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Powers cl ash over international financial reform

Har dev Kaur

DAVCS, Sun: Governnent | eaders, corporate chieftains and internationa
policy makers vied with nother nature in the Swiss ski resort for
attention. Wile del egates | aboured to seek solutions to the world
econom ¢ gl oom nother nature continued to shower the resort with snow,
one of the heavi est Davos has experienced in years.

Li ke the journey to Davos which proved to be an uphill task for

del egates in the snow, so too were the discussions on solutions to the
worl d economic and financial crisis which is "fast getting out of hand".
Wil e there are "no magi ¢ wands and no easy answers", everyone agrees
that there nevertheless is a need to revanp and reformthe existing
financial structure which was not designed for the changed worl d econonic
envi ronnent .

Wth the financial crisis having spread fromAsia to Russia and now to
Brazil there seens to be a sense of "hel pl essness"” in trying to deal with
the crisis.

This is in part due to the attitude of the devel oped countries which
continue to digin their heels to their respective positions while the
worl d continues to be engulfed in chaos and mllions | ose their jobs and
are robbed of their basic human rights of food and shelter.

Cl ear divisions appeared between the Group of Seven (G 7) menbers about
overhauling the international financial regulations and the need to

moni tor and police capital flows.

Japan, Germany, Britain and France appeared eager to press ahead quickly
wi t h measures that woul d t oughen regul ati on, nonitoring and overseei ng

i nternational flows of nobney and of hedge funds.

The US on the other hand is "wary of creating new regul atory

structures”. Currently the US w el ds consi derabl e i nfluence and power on
the existing international regul atory organi sations including the
International Monetary Fund (I MF), and is certainly not prepared to see it
diluted nor share it with others.

The bl ame continues to be laid at the door of devel oping countries with
their alleged "lack of transparency, cronyismand | ack of political wll".
The devel oped countries continue to ignore the fact that "for every bad
borrower there is a bad |l ender” and the Western countries are guilty of
the very sanme crines that they accuse poor devel opi ng countries of.

They al so ignore the giant "sucking sound"” of capitalists and hedge fund
operators fromdevel oped countri es whose activities continue to inpoverish
those in devel oping countries in the nanme of globalisation and narket
capitalism

Canadi an Prine Mnister Jean Chretien pointed out that the Wstern world
has "been too triunphant" about capitalism adding that "to ne capitalism
hasn't come up with all the answers"”

Prime M nister Datuk Seri Dr Mahathir Mohanad has spoken of the ills of
capitalismand unfettered capital flows as early as July |last year when
the crisis first broke out with the devaluation of the Thai baht.

He was then described as a "madnman" and someone who "did not understand”
the world financial systemand a "nenace to his own country" for urging
controls on currency specul ati on and hedge funds, which were destroying
hard earned devel opnent and causi ng untold hardships to mllions.

The voice for controls, rules and regul ations for currency traders is

now growi ng |l ouder and is also conming fromthe devel oped world and nenbers



of the G 7 including Canada, CGernmany and France.
Chretien calling for currency controls said, "W cannot see prosperity
di sappear overni ght because sonme boy in red suspenders in New York deci des
this is not a good currency” while Singapore's Senior Mnister Lee Juan
Yew said there is a need for "nore intrusive laws as | amnot allow ng ny
currency to be rubbish".
South Africa's President Mandela, in his farewell speech to the
del egates, asked "lIs globalisation only to benefit the powerful and the
financiers, speculators, investors and traders?"
Therein lies the dilemma for devel oping countries. They are being
pressured and i ndeed at tines held to ransomto open their markets and
restructure in the name of globalisation only to find that their hard work
over decades of building their econonmies and i nproving the lot of their
peopl e destroyed "overnight" by powerful speculators and traders at the
press of a button.
d obal i sati on has taken over and the world does not have the necessary
structure nor the instrunents to deal with it. No one is being spared as a
result of the current crisis, not even the US, admitted US Treasury
Secretary Robert Rubin, who said that sone sectors of the Anerican econony
wer e aff ected.
Wil e the World Econonic Forum (VWEF) which "is committed to inproving
the state of the world" may not have achieved all its goals, it
neverthel ess provided a platformfor the airing of different views on the
state of the world econony.
Previously the devel oped world was in a state of denial and continued to
accuse the crisis hit countries for the "world's ills and the probl ens"
there is nowa realisation that it is an international financial problem
and needs a new architecture to deal with it. Debate on how and what needs
to be done will certainly continue for sonetine yet.
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