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Acrisis all of IM's own

SOME of the things said about the I nternational Monetary Fund (I MF) these
days are very harsh i ndeed. When Mal aysia was criticising the fund for its
poor handling of the Asian financial crisis, it didit in a far nore
diplomatic style. O course, that did not stop the country's detractors
fromaccusi ng the Governnent of trying to blame others for the econony's
own shortcom ngs. Many of these sane critics appear to have changed their
positions with regards to the I M- or they would have argued with the
politicians and experts in the US who now seemto think that the IMFis a
maj or flop, just as Mal aysi a had poi nted out earlier.

Take North Carol i na Republican Senator Jesse Hel ns, who i s chai rman of
the Senate Foreign Rel ations Committee, for instance. He tol d Washi ngt on
this week that the IMFis a "destructive" institution that "usually does
nore harmthan good to countries it is purporting to hel p". There is
growi ng sentinent that the tine has come to sinply abolish the Bretton
Wyods institution, according to Hel ms. There is al so a suggestion that the
Aneri can peopl e are getting very di senchanted with the fund's rolein
hel pi ng governnents that are corrupt, violate human rights, and use
indiscrimnate force against civilians. The vice-chair of the Joint
Econom ¢ Committee of Congress, New Jersey Republican Ji mSaxton, said he
woul d introduce a bill forcing the IMFto change its lending rules. A
bi parti san comi ssi on chaired by Carnegi e Mell on University econonics
professor Allan Meltzer wote a report for Congress recomrendi ng drastic
curbs inthe roles of the | MF and the ot her Bretton Whods i nstitution, the
World Bank. The | M- has given "too little attention” to inproving
financial structures in devel oping countries and too nuch to rescue
operations. Meltzer discovered that the fund' s systemof short-termcrisis
managenment is also too costly, its advice oftenincorrect, andits efforts
to influence policy and practice too intrusive.

If these points sound familiar, it is because they had been highlighted
bef ore. Leadi ng econoni sts |i ke Paul Krugman passed their verdi ct agai nst
IM-early inthe Asian crisis but fewpeople would Iisten. Prime Mnister
Dat uk Seri Dr Mahathir Mhanmad tried to drawthe world's attention to the
i nappropriateness of the IMF s prescription for the crisis-hit Asian
countries, but he was told that he did not know his economi cs. The | M,
strong then because governments were begging for its aidto defend their
currenci es and stock markets, refused tolisten to dissenting views. By
the time the contagi on spread to Russia and Brazil and then the US found
itself on the verge of full-scale panic over the Long-Term Capita
Managenent's col | apse, Asia had been witten off. It was a while |ater
that the experts started to question whether the I MF had in fact
perpetuated the crisis instead of stopping it at Thail and or | ndonesi a.

Washington is still not buying any of the argunments, of course. Treasury
Secretary Law ence Summers has told Hel ms' committee that the IM-is vital
for American prosperity and gl obal stability. The fund and the Wirl d Bank
(sentinments against the Wrl d Bank are decidedly mlder) "help pronote a
nore stable world", "can help to pronote vital humanitarian objectives"
and they "pronote changes that are central to (Arerica's) econoni c and
financial future", according to Summers. He m ght have added that the | MF
isvital in helping the US achi eve the objectives of its foreign policies.
Many Arericans, however, are not pleased at the thought that Russia, the
| M= s | argest borrower, is probably even now using | M- funds to hel p



finance its mlitary canpaign in Chechnya.

Many governnents, including Mal aysia, woul d be hopi ng that Hel ns and t he
US Congress succeed inits efforts to change i f not abolish the | MF. The
countries inthe world will not be able to do that if the politicians in
Anerica do not push for reforns. But the time nmay cone soon for these
countries to rally together and pressure the USinto easing its grip on
the I MF and | et the fund do what it was established to achi eve. The | M,
after all, is owned by nenbers, of which there are 182 and the US only one
of them
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