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KUALA LUMPUR, March 17 (Bernama) -- By now, major players of Asean --
Mal aysi a, Thail and, |ndonesia, and the Philippines -- would have better
understood the hard and bitter | essons of seeing the value of their
currenci es drop against the US dollar.

G ven the predom nance of the greenback in world trade, these countries
have to endure the acconmpanyi ng hardshi ps when the US dol | ar appreci ates
agai nst their currenci es.

But anot her school of thought has enmerged: why use U S. dollars when
you can conduct transactions in baht, rupiah, Singapore dollar or peso for
i ntra-Asean trade?

"W may reject it as a hare-brained idea, but there is no harmin
exam ni ng every possibility of restoring the health of our econony,"
M ni ster, Datuk Seri Dr Mahathir said when he proposed the Bilatera
Paynments Arrangenent (BPA) | ast Decenber as a nmeans to cushion the inpact
of the US dollar's appreciation against the region's currencies.

The proposal is ainmed at reducing the region's dependence on the U S
dollar and hel ping to revive weak Asean currenci es, which have fallen
sharply in value against the U S. dollar since |ast sumrer.

In the past few weeks, Dr Mahathir's so-called "hare-brained" idea has
won support fromhis Asean counterparts in the Philippines, Thailand and
Brunei. Indonesia had al so agreed to take part in the trade schene despite
earlier msgivings about joining i nmedi ately because of its volatile
rupi ah. It was al so endorsed by Asean finance mnisters in Jakarta early
t hi s nont h.

Central bank governors from | ndonesia, Ml aysia, the Philippines,

Si ngapore and Thailand al so nmet in Jakarta |last nonth to |l ook into the
proposal to use local currencies with nenbers of Asean which groups Brunei,
| ndonesi a, Laos, Myanmar, the Philippines, Singapore, Thailand, Vietnam and
Mal aysi a.

Its mechanism Dr Mahathir says is sinple. "It is what we have been
urging all the time...to get away fromhaving to use currenci es not
bel ongi ng to Asean

"The central banks in each country will set up a clearing house...and
settle trade transactions on a daily basis. Wth the advances in
informati on technol ogy, this can be done up to the mnute. But the BPA
woul d start as soon as possible,” he said.

It has been proposed that regional central banks woul d act as clearing
houses for trade paynents and woul d of fset each other's receivabl es and pay
the difference in dollars.

Central banks, governnent financial institutions or private entities
woul d act as clearing agents for trade paynents, offsetting each other's
recei vabl es and paying the difference in dollars. Trade woul d be
periodically settled between clearing agents of participating countries on
a net basis, thereby reducing the amount of forei gn exchange required.

International trade and industry mnister Datuk Seri Rafidah Aziz says:
"As long as traders are willing to acccept each other's currencies and as
long as there is sonething to buy and sell that can be offset or settled
with the currencies they have, the practice can start right away."

M TI figures show that |ast year 73.6 percent of Ml aysia's exports or
US$162.95 billion and 64.9 percent of inports or US$143.426 billion were
conducted in US dollars. Malaysian exports totalled US$221.4 billion and
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i nports US$221 billion in 1997. Only two percent, US$4.43 billion of total
exports, and 10.6 percent, or US$23.426 billion, of total inmports were
transacted in yen

Thai Finance Mnister Tarrin N mranahaemi nda, on his return from
meetings in Jakarta recently, said that Thailand will start using baht for
intra-Asean trade within three nonths, beginning with a shipnment of palm
oil from Mal aysi a.

Palmoil is currently priced in US dollars, even for the Ml aysi an
mar ket and yet its cost is inringgit, a currency that has been deval ued.

"While we do not grudge the windfall profit our exporters get due to
the deval uation of the ringgit, we think that the donmestic market should
not be burdened by the extra profits which palmoil producers would get by
selling in the donmestic market at export prices," says Dr Mahathir

Last Friday, Rafidah announced that the Cabi net has deci ded that al
government tenders nust be quoted in the ringgit or in the supplier's
currency.

"It is not that we do not want to use the US dollar or pound sterling.
But by using the local currency or the supplier's currency, we can create a
hi gher demand for our own currency."

However, Rafidah said the government nust |ead the way for the private
sector in the use of local currencies in international trade, adding that a
new culture in international transactions needs to be nurtured.

"For a start, we are trying with Asean countries and will |ater expand
to other trading partners in the rest of the world."

Ami dsr the | atest devel opnments, Myanmar had al so agreed to taking part
in the Malaysian initiated schenme for intra-Asean trade using regional
currenci es.

Anal ysts sai d Asean nenbers would need tine to turn the idea into
somet hing nore tangi ble. They feel that the Asean currency plan nmay not
of fer an instant panacea for the region's financial problens and could face
resi stance from sone.

Sonme economi sts al so doubt that the proposed neasure will do nmuch to
reduce dependence on the U.S. dollar since trade within the region remnains
relatively small, reaching only 22.8 percent of the total US$170.6 billion
traded by Asean nations in 1996.

Wil e they agree that over-reliance on the US dollar had put a strain
on Sout heast Asian countries, particularly since the financial crisis has
sent the value of their currencies plumreting, they say the yen mght be a
better counterwei ght.

Japanese Vice Finance Mnister for International Affairs Ei suke
Sakaki bara said in Kuala Lunpur recently that Asian nations depended too
much on the US dollar and shoul d use the yen nore widely in regional trade.

"Use of local currencies for intra-regional trade, | think, is an
ef fective counter-neasure to cope with the situation. For the
Japanese- Asean trade, nore use of the yen may be commendabl e and we will
i nvestigate ways (for them) to use nore yen in trade with Japan.

As Dr Mahathir puts it: "The systemand the gane rules of a gl obalised
world might not favour Asean now "but we will learn to handle themin tine
and we wi Il bounce back, possibly stronger than before.

"What we need to do nowis to build up our internal strength, our
organi sation and our unity and then we will overcone." -- BERNAMVA
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