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US unlikely to push for reformof world financial architecture

Tan Sri Ranmon Navar at nam

PROFESSCR Paul Krugman, the well-known Anerican econom st told us | ast
week in the presence of the Prime M nister Datuk Seri Dr Mahat hir Myhaned,
that the United States and the rich industrial Goup of Seven countries
are unlikely to give priority to reformthe i nternational financia
system as the financial crisis has abated.

He al so said the US was nore interested in Latin Arerica than in Asia
What nore of Mal aysi a?

The vi ews of US academ c, business and political | eaders on Mal aysi a,
af fect our econom c prospects. Hence, we need t o understand what and how
t hey think and perceive us, so that we can i mprove our understandi ng of
each other and help to pronpte better business rel ations.

Furthernore, with the growi ng pressure for the the Second Round of the
Worl d Trade Organi sation coming fromsone of the richindustrial countries
that will neet in Seattle in Novenber this year, we have to get a clearer
under st andi ng of the Anericans' views, particularly since the US| eads the
West .

It was possible to get sonme insights fromny personal interaction with
sone Anerican busi nessnen and a group of high | evel staffers to US
Congressional | eaders, who were on a study tour of Malaysia in md August.

I found out through nmy discussions that there appear to be maj or
di fferences between their perceptions and the hard reality on the ground
i n Mal aysi a, anong many i nfluential American businessnen and politica
| eaders in the US

The foll owi ng are sone of the business perceptions in the United States:

1. The USis the world' s | argest, and nost open market, whi ch absorbs
| arge inports fromMal aysi a and ot her countri es.

Hence, Mal aysia and ot her countries are expected to open their markets
to US exporters and i nvestors, without restrictions and as soon as
possi bl e.

Bi g Ameri can busi nesses are not concerned that the US and ot her rich
i ndustrial countries could well control our biggest banks and corporations
and t hrough t hemeven our econony and nati onal sovereignty! They sinply
want a bi gger and better share of world trade and i nvestnent.

2. The US believes in free trade, hence currency specul ators and even
mani pul ators shoul d be all owed freedomto trade anywhere.

In any case specul ators will be disciplined by market forces for any so
cal |l ed abuses on their part, such as currency mani pul ati on. So why subj ect
themto any supervision or controls.

Bi g US busi nesses are not concerned that until these mani pul ators are
caught or disciplined by the market forces, they woul d have caused
enornous di sruption to the devel opi ng econom es and untold sufferingto
t he masses of poor peopl e, who have not been responsible for the financia
crisis.

3. They say that the Asian crisis was caused by nati onal m smanagenent
and not the highly | everaged funds, ie hedge funds.

They claimthat if our financial institutions were stronger, the
currency specul ators woul d not have been able to do much harm

But they forget that the countries that resisted the currency attacks
wer e t hose that had sonme currency controls even before the crisis. Now
t hat Mal aysi a has sel ective controls, we too will be better off in the
future.



The noral to be drawn is that we shoul d not be too open, at |east unti
we are nmuch stronger.

4. American busi nesses ask whet her enough cor porate bl ood has fl owed,
meani ng that | arge corporates should be allowed to col | apse and top
managers shoul d be renmoved, in order to have a nore | ean, nean and
efficient corporate sector.

They are not interested i n the consequent social inplications of
retrenchnment, unenpl oynent, the breakdown i n et hni ¢ bal ance i n enpl oynent
and donestic ownership and the consequences of possible social and
political instability, inthe adversely affected devel opi ng countri es.

They say that they too have had their earlier problens with the Savi ngs
and Loan Schenes in the US, and therefore we should all ow our weak
busi nesses to col |l apse and go bankrupt.

But of course, they do not refer to the recent US bail-out of their Long
TermCapital Fund. While the richest and npost powerful country inthe
worl d can afford to bail out conpani es and even individuals viatheir
public wel fare progranmes, snall devel opi ng countries |like ours, are
expected to sacrifice and suffer even nore, when we can | east afford to.

5. The Congress staffers net the Anerican Chanber of Commerce in
Mal aysi a (Ancham) and wer e obvi ously surprised that Anerican busi nessmen
here in Mal aysia stated quite clearly that they felt “confortable' to do
busi ness in Ml aysia and that they coul d al ways have access to top
officials in Governnent, if they needed to solve any difficult problens.

US busi nessmen in Mal aysia are in fact concerned that many of their
boardroomdirectors appear to have t he wong perceptions of Mal aysia. This
often made it difficult for themto get quick approvals fromUS
headquarters for expandi ng i nvestnent in Ml aysi a.

