04/ 12/ 1997
Di vergent views energi ng on proposed fund

Fauzi ah | smai |
IN Manila |l ast nonth, Asian vice finance mnisters and central bank deputy
governors junked the idea of the US$100 billion (US$1 = RMB. 64) Asia Fund.

They watered it down to a comitment they | abelled as a "currency
financi ng arrangenent™ nodel |l ed after the assistance package put together
for Indonesia, under which the International Mnetary Fund (I MF) sponsored
a financial package which was supported by other countries in the region.

Assi stance fromother countries is on an "as need" basis.

There will not be a pernmanent pool of funds or an institution to operate
the fund.

It was a decision largely dictated by the Wst, as the | M- - which has
the US as its |largest shareholder - had laid down fromthe start the
condition that any currency support arrangenent in the regi on woul d have
to be linked to it.

And to get any arrangenent going, the region has no choice but to conply
with the demand.

This week in Kuala Lunmpur at the Asean Fi nance M nisters' neeting,
however, the idea of the Asia Fund was "revived". Al though Prinme M nister
Datuk Seri Dr Mahat hir Mhanmad said at a press conference that the US$100
billion figure sounded "too good to be true", he was happy that the
concept was not quite "buried".

H s deputy, Datuk Seri Anwar | brahim speaking before the start of the
meeting, said there was still keen interest anbng nenbers to see the
proposed fund, nooted by Japan at the Asi a- Europe Fi nance M nisters
Meeting i n Bangkok | ast Septenber, established.

"There is enthusiasm (on the Asia Fund)... we nust all ow nenber
countries to further discuss and see when we can operationalise the
setting up of this facility. It warrants very serious consi deration by
m nisters attending the neeting,” he had said.

There is the unfounded fear that countries in the region would not be
abl e to manage the proposed fund by thensel ves, but Dr Mahathir differed.
Asean countries are responsi bl e enough and fully capabl e of managi ng the
fund, he said.

Unfortunately, Asean nenbers failed to speak in one voice on the issue

Each had its own interpretation of the Asia fund and of the cooperative
financing arrangenent. It is not surprising that divergent views had
energed, considering some nenber countries are already receiving | MF
assi st ance.

Phi | i ppi ne Finance Secretary Roberto de Ccanpo was agai nst referring to
it as a "fund". He said: "Stop calling it a fund. Wen you talk of a fund,
it is a pernmanent pool of funds and a permanent secretariat to handle it."
The arrangenment has neither

He al so said the currency financing arrangenent, which will be further
di scussed by the region's finance officials in Japan early next year, is
not part of a structure within M- and "as such, it is not attached to the
I MF".

However, operationally, there will be a link. This is because a country
seeki ng financing under the arrangenent, nust first turn to the I M for
assi st ance.

The idea is the cooperative financing arrangenent will provide the
di fference between the required anbunt and the sumthe | M- comes up with
he sai d.



Dr Mahat hir argued, however, that the Asia Fund "could be triggered by
the I M but it need not be supplenental to the resources of the
multilateral financing institution and be subjected to the sane
conditionalities.

He al so pointed out that the decision nade in Manila was "non-bindi ng"
as it was discussed and deci ded upon by only vice finance ministers and
central bank deputy governors.

The Prime Mnister also said Japan had indicated that it is willing to
assist in the setting up the fund, but the US remai ns adamant that the
resources shoul d be channel |l ed through the | MF

There were also fears that Japan, because of its own econom c probl ens,
woul d no | onger be as keen to extend assistance to countries in the
region.

It is understood that Japan Vice Finance M nister Eisuke Sakaki bara
reassured Asean that assistance, al beit possibly scal ed back, would
continue to be offered. In fact, he was said to have indicated that Japan
may present Asean with "a souvenir" at the Asean commenorative sunmit in
Kual a Lunpur on Decenber 14-16. Wether this materialises and in what form
remai ns to be seen

Japanese Prinme M nister Ryutaro Hashinpto is expected to make sone ki nd
of announcenent at the summt which will also be attended by the | eaders
of Chi na and Sout h Kor ea.

( END)



	Divergent views emerging on proposed fund (NST 04/12/1997)

