Woobs Committee EVENTS UPDATE

International Council Annual Meeting & Luncheon for Global Financial

Leaders

The Committee is actively organizing the 2009 International Council Meeting and Luncheon for Global Financial
Leaders, scheduled to take place on October 2, 2009 in Istanbul, Turkey.

Bretton Woods Committee Annual Meeting

The Bretton Woods Committee Annual meeting is scheduled to take place on November 18, 2009 in Washington
D.C. The meeting will feature top speakers, provocative discussions on timely and relevant global and multilateral
issues, and a new, more interactive format with ample time for audience participation. Please check our website regu-
larly for updates on the agenda and invited speakers.

BWC Member Updates

The following Committee members have been appointed to key government positions by the current Administration:

Robert Hormats, vice-chairman of Goldman Sachs International, has been nominated to be

the Under Secretary of State for Economic, Energy and Agricultural Affairs under the Obama
administration. Prior to joining Goldman Sachs in 1982, Mr. Hormats served many roles
within the government, including Assistant Secretary of State for Economic and Business Affairs
from 1981 to 1982, ambassador and Deputy U.S. Trade Representative from 1979 to 1981,
Senior Deputy Assistant Secretary for Economic and Business Affairs at the State Department
from 1977 to 1979, and senior staff member for International Economic Affairs on the National
Security Council from 1969 to 1977.
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Jeffrey Goldstein, managing director of Hellman & Friedman LLC, has been nominated by
President Obama to serve as the Under Secretary for Domestic Finance. Mr. Goldstein served
as Managing Director and Chief Financial Officer at the World Bank from 1999 to 2004. He
worked with client countries to strengthen financial and capital market systems. Prior to joining
the World Bank, he served as Co-Chairman of BT Wolfensohn, taught economics at Princeton
University, and worked at the Brookings Institution and the U. S. Department of the Treasury.
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Lael Brainard, Vice President and Founding Director of the Global Economy and Develop-
ment Program at the Brookings Institution, has been nominated to serve as Under Secretary for
International Affairs in the Obama administration. During the Clinton administration, Ms.
Brainard served as Deputy National Economic Adviser and Deputy Assistant to the President
for International Economics. She has also been an Associate Professor of Applied Economics at
MIT Sloan School and worked at McKinsey & Co. advising corporate clients on strategic chal-
lenges.
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LeEADERSHIP UPDATE

World Trade Organization

Ricardo Ramirez Hernandez — Mr. Ricardo Ramirez Herndndez, Counsel and Head
of the International Trade Practice for Latin America at the law firm of Chadbourne
& Parke in Mexico City, was appointed by the WTO Dispute Settlement Body on
June 19 to join the WTO Appellate Body. Mr. Herndndez has focused on NAFTA
and Latin American trade in his practice, as well as international trade dispute resolu-
tion. Mr. Herndndez will replace Mr. Luiz Olavo Baptista, who resigned in February
due to health reasons.

Prior to practicing law, Mr. Herndndez was Deputy General Counsel for Trade Ne-
gotiations of the Ministry of Economy in Mexico for more than ten years during which
he gave advice on trade and competition issues and multilateral trade agreements.
Additionally, he has acted as lead counsel to the Mexican government in many WTO
disputes. Mr. Herndndez holds an LL.M. degree in International Business Law from
the Washington College of Law of the American University and a law degree from the
Universidad Auténoma Metropolitana.

LLP
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Parke,

Peter Van den Bossche — Mr. Peter Van den Bossche, Professor of International
Economic Law and Head of the Department of International and European Law at
Maastricht University, the Netherlands, received an appointment to the WTO Appel-
late Body by the WTO Dispute Settlement Body on June 19. Mr. Van den Bossche
will replace Mr. Giorgio Sacerdoti when his term expires on December 11, 2009.

Widely published in the field of international economic law, Mr. Van den Bossche
was also Counsellor and Acting Director of the WTO Appellate Body Secretariat from
1997 to 2001. Prior to that, he served as a Référendaire of Advocate General W. van
Gerven at the European Court of Justice in Luxembourg. Mr. Van den Bossche holds
a Doctorate in Law from the European University Institute, Florence, an LL.M. from
the University of Michigan Law School, and a Licentiaat in de Rechten magna cum
laude from the University of Antwerp.

hina University of

Political Science and Law
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Visit the New BWC Online

We are pleased to announce the launch of the Bretton Woods
Committee’s new and improved website. The new site fea-
tures all important documents related to Committee efforts,

including recent recommendations given to the heads of the
G20 nations and effort to persuade Congress to enact IMF
legislation. Members search option has also been installed
where current Committee members and other interested
individuals may search a member by first or last name basis
or by their affiliated company or organization. Please visit
our new site at: www.brettonwoods.org.
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