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A prom se largely unfulfilled

M Shannugam

NEVER M ND t hat the Asia-Pacific Econom c Cooperation (Apec) sunmit failed
to achi eve anything substantial. As diplonacy prevailed, the neeting did
come out with the second best options available for the 21-nenber

economi es.

In the run-up to Apec's Kual a Lunpur Summit, expectations had run high
that the nmeeting could initiate a plan to regul ate and enhance
transparency in the specul ative capital flows of international currency
mar kets. The KL Sunmmit was al so poised to | aunch the anbitious trade
liberalisation progranme in nine crucial sectors within the Apec

econom es.

But nothing substantial that could be put into practice cane out of the
KL Sunmit in both these agendas, at |least not in the short term Apec's
trade agenda to liberalise the nine trade sectors did not even nake it to
the |l eaders sunmit as it was stopped in its tracks during the trade

m nisters neeting. |nstead what energed was the second best option, which
was to discuss the matter at a World Trade Organi sation neet. (See
acconpanyi ng story.)

As for the regulation of currency traders and transparency in
international capital flows, the matter was referred to the G 22 forum
whi ch is conposed of devel oped and devel opi ng nations. This was al so the
second best option available in light of glaring differences of opinion
anong Apec nmenber econonies on the matter.

Sone people feel the reason why the KL Sunmit had to contend with second
best options was that the Apec nenber countries shared little comopn
ground and had differing priorities. “Perhaps the little conmon ground

bet ween menber econoni es reduced the Apec process and elicited its trivia
responses. The KL summit does not suggest the | eaders' seriousness in
overconing i ssues that societies affected by the financial crisis were
grappling with,' says Professor Rajah Rasiah of Universiti Kebangsaan

Mal aysi a. "~ The proposed East Asia Economi ¢ Caucus (EAEC) woul d have been a
better platformas there are nore common grounds for the nenbers.

"And to nmake nmatters worse, the summit was over-shadowed by politica
overtures,  he says, in apparent reference to the controversial statenent
made by American vice-president Al Gore at a dinner hosted by the Apec
Busi ness Advi sory Council (ABAC). Core, in his address, called for
denocratic reforns in Asian countries affected by the financial crisis and
inmplied his support for the Reformasi Myvenent. Gore's remarks nmet with
vehermant protest fromindividuals, corporate figures and political parties
in Mal aysi a and over-shadowed the | eaders sumit.

Prof essor Rajah's views on little conmmon interest between Apec nmenber
ec2onomni es are echoed by Professor Mchael Leigh of Universiti Mal aysia
Sarawak. "It was the neeting with, perhaps, the | owest commopn denoni nat or.
It did not push boundaries at all,' says Professor Leigh. “Although there
were resolutions to pronote free trade, there was no push for their
practise.' Professor Rajah says he feels Apec nmenber econonies were on the
platformto perpetuate the interest of their own econonies and of

t hemsel ves.

Even the agenda on the financial crisis (which has affected nore than

hal f the Apec nenbers and could threaten the actual exchange of goods and
services) did not get a coherent response.

Prior to the Apec sunmit, Prime Mnister Datuk Seri Dr Mhathir Mhanad



had suggested that it was the appropriate forumto get the ball rolling on
a new financial architechure. But on the eve of the | eaders summt, South
Korean Presi dent Ki mDae-jung and Australian Prine M nister John Howard
said during a session with | eaders at the Apec Business Summit that it
woul d be difficult to supervise the international flows of capital.

"It is not an easy task as it is difficult to draw a |line between funds
meant for investment and specul ative activities," Kimsaid in response to
a question posed by a del egate at the session. Howard expressed his
concern and synpathy for the econonies affected by the financial crisis
but did not disguise his sceptismof plans to regulate the flows in the
international capital narkets. "Any proposed plan can go a certain

di stance but after that it will run foul and inpede the devel opment of
free markets,' he said.

Al though the overtures for a new financial architecture ran aground at
the KL Summit, one consolation was that the | eaders agreed to call for a
review of the practices of rating agencies given the i npact these agencies
have on countries. But howthis will be done remains to be seen as rating
agenci es are private bodi es.

The | eaders will also ask their finance mnisters to work on proposal s

to pronpote capital flows and economi c recovery in the region through
private and public sector coll oborative partnershi ps.

To this extent, anbng the nore significant and positive outconmes of the
KL Sumrit were conmitnents frombetter off Apec nenber econom es,
especially in Asia, to help distressed nmenbers. Before the KL Sumi t,
several plans to inject liquidity into the affected econom es, nanely

| ndonesi a, Mal aysi a, Thail and, South Korea and the Phili ppi nes, had been
proposed by nenber econonmi es.

The nost prom nent was the US$ 30 billion Myazawa Initiative nooted by
Japan. Fifty per cent of the proposed sumwould be given out in short term
advances, with the bal ance earmarked for long termaid. This is Japan's
direct bilateral aid to the affected econoni es.

Not to be outdone, the United States (US) also got into the act although
inreality it was a poor effort. During the summit Gore announced t hat
Japan, jointly with the US, would provide US$ 10 billion in nultilatera
aid to the affected economes. The USis to provide US$5 billion for the
plan call ed the Asian Growth Recovery Programe. Japan is to provi de US$3
billion and the rest would cone fromthe Asian Devel opnent Bank and Wrld
Bank.

But is this enough to help the affected econom es?

A Japanese official explains that the US-Japan effort could bring in

nmore funds. ~The joint Japan-US package is a multilateral aid. This neans
that other better off economes are welcone to joint this effort with
contributions to increase the anobunt avail able for disposal,’ says Sadaak
Numat a, the spokesperson for Japanese Prine M nister Keizo Gouchi

"This is different fromthe Myazawa Initiative which is bilateral aid.
The Japanese aid is also flexible and is not unilateral in identifying
where the funds should go. It is a two-way process,' he says.

Taiwan al so offered an aid package to affected countries but it was not
included in the Leaders Declaration. Sources say this is largely due to
political differences between Taiwan and China. Taiwan, in an initiative
| argely promul gated by the the country's chapter of ABAC, proposed a

Col l aterised Bond Obligation (CBO to inject liquidity in the region.
This nmethod, says Nel son Chang, an ABAC nenber from Taiwan, is perhaps
the nost cost effective and sustained exerci se of raising funds and addi ng
liquidity in the region. Athough not in the Leaders Declaration, Ml aysia
will take the lead in coordinating the CBO which will require sovereign
guarantees fromthe better off countries in the region.



Tai wan has announced that it will contribute US$ 1 billion to the CBO
Besi des that, Taiwan is also offering another US$ 1 billion to Mal aysia as
advance paynent for liquified natural gas, and has set up a US$ 300
mllion entity to invest in specific industries in Southeast Asia.
Among all the plans, the Myazawa Initiative |ooks the best as it is a
formof direct aid, involves no guarantees and will cone on stream by
April next year. The CBO i nvol ves guarantees frombetter off economes in
the region |like Singapore and will take some tinme to take off. As for
America's Asian Gowth Recovery Progranmre, not nuch is known.
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