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VISION AND PROPOSALS FOR THE GLOBAL 

ARCHITECTURE OF THE FINANCIAL SYSTEM 

Abstract: Changes in the so-called international financial architecture require multiple 

efforts involving different instances. This process requires, in particular, the existence 

of representative unions for the cooperative sector able to have an impact with the aid 

of solid technical arguments, so as to help satisfy the need for an international 

conceptual framework that differentiates itself from the traditional for-profit capitalist 

business models.  Though it seems to be the responsibility of the national governments 

and central banks, this issue has an impact on the enterprises and people working in the 

economy of each jurisdiction, among which are cooperatives. Depending on the 

economic activity of the cooperative, those effects involve risks that need to be managed 

in order to be reduced. That is why for cooperative decision-making becomes complex 

and has to be documented, analyzed and included into a strategic vision that, apart 

from seeking the sustainability of the business, should mainly seek the sustainability of 

its social basis, which are the be-all and end-all of its mission. 
 

Author1: Jorge Hernando Leal Ussa. Director of the Department of Economic Analysis 

of the Confederation of Colombian Cooperatives (CONFECOOP, for its Spanish 

acronym). 
 

--- 
 

The International Financial Architecture consists of the set of institutions and standards 

with the mission of generating financial stability worldwide, and also staving off 

international financial crises. Every day this system has new, larger and pressing 

challenges regarding macroeconomic policies, prudential regulation and supervision, 

financing of developing countries in times of crisis, regulation of the international 

capital flows, and assessment of the international monetary system, among others. 

Empirical evidence, mostly stemming from times of international financial crisis, 

substantially shows how the financial system does not resort to self-regulation or self-

stabilization when there are intense economic phenomena. That is one of the reasons for 

the reassessment of the financial deregulation process, taking the prudential regulation 

and supervision of financial entities carried out by the state to a new level, but also 

resulting in strong resistance from those entities that, putting their economic interests 

first, lobby for liberalization. This supposes new risks, a fact that has already been 

documented, especially in industrialized countries. 

 
 

1 The views expressed in this paper are those of the author and do not necessarily reflect the view of 

Cooperatives of the Americas or the Co-operative Confederation of the Argentine Republic. 
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Financial markets behave in a pro-cyclic manner, particularly during the booms, which 

causes an increased appetite for risks, the rise in asset prices and, apparently, low 

prudential regulation. While the theories based on the diversification of assets as a 

measure to reduce risks seem to work well in the short term and at the micro-level, 

those theories might not have greater relevance when the worst scenario regarding risks 

is analyzed from a macro perspective, considering that the behavior of all assets is 

directly linked to the behavior of the cycle of the financial markets. 

In any case, the requirements of prudential regulation, though necessary, have to deal 

with detractors and pressures coming from a diversity of interest groups, financial 

entities themselves, the users of the financial systems, legislations, among others, 

without forgetting that today there are actors in the international financial market so 

large and global that they surpass the capacity of jurisdictional supervisions. 

For the weakest economies, i.e. of the developing countries, these situations and debates 

have had other nuances. Even though the levels of external debt and the accumulation of 

international reserves have put these economies in a relatively better position during the 

global financial crisis, it is also true that during the global economic boom these 

countries increased their capital flows by exposing them to unexpected risks in the 

economic cycle. Those changes are practically inevitable, but they result in movements 

in the speculative flows that can affect capital and credit markets, impacting on financial 

institutions and the real estate sector. 

For the purpose of analysis and discussion proposed in this paper, two aspects can be 

considered as central themes. The first one refers to the political and economic decisions 

(monetary and tax-related) that derive from the movements of the business cycle. The 

second one are the decisions on international agreements that each jurisdiction must 

make to comply with the established standards that have the objective of controlling and 

mitigating financial crises and their effects on economic agents. 

