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East Asia may | ead the way

Sai ful Azhar Abdull ah in London
THE nost inportant changes to the world' s financial architecture is
expected to cone from East Asia, an econoni st said yesterday.

Witing in the July 15th edition of The Econom st, Fred Bergsten, the
director of the Institute for International Econom cs in Washington, said:
"When it comes to international finance, two bodies |ike to think they

are in charge of the architecture: the G/ group of industrialised
countries (@8, when Russia is included) and the International Mnetary
Fund.

"Not quite so. In the mediumterm the changes are likely to cone from
new regi onal arrangenents being fashioned in East Asia by Japan, South
Korea and the 10 nenbers of the Association of South East Asian Nations."

Bergsten also felt that East Asia would al so be involved in introducing
maj or changes in the world trading system

"The nost striking changes in the world trading system especially in
the short run, are not likely to flowfromthe Wrld Trade O gani sation or
the proposed "nega-regi onal' arrangenents, such as a Free Trade Area of
the Anericas or an expanded European Uni on.

"Instead, they will probably come fromthe host of sub-regional trade
agreenments now bei ng busily negoti ated by Japan, South Korea, Singapore
and ot her countries in East Asia," Bergsten said.

Virtually unnoticed by the rest of the world, he said, East Asian
countries were getting together to nake their own econoni c arrangenents.

As a result, for the first time in history, the world is becomng a
t hree- bl ock configuration

"Not only gl obal economc rel ationships, but political ones too, will
turn on the direction these new agreenents take - and on how the United
States, and others outside the region, decide to respond to them™

Bergsten also wote that it was Prine Mnister Datuk Seri Dr Mahathir
Mohamad who |l ed the early steps for a regional grouping in East Asia.

"I't was (Dr) Mahathir Mohamad, the Prine Mnister of Malaysia, who first
proposed an East Asian Economic G oup (EAEG a decade ago.

"Not hi ng happened, partly because Dr Mahat hir was under suspicion as a
protectionist, but largely because the United States feared "drawi ng a
line down the mddle of the Pacific'.

"America pushed i nstead, successfully, for relying on the Asia-Pacific
Econom c¢ Co-operation forum (Apec). Wth little fanfare, however, Asia has
now created the ~Asean+3' with precisely the same nmenbership (Asean,

Chi na, Japan and Sout h Korea) envisaged by Dr Mahathir.

"The group has held its own summits for three years in a row, has set up
a “vision group' to guide its work and hol ds regul ar neetings of its
Fi nance M ni sters," Bergsten said.

Structurally, at least, he said the Asean+3 was starting to | ook Iike
the G/ and had becone the npst active regi onal grouping outside Europe and
al ready the npst sophisticated machinery than the North American Free-
Trade Agreenent (Nafta).

Bergsten said the initiatives taken by Asean+3 to tackle the region's
financial problens included having a regi on-wi de system of currency swaps
to help themdeal with future Asian crises, creation of a surveillance
mechanismto try to anticipate and head off future crises using
sophi sticated early-warning indicators and the proposed Asi an Monetary
Fund (AMF).



He al so gave reasons why Dr Mahathir's EAEG Japan's AMF and the | ong-
dormant Asian tradi ng-group i dea sprung back to life at the outset of the
21st century.

The East Asian financial crisis, failures of WTO and of Apec to make
headway on trade |iberalisation, positive inspiration provided by European
intergration (especially the euro) and a broad disquiet with the behaviour
of both the United States and the European Union were the reasons,

Ber gsten sai d.

He said the single greatest catalyst for the new East Asian regionalism
was the financial crisis.
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