23 SEP 1999
CONTROLS- JAPAN
JAPAN CAN NOW EMPLOY CAPI TAL CONTROL AS TOOL FOR ECONOM C POLI CY

KUALA LUMPUR, Sept 23 (Bernanmm) -- Japan, which has toyed with the idea
of capital controls, can now use themas a tool for econom c policy
followi ng the recent endorsenent of such controls by the Wrld Bank, said
Asia Tines Online.

The endorsenent, follow ng the reversal of the bank's opposition to
Mal aysi a' s use of selective exchange neasures, neant that the internationa
financial community no | onger regards the controls and Malaysia's Prinme
M ni ster as taboo.

Si nce conventional w sdom has now accepted capital controls as a
legitimate tool in economc policy, it can be used by Asian nations that
have not and cannot solve their structural problens wthout destabilising
their societies, said Asia Tines.

"W nean, of course, the Japanese," it said in its Sept 21, 1999
article, released by the National Econonic Action Council (NEAC) here
t oday.

Asia Times said Japan had contenpl ated using the controls and had, in
hi ghly informal ways, used them

"But Japan, as a charter nmenber of the international financial
community's conventional wi sdom has never formally inplenmented nor even
endorsed them " the nagazi ne expl ai ned.

Now t hat the taboo on capital controls has been renoved, Japan can
enpl oy themas a conventional tool, said Asia Tinmes, adding: "So can other
Asi an countries."

Asia Times said in the long run, the change of perception by the
i nternational financial comunity on Prime Mnister Datuk Seri Dr Mahathir
Mohamad will also bring his other ideas into play.

"OF particular inportance is his idea of a regional Asian bloc,
excluding the United States, based on the yen and Japan, with capital
controls as a regional nanagenent tool.

"Neither of these outcones is intended by the Wrld Bank or the
I nternati onal Monetary Fund (who had al so endorsed Ml aysi a's capital
controls), but both are the enbodi nent of the unintended consequence,” Asia
Ti mes sai d.

It added that for many in Japan, who have quietly agreed with Dr
Mahathir's ideas, the change in the international econonic community's
perspective will open the floodgates to the ideas of an East Asian econom c
bl oc.

"Thus, the World Bank and the | MF have effectively handed Asia
legitimsation for a regional bloc designed not only to facilitate
intra-bloc trade, but also to create regional regul atory bodies to nmanage
the capital flowin and out of the bloc," it said. -- BERNAMVA
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