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VWHY, then, is further financial |iberalisation urged, when the costs to
soci ety are so great? To answer that questi on we have to ask, who
benefits? And who bears the costs?

Clearly, many people and institutions benefit. Vast fortunes are nmade.
And when these turn to | oses - such as the Long Term Capi tal Managemnent
hedge fund - free-market ideas are abandoned and bail outs arranged.

The United States al so benefits fromderegul ated financial markets
globally. Their financial institutions areinthe best position to take
advant age of these deregul ated gl obal narkets.

The dom nant economic powers at any tine in history tend to favour free
trade in both goods and capital, precisely because they are in the
dom nant econonic position to take advantage of the free markets, at the
expense of others.

The mai n opponents to any regul ati ons of specul ations - apart fromthe
specul ators thensel ves - are therefore the US Governnent and the Anerican
institutions. And when we tal k of Anerican institutions, it is hard not to
i nclude the International Mnetary Fund, being so closely entwined as it
iswith the Vall Street-US Treasury nexus. One m ght even say the Wall
Street-1 MF nexus.

The | M- is deeply i mbued wi th an economi ¢ phil osophy t hat inpedes the
achi eving of international financial stability and wi dely shared econonic

prosperity.
The | M- phi | osophy has given rise to an economi ¢ outl ook t hat recomrends
fiscal austerity, financial liberalisation, and export-led growth

i rrespective of circunstances.

Over time, such a policy configurationis likely to aggravate the
probl emof financial instability, and i ncrease the risk of gl obal
defl ati on being triggered.

The need to reformthe gl obal financial systemneeds, though, to take
account of the huge increase in all sorts of international economc
relations - fromtrade, to investment, to the activities of nmultinational
corporations, as well as the explosion of specul ative financial flows.

These devel opnents have been characteri sed as marki ng a ~gl obal i sati on’
of international econom c activity - the w dening and deepeni ng of
i nternational econom c interactions.

It would thus be a m stake to see gl obalisation as synonynous with
econom c | i beralisation. Deregulation and liberalisationis sinplythe
formthat such gl obalisationis currently taking, giventhe current gl obal
neo- i beral regine.

Thus, many of the problens that appear to stemfromgl obalisation are
due rather to the neo-liberal regime of deregul ation and | ai ssez faire
wi t hin t hese devel opments are occurring.

In considering the need for a gl obal response to currency specul ati on
and financial instability, we must of course start froman exam nation of
the current state of the "gl obalised econony.

| ndeed, as Prinme M nister Datuk Seri Dr Mahathir Mhanmad argued i n the
first Perdana | ecture, this globalisationis very much a part of the
probl em

For both international and donestic reasons, then, it is therefore
necessary to work on two | evel s - strengthening national controls over
capital flows on the one hand, while at the sanme tine working towards an



alternative set of international structures on the other.
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