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Regi onal financial crisis affects all G 15 nations
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NONE of the nenber economies in the G oup of 15 devel oping countries (G
15) has escaped wath of recent financial turbulences in the world. In
fact, sonme either were, or still are the focus of recent turnoil.

The G 15 conprise Algeria, Egypt, Kenya, N geria, Senegal, Zi nbabwe,

I ndi a, Indonesia, Ml aysia, Argentina, Brazil, Chile, Janmaica, Mxico,
Peru and Venezuela. Sri Lanka will be admtted as a new nmenber at the
grouping's nmeeting in Janmaica this week.

Mexi co went through a tough capital flight period a few years ago which
al nost wrecked its economny, and one which al so affected nei ghbouring G 15
nations such as Argentina

In the Asian financial and econom c crises beginning 1997, |ndonesia and
Mal aysi a have been the G 15 nenbers nost affected and this foll owed
closely recently by Brazil which is now al so grappling with a currency

i ssue.

Ef fects of these regional crises are however not linmted to devel opi ng
econom es al one. The increasingly gl obalised econony have pronpted
spreadi ng of the turmoil, threatening anbng others traditional markets for
products of the devel opi ng econom es and provi di ng an addi ti onal burden
for them

It will be against these nounting challenges that G 15 Mnisters and

| eaders will neet in Janaica's Mntego Bay.

There has been no shortage of efforts in trying to explain causes of and
reconmend renedies to the crises and vi ews expressed have been | argely
dependent on fromwhere they were expressed from

Central to these discussions have been the issue of financia

gl obalisation itself although differing opinions still exist between the
devel oped and devel opi ng states on what aspects of globalisation has been
the root to the presently uncertain gl obal econony.

For one, there has been a growi ng realisation that the preparedness of

t he devel opi ng economi es for globalisation is still a questionable

subj ect.

The Asian financial crisis has raised fundanental questions concerning
risk of premature capital account |iberalisation and underscored the
difficulties faced by energing markets in absorbing | arge internationa
capital flows.

Econom sts anal ysing the Mexi can, Asian and Brazillian crises said each
of themwere preceded by a surge of capital inflows into devel opi ng
econom es follow ng sharp i nprovenents in the terns and conditions for
themto access the gl obal market.

Between the first oil crisis of 1973 and 1982, there were huge anmpount of
capital flowi ng around the world as oil revenues were recycled. During
that period, net private capital flows to emerging markets, nainly in the
formof syndicated | oans, was estinmated to total US$165 billion (US$1 =
RMB. 80), attracting |large scal e borrow ngs by anbitious Asian and Latin
Anerican entities.

The Mexi can and the present Asian crises were al so preceded by record
capital inflows. Total net private capital flows to energi ng markets

bet ween 1990 and 1996 soared to US$1.04 trillion or about 3 per cent of
their GDP

Asia and Latin America were the largest recipients of the flow,
absorbi ng 40 per cent and 30 per cent of the total respectively.



Unfortunately, it was only recently that world financial authorities
such as the International Mnetary Fund (I MF) and the devel oped states
realised the need for some formof control in the novenent of capital
around the world. And although an idea generally scoffed at initially,
even the devel oped states have begun to realise the daming effect of
gl obal i sed econony-rel ated practices such as non-trade rel ated currency
trade and excessive freedomin the novenent of capital.
This however, is not to say that devel opi ng econom es including G 15
menber states have been free of shortcomings in the past. O prine
i mportance would be for themto strengthen their banking systens and to
i nprove on corporate governance and transparency in econom c policies.
Wil e there has been an increase in convergence of ideas on approaching
the i ssue between the devel oped and devel opi ng econom es, the latter has
an additional challenge to face.
It has to be ensure that as there has been greater efforts by the
devel oped states to restructure the global financial framework, interests
of the devel opi ng econom es are not sidelined.
There have been nunerous calls by western anal ysts, econonists and
Governnents for the devel opi ng economi es to open up their nmarkets nore as
a pre requisite for a nore stable financial and econom c environnent, or
so they say. Devel oping countries, G 15 nmenbers included, nust exam ne
such i deas carefully.
In that respect, it would be an opportune tinme for the G 15 to project
its aspirations, less interests of the devel opi ng econom es woul d conti nue
to be sidelined in whatever new financial framework the world rmay come up
with and al so in the nuch pursued gl obal i sed econony.
A solid stand woul d be required fromthe Janai ca neeting which the G 15
can be forward in consultations it may have with the Group of 7
i ndustrialised countries |ater.
Al so vital would be to ensure continuity inits present initiatives as
there is the danger that as menber econonies grapple with their donestic
econom ¢ problens, the G 15 platformnay be forgotten.
Al ready, there are signs of weakening in several of its once prom sing
initiatives, at least in their pursuit.
Activities within the South-South Cooperation, essentially a G 15 effort
to expand markets and econoni c horizons of devel opi ng countries, have
sl owed down as nenber economies, sone albeit reluctantly, had to | ook
inwards to nurse their domestic econony first. Ml aysia has been of no
exception.
Prime Mnister Datuk Seri Dr Mahathir Mhanmad will head the Ml aysi an
del egation to the Jamaica neet. OQther mnisters scheduled to be there are
I nternational Trade and I ndustry M nister Datuk Seri Rafidah Aziz and
Foreign Mnister Datuk Syed Ham d Al bar.
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