Regarding decision-making on economic policies, inflation control and fiscal balance 

have been the main variables to measure efficiency in economic management, and to get 

into other aspects, such as productivity, competitiveness, employment, etc. These 

decisions determine, to a large extent, the country risk profile and its respective score, 

which is decisive to define the possibilities to obtain financing to address state issues. In 

other words, for the international financial architecture, the country risk assessment 

turns into a credit rating for each economy, i.e. the “scoring” of credit granting.  This 

means earning a good country risk score is not a minor issue, and it requires the efforts 

of the complete state apparatus for the coordination of policies that make it possible to 

keep or improve the perception of economic development from the agents operating in 

the international financial market, including, of course, multilateral organizations. 
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It is clear that this issue seems to be the responsibility of the national governments and 

central banks. However, the decisions made have an impact on the enterprises and 

people working in the economy of each jurisdiction, among which are cooperatives. 

Depending on the economic activity of the cooperative, those effects involve risks that 

need to be managed in order to be reduced. Those risks can be market, credit, interest 

rate, operational, legal, and asset laundering risks, among others. That is why decision-

making becomes complex for cooperatives and has to be documented, analyzed and 

included into a strategic vision that, apart from seeking the sustainability of the 

business, should mainly seek sustainability of its social basis, which is the be-all and 

end-all of its mission. That said, macroeconomic decisions may lead to changes in the 

conditions of not only the markets, but also the cooperative legal frameworks, 

particularly in the matter of taxes, precisely due to fiscal unbalances typical of the 

economies. This entails that public policy makers revise the formation of non-profit or 

for-benefit organizations, two concepts that will always be questioned when 

implementing actions for tax revenue growth in a country. Cooperatives are also subject 

to that scrutiny. 

Regarding the second aspect, which is related to decisions on international agreements, 

cooperatives, especially those practicing financial activities, are governed by the 

requirements of the international standards, provided that states intend to meet them 

with the aim of getting multilateral financial sources and strengthening political ties. 

So far, taking into account the Colombian experience in particular, supervision and 

control entities have been implementing prudential regulation frameworks for financial 

activity, extending those requirements to other cooperative activities. In addition, 

accounting authorities have made the decision of applying those international standards 

to every kind of organization, including cooperatives. All this comes from the 

agreements that have been made at the level of the international financial architecture. 

Those requirements have prompted one strong question: How useful is it for cooperative 

enterprises, given their organizational vision, to implement international standards? The 

answers are as varied as cooperatives themselves. For some, the advances from the wide 

and specialized discussions on international standards are of a high technical value, and, 

therefore, the view is that their adoption can be beneficial for cooperative organizations 

in terms of processes, risk reduction, the structuring of tools for organizational 

management, among others. For other cooperatives, international standardization has 

been designed in good part by for-profit organizations issuing shares of stock; hence, 

the implementation of standards does not correspond to the ideal of cooperative 

organization as we know it. These two extreme views also have gray areas in which 

some organizations see some measures as positive and others as negative. 
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In the same line, the only clear thing is that there is no conceptual clarity regarding the 

appropriate implementation of international standards for a business model that, such as 

the cooperative, has structural and philosophical differences with for-profit commercial 

companies. That also includes the large cooperative organizations that compete openly 

with commercial enterprises in fields like financing, insurance, trading, among others, 

which have advanced in the adoption of international standards either voluntarily or 

compulsorily. There have always been problems regarding their implementation when 

dealing with topics like contribution, the management of financial assets and 

cooperative funds, the diversification of goods and social services, surplus management, 

among other aspects. 

The situation described before has remained as a trend that seems to be part of the 

everyday life of cooperative enterprises, causing operative and cost impacts that also 

seem to be normal. 

The hypothesis for this discussion paper is that this “trend” that has become part of the 

cooperative operational dynamics has been ratified by normative provisions generally 

driven by regulators and supervisors, public officials that must enforce a regulation that 

responds to the public policies, which in turn must satisfy the requirements of the 

international financial architecture. But in fact, it is necessary to ask ourselves how 

“normal” this situation is. Are cooperatives adapting to it or is it an inevitable 

imposition? 

It is at least interesting that new stances have emerged from inside of the cooperative 

sector. These points of view claim for a revision of the cooperative model, holding the 

thesis that cooperatives and their regulations must be “updated” to the contemporary 

world. It is questionable whether this is actually an update, since it can simply be the 

adoption of or adaptation to the normative trends mentioned above. 

From what was mentioned, we could posit that the cooperative model is facing 

normative and regulatory trends that go against their nature. In other words, these trends 

are denaturing the cooperative model. It is at this point that thorough reflections should 

emerge regarding the path and the measures that the cooperative movement should take. 

