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Tal ki ng t hrough the snokescreen of Southeast Asia' s troubles

K. C. Boey

THROUGH t he debate raging in global financial circles over the snmoke and
haze that has literally and nmetaphorically clouded Sout heast Asian
currency and capital markets, Australia has kept its head down.

Canberra has had its own preoccupations. Prine Mnister John Howard
suffered through the notions at the 16-nation South Pacific Forumin the
Cook Islands, ill at ease on two counts.

The enbarrassi ng | eakage of an internal briefing docunment in July
tarring Pacific islander | eaders in disparaging terns had had Howard on
t he defensive fromthe start.

Known ahead, too, was that Australia was not going to see eye to eye on
global limts to greenhouse gas em ssions with islander nations threatened
wi th subrersion by possible rising of sea water |evels.

In the event, Australian political and econom c might prevail ed. The
forumended w t hout agreenment on a unified position on greenhouse gas. The
conproni se stand was for individual nenber nations to take their own
position to the global climte conference in Decenber in Kyoto.

Awai ting Howard in Canberra was an i npendi ng donestic row over
mnisterial travel clainms that would | ead to himl ast week sacking three
M nisters and his two npst senior bureaucratic staff, one of themhis npst
trusted friend and advi ser

Through all the internal strife, Peter Costello, the Treasurer - and
| eadership aspirant - was in Hong Kong attending the neeting of nationa
| eaders and central bankers with the Wrld Bank and the Internationa
Monet ary Fund, picking Australia's way through the mnefield laid by the
econom ¢ turnoil in Southeast Asia.

The ranmifications for Australia of an economic reversal in Asia are far-
reaching. Costello's understated stance in Hong Kong was cal cul at ed; when
el ephants do battle, ants are well advised to steer clear.

The Worl d Bank/|I MF neeting is cryptic rem nder to Australia of the
dil emma presented by its history and geography. This is the challenge in
the council Australia craves in Asia.

The reconciliation of contending values is what |ies ahead should
Australia eventually, as it hopes, finds a seat on the side of Asia at the
Asi a- Eur ope Asem di al ogue.

In Hong Kong, the position of lan Macfarl ane, governor of the centra
Reserve Bank of Australia, on financial liberalisation is set by the
econom ¢ orthodoxy informed by the institutions and conventions of a
i beral West.

Costello can ill-afford the |luxury of such sinple equations. He is in
full agreement with Macfarlane; no question. But Costell o knows, too, that
Australia would not be served by a nobno-di nensi onal view of the debate
ragi ng over Southeast Asia.

Thus his focus in Hong Kong, confined to platitudes for the restoration
of confidence in global financial arrangenents.

The econoni ¢ conment at ors, bankers, market anal ysts, players and screen
jockeys - fingers poised over el ectronic keyboards and panic buttons in
the stock exchange, and currency and bond narkets - feel no such
restraint.

Nor should they. It is the nature of capital markets after all. The
econom ¢ rationalist argunment remains that market forces provide a check
and bal ance on the efficient allocation of global resources.



That's a view on which nmany, even within Southeast Asia, see a silver
lining in the region's financial woes. It's a "wake-up call", as Abdu
Razak Bagi nda, director of the Ml aysi an Research and Strategic Centre in
Kual a Lunpur, put it at a sem nar on Asean in Ml bourne.

Beyond the econonic realm there are dinensions to politics, culture and
social inplications that surfaced in Hong Kong. |ndeed, these dinensions
carried over fromthe Post-Mnisterial Conference of the Association of
Sout heast Asian Nations in Kuala Lunmpur in July, set the tone for Hong
Kong.

The broader debate riveted attention in the popular Press, hanging on to
every word of Prinme Mnister Datuk Seri Dr Mahathir Mhamad and his bete
noire, the US financier and currency trader George Soros.

The market purist is dubious about any hint of a m x of econom cs and
politics. In econonmic terms, their viewis that the contentions of Dr
Mahat hir don't stack up

The narket reaction is cold and cal culated. The ringgit drops in val ue
yet again. Market capitalisation in the Kuala Lunpur Stock Exchange turns
sour once nore.

Yet nodern economic theory has not devel oped in isolation. Not for the
18th century father of nmodern econonics Adam Smith, who based his theory
on noral philosophy. Nor for the socialist reaction that foll owed,
personified in Karl Marx.

The nexus between econonmics, and politics and the social dinensions of
human organi sati on, underpin the contentions of the two protagoni sts who
have becone the focus in the currency debate: Dr Mahathir and Soros.

I ndeed, it is the social dinension of Soros - manifest in his Soros
foundation's network spread over 31 countries on three continents - that
led Dr Mahathir to question Soros's notives.

In the conprehensive perspectives with which Dr Mahathir and Soros vi ew
soci al organi sation, there is nmore i n conmon between themthan either
woul d care to draw attention to.

There are those who woul d have us believe that the schismin Hong Kong
isinter-civilisational. Yet there is no conflict in the shared conviction
that capitalismhas some way to go before it can lay claimto offering the
i deal in bal anced devel opnent.

As much of the focus on Soros's lecture to bankers in Hong Kong was on
his reaction to Dr Mahathir's address at the same forum he affirmed the
under|yi ng accord between them

As Soros put it, he was "at | oggerheads with the | aissez-faire ideol ogy
whi ch contends that free markets are self-sustaining". Hs viewis that
mar ket forces cannot be left to correct their own m stakes, "because they
are liable to overreact and to behave in an indiscrimnnate fashion”

This goes to the heart of a treatise Soros penned in the Anerican
journal The Atlantic Monthly el aborating on the virtues of the open
soci ety advanced by Soros's intellectual guru, the Austrian phil osopher

Karl Popper.
Soros wote in that February issue of The Atlantic Monthly: "Although
have made a fortune in the financial nmarkets, | now fear that the

untrammel l ed intensification of |aissez-faire capitalismand the spread of
mar ket values into all areas of life is endangering our open and
denocratic society.

"The mai n eneny of the open society, | believe, is no |onger the
comuni st but the capitalist threat."

The exchange between Dr Mahat hir and Soros in Hong Kong encapsul at es
el enents couched in nore or less diplomatic | anguage at the forma
meeti ngs. However respective sentinent is expressed, the underlying
di scernment is that there is no conflict between the different schools in



their vision of the end goal - good governance. The disagreenent is in the
means towards that end.

In the econonmic realm the financial markets will be encouraged that the
nati ons of Southeast Asia are prepared to |listen. The Southeast Asian
nati ons have cone to an agreenent for a dialogue with the US to discuss
the creation of a regional currency stability fund.

The preparedness to talk is an affirmation of Southeast Asian conmm tnent
to financial nodernisation, and the continued openi ng of financial and
capi tal markets.

The hope in Asia is that international capital will give reciprocal
hearing to appeal s for a conprehensi ve approach to soci al devel opnent. In
Canberra, the relief is in the contending parties remaini ng engaged.

( END)



	Talking through the smokescreen of Southeast Asia's troubles (NST 01/10/1997)

