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Al's well with | M- patients?

MANY suspect that M M chel Candessus, the outgoi ng I nternational Monetary
Fund (I MF) director-general, has a bone to pick with Mal aysia. For if
Prinme Mnister Datuk Seri Dr Mahathir Mbhanmad had not gone on his crusade
to expose the flaws of the IMF s prescriptions for the crisis-hit
countries in South-East Asia, Candessus and the world body he has led for
nearly 13 years coul d have conme out snelling |ike roses. But Dr Mahathir

| aunched that crusade at about the sane tine sone econom sts, notably M
Paul Krugman and t he people at the Wrld Bank, were raising some mld
argurments agai nst the | M s prescriptions for Sout h-East Asia. Soon after,
the IMF started to get the flak fromall corners for causing the crisis in
the regionto deepenwithits flawed strategi es and recovery progranmes.

Thus Candessus may have felt conpelled to informa neeting at a
uni versity i n Washi ngton this week that while the Mal aysi an econony i s
recovering, its rebound is slower than that of Asia's star perfoners and
there are "serious probl ens" ahead. Mal aysiais recovering "l ess quickly"
t han countries which have taken the full prescriptions of the | M-. South
Korea was singled out as one of the "star perfornmers" anong the crisis-hit
countries and one of those whi ch bought everything the | M- sol d.

Mal aysi a's sl ower recovery is not its only problem it seens; Candessus
said in one of his |ast public appearences before stepping down this nonth
that Mal aysia faced "serious problens with corporate restructuring”.

The | MF chi ef defended the Fund's policy prescriptions in Asia but
i nevitably the question about capital controls came up during the neeting
at the Washington university. O course, that's Ml aysi a agai n. Al though
Candessus tol d the neeting that the | M- was not opposed to capital
controls in thenselves, it nmust be recalled that the people at the Fund
were, in no uncertain terns, opposed to a nove by the Mal aysi an Gover nnent
in Septenmber 1998 to introduce ringgit exchange rate controls. About a
year | ater, however, the | M- had to concur with the rest of the world that
Mal aysi a's control s had brought "better-than-expected” results and had
been applied in a flexible and pragnmati c manner. The | M- al so adnitted
t hat Mal aysi a had not been shut out of capital markets as feared by sone
follow ng the i nposition of those controls. Infact, theringgit's fixed
exchange rate to the US dol | ar has provided stability to industries and
traders as well as investors. The economic figures, as well as the stock
mar ket' s rebound, tell the story in greater detail.

Adm ttedly, some of the countries that the | MF bailed out follow ng the
1997 Asian financial crisis are al so recovering. South Korea and Thai |l and,
however, had to get several billions of dollars in I M aid between them
and have | ost control of many corporations and banks to foreigners. But
Russi a, which was hit by the contagi on effect, has yet to recover
Fortunately, sone countries in Africa and Latin Anerica which caught the
fludidnot fall ill for too long and therefore did not add to the burden
of the | M- and Cantdessus. Sadly, however, |ndonesia has not recovered
despite following the | M- s prescriptions. The social strife and politica
instability which foll owed the crisis have, in fact, plunged the republic
further into the kind of trouble that is beyond the IMFto try and
resol ve. At the sane tine, Indonesia has | ost corporations and forced
banks to cl ose on the advi ce of Candessus, and the crisis has resulted in
nmore than 20 mllion jobs |ost.

In viewof these, whatever "serious probl ens" Ml aysia may be facing



during its recovery shoul d not beconme Candessus' preoccupation. The | M- s
only answer to criticisns of poor handling in Asia lies in sustainable
grow h and recovery in countries that it bail ed out. Mal aysia is chuggi ng
along fine but this has not lulled the Governnent or the people into
t hi nki ng that there are no probl ens ahead. The way it handl ed the crisis
without the IMF's help is an indication that Mal aysia can deal with these
problens quite well, certainly better than some of those the | M was
supposed to nurse back to heal th.
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