From the Colombian experience on issues like the adoption of the International 

Financial Reporting Standards or the Prudential Regulation Framework for Savings and 

Credit Cooperatives, it is possible to observe that local authorities have not had the 

intention of developing the cooperative model in order to search for regulatory 

alternatives that adjust better to the characteristics of cooperatives, with the additional 

element that when they took the trouble to look for information related to this aspect, 

they found that the worldwide trend is the “adaptation” or “adoption” we have already 

mentioned. Even in first world countries, where there are clearly wide social, cultural 

and economic differences, the situation does not help in creating a favorable 

environment for discussion. 
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It is clear that, as a movement, cooperativism has responded to this situation through 

incidence management and representation, but always with a dynamics that consists in 

claiming for exceptions and modifications or even the elimination of the norms. 

Cooperativism has succeeded in some occasions, but without profound changes in the 

“trend” that has been presented in this discussion paper. 

The achievements in favor of the cooperative movement are very specific and 

occasional. However, they are of great value, since they are supported by arguments or 

facts, which is probably the case in many jurisdictions. The problem is that their 

influence in the international financial architecture is minor and possibly unnoticeable. 

On the basis of what was mentioned, there is an enormous challenge for cooperativism 

as a movement. It consists in cooperatives reverting the trend of adaptation to 

international standards, so as to find new roads. It is international standards which 

should be the ones considering the specificity of cooperative enterprises. 

Next, on the basis of the experience in Colombia, some ideas will be presented for the 

construction of this new scenario. 

As it was previously mentioned, the cooperative movement does not start from scratch. 

Several battles have been won. So, documenting adequately those achievements and 

strengthening them in technical ways will create a valuable resource when facing 

discussions. The technical accuracy with which arguments are presented gains 

importance. To that end, professional expertise should necessarily have a complete 

understanding of the cooperative model. This is so because we face a new problem 

derived from the fact that the current professional education in Colombia is based on 

for-profit business models. As a result, it is the organizations representing and 

defending cooperatives that are obligated to have specialized professional assistance for 

documenting and improving the analysis that have led to achievements regarding 

regulation.  In theory, each jurisdiction should do the same to have enough 

accumulation of knowledge to allow for the formulation of proposals with international 

reach. 

It is likely that the construction of this knowledge finds technical inadequacies that 

should be improved in order to build new knowledge. This is a step that tends to be 

more complicated since it involves breaking up with paradigms that in the light of 

international standards have a level of acceptance at the global organizational level. 

That is why it is important to strengthen the technical arguments together with the 

understanding of the cooperative model. 

The strengthening of professional expertise in the representative and safeguarding 

bodies of the cooperative movement is associated with recognizing structural flaws in 

financing cooperative unions tend to have. Therefore, knowledge about union 

management by cooperative authorities should be reflected on institutions with 

sufficient financial strength to have professional teams of the highest technical quality, 

able to produce technically solid arguments with the force to generate conceptual 

changes at governmental institutions that influence the formulation of the technical 

regulatory framework for cooperatives. 
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At the same time, the lobbying strategies should also be improved so that they can foster 

instances for reflection and understanding of what cooperativism is and what it 

represents for the population. Those instances can be introduced in the legislation bodies 

and the main ministries of the executive power, where public policies that uphold and 

promote the development of cooperativism as an alternative for the development of the 

country are framed. 

The actions mentioned so far correspond mainly to the measures implemented in each 

country. However, for that power to reach superior instances and produce changes in the 

international financial system, it is essential to identify the state institutions participating 

in international spaces that have representation in the councils and boards of multilateral 

organizations that compose the international financial architecture. Once identified, the 

entities representing cooperatives should find the appropriate participation spaces, 

defending stances based on technical arguments in such a way that they can start having 

an impact on the decisions of said organizations. 

It is important to mention that, in general, and in a reactionary way, the cooperative 

movement has been characterized by its criticism to the application of a variety of 

international standards. This is fairly normal, since they have been designed by for-

profit entities, but, unfortunately, alternative proposals that might provide a way out of 

the issue of standards implementation have not emerged yet. If what the cooperative 

movement wants is the non-implementation of international standards because these do 

not sufficiently meet the demands of cooperative organizations, the action described 

above is appropriate. But if what we are looking for is that international financial 

architecture understands there is another way to do business, then we must go one step 

further. 

