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| M= policies cone under fire

DOUBTS and criticisnms are nmounting about the role and policies of the

I nternational Monetary Fund in Asia as the region's econom es continue to
reel fromcurrency and stock market declines despite the "bail-out"” of
Thai | and, 1 ndonesi a and Sout h Kor ea.

On Dec 14 last year, the political |eaders of Thail and, Ml aysia and
Chi na attending an Asean Sunmit neeting in Kuala Lunmpur expressed concern
that the recent I MF aid had not brought recovery to the region.

Reporting on the bilateral tal ks between Ml aysian Prinme M nister Datuk
Seri Dr Mahat hir Mohamad with Chi nese President Jiang Zenmin and Thai Prinme
M ni ster Chuan Leekpai, Foreign Mnister Abdullah Badawi said: "The | M
has not brought i mediate recovery ... It is a fact that the situation has
wor sened. W thought that when the I M- got in, things would inprove
However, the situation is getting nore difficult."

He added that questions were being raised whether the | MF was hel pi ng
the situation or causing nore problens.

"The | MF has been successful in Mexico but it doesn't seemto work for
us. Maybe we can't give Panadol to everyone ... Sone are allergic to it
and the ill ness becones worse."

Abdul | ah Badawi al so reported that the Thai premier said the | Vs
assi stance to Thail and had not borne any significant result and that he
feared the assistance nay be "too late" to rejuvenate the country's
econony.

In the past few weeks, there have been a torrent of increasingly sharp
attacks on howthe M- is operating in Asia and the negative effects of
its policies.

Even nore significantly, the criticisnms are coming not only from
politicians, |Iabour unions and consuner groups of the region, but also
fromestablishnent economists, international newspapers and nagazi nes.

One reason for this swing in opinion is the spectacular failure of the
| M= rescue packages in restoring confidence or stability in the currencies
and stock markets of South Korea, Thailand and I ndonesia, the three
reci pi ent countries.

It had been expected that a recovery process woul d begi n once these
countries fell under the discipline of the I MF

Instead, the policies inposed on themby the I M- (including severe
econom ¢ contraction and a prohibition on aiding troubl ed financi al
institutions and corporations) seemto have created nore, rather than
| ess, fears of inpending econom c coll apse.

Last week, the region suffered further financial stress and turnoil as
the currencies in South Korea, Thailand and | ndonesia fell to new | ows.

The South Korean won fell continuously on news of nerchant bank cl osures
and fears of coming collapses of its giant corporations.

Tough policies forbidding official help to ailing local institutions are
part of the I MF' s conditions.

Ironically, the fears fuelling the won's free-fall are becom ng a self-
fulfilling prophecy as the sharp decline in currency values is a main
factor in driving the region's indebted conpani es and countries into deep
troubl e.

When Dr Mahat hir declared his nation's intention to avoid seeking | oans
fromthe | M-, he becane probably the first political |eader in the region
to criticise the policies the agency attaches to its rescue package for



Asi an countri es.

At an intervieww th senior journalists in Tokyo on Nov 28 | ast year, Dr
Mahat hir said that although he could not discount the possibility of
having to seek M- aid, "we will resist it as nmuch as possible."

He criticised three conditions tied to | M- | oans: that the country nust
open up its financial market, resulting in powerful foreign banks buyi ng
up | ocal ones; interest rates would have to go up, stifling business
growt h; and hi gher taxes, burdening the people already hit by a
depreci ated currency.

"Al'l these conditions are designed to enable the countries to pay back
their debts to foreign banks and institutions so that they will get back
their noney but the people will suffer.”

On Dec 1 |last year, speaking at the Asean Finance Mnisters neeting in
Kual a Lunpur, Dr Mahathir said the IMF offers to | end money with which to
repay | oans to foreign | enders.

"But the loans come with a string of conditions, principal among which
is the opening of the financial sector to full foreign participation. It
is likely that this will result in foreign banks eventually domi nating the
fi nances of the country concerned."

Sone observers felt the Prine Mnister mght have been too outspoken in
attacking an institution that many peopl e consi der the oracle of economc
truth and the guardi an of financial prudence. Instead, it appears he
started a trend.

The I MF is increasingly being blanmed not only by the | ocal people but
al so by the international nedia that normally support the kind of
free-market orthodoxy chanpi oned by the | M-

In South Korea, there have been al nost daily denonstrations, street
protests and si gnature canpai gns by | abour and consunmer organisations
against the M s policies, which are seen to be inposing a new inperi al
"trusteeshi p" on the country.

News reports and opinion pieces critical of the | M s Asian policy have
been appearing alnost daily in the newspapers in South Korea, Thailand and
Mal aysia, as well as in international nedia such as the Financial Tines,
the Asian Wall Street Journal and the International Herald Tribune.

Even a recent issue of Time magazine had a critical cover story with a
title that reflects the rising doubts: "The Great Asian Bailout: WIIl the
| M= save the region's econom es - or nake things worse?"

The major criticisms being made by the wi de range of critics include the
fol | ow ng:

* Some of the IMF's conditions are forcing the countries to change their
policies protecting donestic companies and instead to open up the
econom es to foreign dom nation in ownership and trade.

* The | M has been influenced or manipul ated by the US and ot her rich
nations to put in these conditions so that their conpani es can gain market
access. What the North was unable to do through bilateral or nultilatera
pressures it is now getting by using the | M- | oans as | everage.

* The | MF practises double standards in favour of international banks
and agai nst local financial institutions, conpanies, depositors and
shar ehol ders.

On the one hand, it insists that the governnents play by strict narket
rules and not put in noney to rescue ailing local financial institutions
and conpani es, but on the other hand it wants the governnents to pay back
all the external | oans contracted frominternational banks, including the
huge debts of the private sector that have gone sour

The foreign banks will, in other words, be given gigantic subsidies so
they do not have to suffer for their m stakes, whilst |ocal banks and
conpani es are forced to go under



* Ot her key I M- conditions, especially the raising of interest rates,
cuts in governnment spending, forced closure of |ocal banks and conpani es,
are m splaced as they were designed for countries facing different
pr obl ens.

I nstead of helping, the policies will further weaken or kill off key
| ocal private-sector institutions.

* The M- s policies are made by staff who do not adequately understand
the countries they are presiding over. Yet these staff nenbers are put in
a position to (in a very short period of days) design and even radically
alter policies of whole econom es which up to now have been doing so well
they had | ong been held up as nodel s of econom c success.

* The | MF preaches about the need for governments, banks and conpani es
to be open and transparent, but its own operations are conducted and its
policies are made i n secrecy.

| ndependent econom sts and even nmarket anal ysts are no longer willing to
take the | MF prescription as sacred and are now warni ng governnments and
the public against accepting it on the basis of "blind faith".

Even nore powerful than the critics in eroding confidence in the | MF s
performance is the | ack of progress of those econom es that have been
forced to undergo its nedical treatnent.

Wil st the markets initially welconed their seeking | M- hel p, South
Korea, Thailand and | ndonesia are now facing no end to the agoni es of
falling currency and stock market |evels, as recent events showed.

There is a lack of confidence in the market itself that the policy
conditions tied to the I M- rescue will lead to recovery. - Third Wrld
Net wor k Feat ur es
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