14/ 02/ 2000
Framework for orderly liberalisation urged

Har dev Kaur in Bangkok

BANGKOK, Sun: There is a need to establish a framework and saf eguards to
hel p countri es undertake an orderly approach to |iberalisationthat wll
prevent extrene volatility in the marketpl ace.

Qut goi ng managi ng director of the International Mnetary Fund (1 M)

M chel Candessus admitted that there is a need "to avoid the extrene
volatility that hit Asia so severely".

"Just as the WIO - and the Gatt - have provided a framework and
guidelines for the liberalisation of trade, and just as the | MF' s core
mandat e has i ncluded |i beralisation of paynents, the process of
|iberalising capital novements al so needs a franework and gui del i nes, " he
stressed.

Wth the increasing realisation of the damage free fl ow of short-term
capital can cause, there is nowrecognition on the part of international
and multil ateral organi sations that sonething nust be done. But as sone
observers point out, multilateral organisations and the international
community are not novi ng fast enough. Even t he proposed new fi nanci al
infrastructure is still nowhere in sight.

Candessus told the 10th United Nations Conference on Trade and
Devel opnent (Unctad) summit that it istine to nove forward (with the
framewor k and saf eguards) so that the risk of future crises can be
di m ni shed.

"W have the technol ogy and the i nstrunents for transferring savings
fromsurplus countries to where the resources will be used nost
efficiently ... W should not try to turn back the clock. Instead we need
to establish the framework and saf equards to protect the international
financial system"”

At a press conference | ater, Candessus adnmitted that the | M- had nade
nm stakes in "liberalising short-termcapital which is the nost danagi ng.
W allowed for free flow of short-termcapital."”

Mal aysi a has cal |l ed for regul ati ons and control s on such damagi ng short -
termcapital flows follow ng the Asian financial crisis but Prinme M nister
Dat uk Seri Dr Mahat hir Mohamad was criticised for understandi ng econoni cs
and i nternational narkets.

Candessus tol d the gathering of some 190 countries and various UN
agencies that there is a need to hel p countries undertake an orderly
approach to |iberalisation.

He added that work i s under way in the I M on proposal s that woul d al | ow
countries toidentify the steps that they need to take individually to
liberalise their capital accounts and to define their own tinetable.

Candessus, who | eaves the helmof the | MF after 13 years tonorrow, said
"controls are not precluded by the | M/, but should be used only on a
tenporary basis, and preferably acconpani ed by ot her nore basic structural
reforns".

He stressed that he has no hesitation in asserting the benefits of
further orderly liberalisation of international capital nmovenents.

At the press conference he said the |iberalisation nust be done in
proper sequence and "liberalise that which is nost beneficial to your
country".

Canmdessus al so proposed the setting up of a "suprene deci si on-naki ng
body in the | MF' conprising about 30 heads of state and governnent that
have executive directors on the boards of either the | M- or the Wrld



Bank.

In his address entitled "d obalisation and Poverty Reducti on:

Mul til ateral Approach", he said the body "woul d repl ace the G7- & sunmit
every two years” and it woul d be "thorougly representative of the entire
menber shi p of 182 countries”.

He said it is essential to ensure that the | M and other multil ateral
institutions are seen to have the legitimate political support of their
shar ehol ders.

As it would include the Secretary General of the United Nations and the
heads of the rel evant nultil ateral organi sations, Candessus said, "it
woul d offer a way of establishing a clear and stronger |ink between the
mul tinational institutions and a representative groupi ng of worl d | eaders
wi t h unquesti onabl e | egi ti macy".

(The G 7 groups the seven nmajor industrialised countries - the US,
Japan, France, Germany, Italy, Canada and the UK. Russia is included in
the di scussions for political issues, making up the G8.)

"The world is changing and there is need to be nore i naginative if
humanity i s to become better aware of and to assume responsibility for the
gl obal aspects of its destiny. W nust provide the world with institutions
adapted to these chal |l enges, " Cantdessus stressed.

On arrival at the Queen Sirikit National Convention Centre, Candessus
was greeted with a creampie thrown in his face whi ch del ayed hi s address
to the gathering.

Asked about it, he said: "I like pastry and | did enjoy the taste of it.
The other aspect isthat is it part of the professional risk of ny job."
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