18 SEP 1999
CAPI TAL CONTROLS
CAPI TAL CONTRCLS MAY BE MAJOR TOPI C AT WORLD BANK/ | MF MEETI NGS

KUALA LUMPUR, Sept 18 (Bernamm) -- The sel ective use of capital
controls is likely to be a major issue at the annual neetings of the
International Mnetary Fund (I M) and the World Bank i n Washi ngt on next
week, says |IPS journal.

In publishing a report originating fromMexico City, the daily's Sept
16 issue said unless the major western countries heeded Prinme M nister
Datuk Seri Dr Mahat hir Mhamad's call for a new global financial
architecture that would protect devel oping countries fromthe volatility of
short termcapital, then many devel opi ng countries would have to | ook at
the option of controls as a sort of insurance.

The report, entitled, "Ml aysian Success Spawns New Thi nki ng on
Control s", quoted WlliamDllinger, one of the authors of the Wrld Bank's
1999- 2000 Worl d Devel opnent Report, as saying that five years ago the
conventional wi sdomwas that controls were always bad and there woul d be
capital flight if they were inposed.

"Now, there is a little bit of doubt about that position,"” he said.

However, Dillinger did say that the use and effectiveness of the
controls would vary fromcountry to country.

He, however, enphasised that devel oping countries should seek to
strengthen their financial institutions and create a framework for
attracting long terminvestnent capital. These measures include defining
the rights and obligations of nultinational investors.

The report also said that the nost surprising endorsenent of Malaysia's
sel ective capital controls canme fromthe I MF which had opposed t hem | ast
year.

This followed an I MF board neeting in July whose nenbers agreed that
the controls had produced positive results than originally expected. --
BERNANA
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