International standards are the result of intense work headed towards encouraging 

professional practices that basically intend to mitigate risks in different ways. These 

processes take years of collective construction, and, therefore, can in no way be 

cataloged as improvised or unprofessional. In fact, they have valuable strategic 

elements, and also count on the support of a large portion of the business, academic and 

governmental communities.  However, it is clear that they do not adequately include the 

fundamental elements of the cooperative business model. 

In view of this, the most appropriate strategy would be to take the best of the 

international standards, as they are the key to dealing with the international financial 

system and with state decision-making with respect to accounting, supervision and, in 

general, the regulatory framework for the business sector to which cooperativism 

belongs, in order to make the necessary modifications to the standards to fulfill the 

needs of the cooperative model, with the highest technical efficiency. 

Achieving these goals requires participation in many instances, a task that should 

probably start with the cooperatives themselves from their management model, which is 

mailto:member@aciamericas.coop
mailto:internacionales@cooperar.coop


DISCUSSION PAPER 
2.1 Cooperatives and the Financial System for Sustainable 

Development: Vision and Proposals for the Global Architecture of the 
Financial System 

Jorge Leal Ussa 

7 

Paseo Colón 38, 6th Floor, Office 6-10, San José, Costa Rica 
+506 40203540 karla.schlager@aciamericas.coop 

Ecuador 374, Buenos Aires, Argentina 
+5411 2113 2107 internacionales@cooperar.coop 

 

 

 

generally designed, executed and assessed in accordance with “traditional” professional 

practices that do not acknowledge a different form of doing business. Perhaps 

cooperatives can even fall into the trap of measuring their administration from a for-

profit business perspective, especially with financial indicators, and even efficiency 

models based on the notion of financial profitability. The pending task is the design of a 

cooperative business management model founded on principles and values, and, of 

course, the assessment of organizational management based on a doctrinal vision that 

allows for adequately assessing results according to the satisfaction of common needs 

and aspirations , more than with a cooperative “surplus”. 

One of the most common external pressures that ratify the wrong idea on cooperative 

management comes from supervisors. In general, these officials have guidelines and 

supervision models based on highly-technical international standards on prudential 

regulation directed to for-profit enterprise, even with banking regulation models that 

lack modifications that adapt to cooperatives. This is the normal situation when it comes 

to directives normally stemming from superior instances like ministries. That is why the 

technical strength of cooperatives, as institutions, becomes decisive to change the views 

of public officials in charge of supervising tasks. 

If there are sensitized supervisors, it is highly likely that the regulatory frameworks be 

better designed, not only with exceptions to the norm, as it has been commonplace in 

the countries of the region, but also with normative developments tailored to the 

cooperative business reality. 

This knowledge chain progresses until it reaches legislators, government 

representatives, central banks and even international organizations. This is essential for 

reinforcing the work of unions in the defense of the interests of the cooperative sector. 

Finally, it is clear that having voice in multilateral instances, with the goal of achieving 

changes in the architecture of the international financial system, requires multiple 

efforts and several instances. It is necessary that the unions representative of the 

cooperative sector get involved in these spaces so as to increase the possibility of having 

influence. This participation should be supported with accurate technical arguments that 

can prove the need to have a global conceptual frame that favors the cooperative model 

over traditional for-profit capitalist models. The differences should lie in those sensitive 

issues that are ultimately not aligned precisely because they are two models of economic 

operation that, from their very conception, have clearly different objectives and 

aspirations. 

This involvement process should be accompanied by bottom-up work involving 

operations going from primary, secondary and higher education processes, to the job 

carried out by grassroots cooperatives. To a great extent, the issue presented in this 

paper emerges from the lack of knowledge on cooperativism as a business economic 

model in our countries. 
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Nonetheless, it is important to revise the appropriateness of the adoption of all these 

provisions, taking into account the cooperative heterogeneity regarding economic 

activities, sizes and types of entities, which are elements commonly left aside when 

implementing measures for this type of organizations. 

 

Translated by Rocío Piñero 

for Abrapalabra Linguistic Services Cooperative 
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