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A fund for Asia, by Asia

ASEAN and Japan shoul d not be overly excited by the sudden change of heart
in global institutions over the proposed Asian stand-by facility. After
all, the about-face does not explain why the International Mnetary Fund
had opposed its formation in the first place. It was al so nade cl ear that
the IMF and the Wrld Bank were agreeing to the formati on of the Asian
fund sinply because they expect to have a big say in the way it is run

Unl ess Asia has no need for autonony and denocracy in the managenent of
its nonetary policies and the region's general welfare, its vice finance
mnisters nmeeting in Manila later this nmonth should viewthe | M~/ Wrld
Bank about-face with caution.

The ministers must renenber, that barely a nonth ago in Hong Kong during
t he annual | M~/ Worl d Bank neetings, an | M- official had said that the
exi stence of an Asian stand-by facility, which was then called the Asian
Monet ary Fund, woul d undernine the | M. Although Asean and Japan, who are
the brai ns behind the Asian fund project, had expl ai ned repeatedly that
this was not the objective of the fund, the | M- had seen fit not to extend
its support to the establishnment of an Asian counterpart.

One can only speculate that the M s opposition was due to the fact
that an Asian Monetary Fund woul d be a direct threat to its authority.
Clearly, to sonme in the M-, an Asian fund could lead to a clear division
bet ween t he West ern-backed fund based i n Washi ngton and the Asean/ Japan-
backed fund based in Tokyo or Kual a Lunpur. Should the Asian fund adopt
anot her set of policies and turn out to be nore effective in checking the
scourge of wild currency fluctuations and speculation, it may begin to
reflect badly upon the I M~. The fund coul d al so have been seen as an
attenpt by Asean and Japan to part with an institution said to be greatly
i nfluenced by Washington. If the Asian stand-by facility is set up outside
the I MF framework, it would dimnish Washington's influence in matters
that Asia depends on the I M- for and, by extension, the US and the West.
An Asian fund will also be a powerful voice when asking for internationa
monetary policies that are not inclined towards Wstern interests and
i deal s.

The vice mnisters neeting in Manila nmay want to consi der what Prine
M ni ster Datuk Seri Dr Mahat hir Mdhamad said on the need to push ahead for
the Asian stand-by facility with Asia in m nd. The Asian fund, he said,
shoul d be i ndependent of the I M. Representatives fromthe IMF and Wrld
Bank, who will neet Asean and Japan vice finance mnisters in Manil a,
woul d not accept this, of course. There is already a proposal to nake the
| MF's Tokyo office a secretariat for the Asian fund. The two Bretton Wods
institutions will, no doubt, be asking for nore before they give their
"bl essings" to the fund.

The Asian vice ninisters in Manila nmust ensure that they do not grant
any such concessions. The Asian fund is not being created to chall enge the
authority of the M and the Wrld Bank, or the influence of the US in
this region. It will be used to provide assistance to countries facing
econom ¢ problens related to a currency crisis. Wen Mxico suffered the
peso crisis, the US and the | M- provided aid swiftly. In the case of
Thai l and and | ndonesia, the I M was not "close" enough to act as swiftly.
The situation in Thailand coul d have been sal vaged had t here been an Asi an
fund nmonitoring the region. This, in turn, could have prevented the
contagion fromhitting other countries in the region, noving beyond the



region and i nfecting the world.
Those who will be in Manila to decide upon the setting up of the Asian

fund shoul d wel come the | M- and Worl d Bank's invol venent in rmanagi ng the
fund. Their experience should be utilised and the Asian fund will benefit
fromthe institution' s nanagenent systenms and expertise. However, the
runni ng and policy-nmaking of the Asian fund should be left to Japan and
Asean, or representatives fromcountries within the region. The fund
shoul d not be dictated by any single nation or power, be it Japan, China
or Asean. And certainly not by the IM~, the World Bank, or the US.
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