It becane clear that these wong perceptions were derived fromnegative
medi a reports of Malaysiainthe US, whenin fact thereality is quite
different.

| suggested that American conpani es could wi thdrawtheir advertising
support fromsomnme of their mass nedia that report untruths, but this idea
was not taken up as US busi nessnen are apparently scared to di spl ease
their Press, which can harmthemin return! So nuch for the tyranny and
m sgui ded power of their nmass nedi a!

6. Then the question of Ml aysia' s Exchange Rate Controls was raised. It
appears that there i s now nore open m ndedness to our sel ecti ve exchange
controls.

This i s because they have di scovered that the Ml aysi an econony is
recovering well, despite having rejected the IMF s restrictive and
st andar di sed policies.

Many Anerican | eaders have al so becone disillusioned with the | M-, due
toits dismal records and the social disruptions it has caused i n East
Asi a and Russi a.

Sone enlightened US opi nion | eaders are even suggesting that they woul d
wait to see how our sel ective Exchange Rate Control s succeed, so that we
coul d show t hemhow west ern nodel s and t hi nki ng shoul d be nodi fied. This
i s encouragi ng!

There is therefore agrowing trend in the USto reduce their financial
support for the I M-, and i nstead provide direct funding on a bi-latera
basis to countries in need of | M- assi stance.

This way the US woul d be directly responsible for its own bilateral aid
progranmme, instead of having to be responsible for botched up | M-
programmes and earning the resent ment of the recipient devel opi ng
countri es!

My viewis that the | MF can continue to exist, but that it needs to
reformitsel f and adopt nore realistic financial policies that al so show



concern for human wel fare and human ri ghts!

The | M- coul d devel op a greater sense of enpathy with the poor
devel opi ng countries and t hus become nmuch nore rel evant and producti ve.

One maj or way of achieving this ideal is to reorganise the | M- staff so
that it becones | ess dom nated by Angl o Anerican staff!

But will the US which is the | argest shareholder in the I M-, buy this
proposal ? | doubt it since the USis so self-centred and sel f-seeki ng.

6. However, despite some rel uctant acceptance that the | M- has been
wong, especially in Asia, thereis still some doubt as to whet her
Mal aysi a i s undertaking sufficient reformof its financial systens and
institutions for good gover nance.

They al so rai se the concern that Ml aysia could possibly do an ~about
turn' anytime in the future and that this prospect coul d cause nuch
uncertainty over consistency in policy?

The answer to this is easy. Malaysia has to do what is inits own
national interest, |like any other country.

Mal aysi a cannot reasonably be expected to give guarantees to be
consi stent even when it faces a crisis, particularly when the crisis
emanat es fromexternal sources!

7. Sonme American officials think that Mal aysi ans are too sensitive to
the negative criticismof their nass nmedi a and politicians.

Whil e they readily acknow edge that their mass nedia is often
sensational and even distorts the truth, they claimthat they too suffer
fromthis mass nedi a mal ady and cannot do anyt hi ng about, because of their
definition of the freedomof the Press!

They ar gue t hat when US Congressnen attack Ml aysi a and ot her countries
for all kinds of "violations', and even threaten to i ntroduce punitive,
draconi an US | egi sl ati on agai nst other countries, alot of these
criticisms and threats soon dissipate into thin air and should therefore
not be taken seriously, because that is how American politics work!

They expl ain that even strong uncivil statenments nmade by President
Cinton, vice-president Al Gore or Secretary of State Madeline Al bright
shoul d be brushed asi de because they often do not reflect American public
opinion . It's unbelievably conplicated!

8. American public opinion does not seemto appreciate that
unfortunately, the old imge of the Ugly American nmay wel | he returning,
at least in Asia, if not in the whole Third Wrld and perhaps even in
Austral i a and New Zeal and and ot her I ndustrial countries!

In a sense, the US has not yet |learnt howto | ead qualitatively wi th due
regard to the interests of world peace and prosperity.

Its overt preoccupation with mlitary m ght, superiority and world
dom nance, has eroded its conscience to be sensitive to human wel fare and
t he genui ne human rights i ssues such as the basic need for food, shelter,
cl othing and good health for the billions of people in the Third Wrld.

The USis only concerned with its own wealth, even at the expence of the
rest of the world.

Thi s expl ains why the US authorities can continue to drag their feet
over the whol e question of the New Fi nanci al Architecture. Their hedge
funds are allowed to run wild, despite the trenendous harmand mni sery
wrought upon m|lions of Asians, Russians and those in Latin Anerica.

If only the Americans sei ze the wonderful opportunity that they now have
to make the world nore secure and stable, for trade and investment to
flourish, there woul d be greater worl d peace, prosperity and human wel fare
and nor e genui ne human rights to enjoy.

W can only hope that greater wisdomw Il prevail and that the powerful
USwll learn howto use its power wisely to | ead the world to higher
| evel s of human welfare in the 21st century.
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