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THE current debate on the selection of a new nanagi ng director of the

I nternational Monetary Fund raises nore fundanmental questions than just
those relating to the process in selecting a new chi ef.

The question of its charter, transparency in its admnistration, its
voting and the allocation of votes, the need for denpbcracy and corporate
governance in the organisation itself are also being rai sed by sone.

O hers even call for the restructuring of the Fund, sonething that the

| M= and t he powerful Washi ngton Consensus pressured many crisis-hit

devel oping countries to do

The ol d way of nmanagi ng the world econony with the "rules of the
Washi ngt on Consensus" are no | onger relevant. They have proved to be too
restrictive, pronpting even the Wrld Bank in the person of Joseph
Stiglitz to adventure "beyond t he WAshi ngt on Consensus", according to
UNCTAD secr et ary-general Rubens Ri cupero.

Charles W Calomris a professor at Col unbi a Busi ness School witing in
the Asian Wall Street Journal says the M- s "deeply flawed accounting

rul es and governance structure serve to obfuscate its activities and
protect its nmanagenent fromaccountability"

The Fund together with its sister organisation, the Wrld Bank, were set
up after the Second Wrld War when the world was a different place and
many countries were not even in existence.

Does not "denocracy", which has been preached to devel opi ng countries

and one-country one-vote, have a place in decision nmaking at what are
supposed to be "worl d" organi sati ons?

The worl d conprises of hundreds of independent countries and not just a
few powerful devel oped countries. Others, however poor or small, must have
a say in the decision making process that affects and has a bearing on the
lives of their citizens. They nust be all owed their denocratic right.
Currently the voting is "weighted" in accordance with the contributions
whi ch gives the US control of 17.3 per cent of the votes making it the

| ar gest single sharehol der, the European Union hol ds sone 35 per cent of
the votes and devel opi ng countri es about 30 per cent.

The votes give the devel oped countries a greater say in decisions of the
Fund and thus nuch of its policies are also the dictates of the ngjor
devel oped countri es.

But that was nore than half a century ago. The world has entered a new

m |l ennium The energence of a "new econony” which is being touted as
provi ding greater benefits to humanity nust al so nean a change and a
way of doing things at international organisations that were set up to
cater to the world".

The UK Chancel | or of the Exchequer Gordon Brown recently said: "W need
to find a new 2000 paradi gm The new consensus cannot be a Washi ngt on
Consensus, but as we have recognised in the poverty reduction strategies,
countries nust claimownership and nake it a part of their national
consensus".

Thus the choice of a new managi ng director of the | M- has becone even
nmore inportant and critical. More so as its al nbst "clean" record of
failure in resolving crisis has caused untold hardshi ps and i n numerous
i nstances nade the situation worse than it orignally was.

Questions are being raised as to the role of the M- and its policies.
Many of the issues are gathering greater nonentumin the face of a search

new



of a new managi ng director to replace M chel Candessus who resigned on Feb
14, after 13 years at its helm

Since the | MF was founded in 1946, there has been an unwitten

under standi ng that the | eadership of the Bretton Wods Institutions - the
Worl d Bank and the | M= -woul d be carved out and di vi ded anong t he

Ameri cans and t he Europeans.

It was a gentlemen's agreenent that the | M= woul d be run by a European,
while its sister organisation, the Wrld Bank, would be run by an

Ameri can.

O the seven | M- managing directors, inits 53 year history, three have
been French, two have been Swedes, one Bel gi an and one Dut chman.
Candessus succeeded Jacques de Larosiere, another Frenchman, making 21
years of French stewardship at the | M.

There are now three candi dates - a naturalised Anerican and acting
managi ng director of the Fund Stanl ey Fisher; a European, deputy Cerman
Fi nance M nister C ao Koch Wser and a Japanese the outspoken and "cl ever"
former Vice-Finance Mnister for International Affairs Ei suke Sakaki bar a.
The Anericans are agai nst the European candi date, German Cai o Koch

Weser, and they certainly are not in favour of the Japanese candi date,
Sakaki bar a.

The straw poll or an informal poll did not resolve the issue. There is a
stalemate with no candi date obtaining majority support of the 24-nmenber

| MF board.

The ball is nowsaid to be in the European court and they have to cone

up with a new candi date

There have al so been suggestions that perhaps Fisher should be all owed

to "conplete" Candessus remaining term

| M= shar ehol ders shoul d read danger signs here. If this is allowed it

may be argued in future that there is nothing to prevent an American
headi ng both the Bretton Wods institutions.

President Bill dinton on Feb 28) nmade it clear and in no uncertain

terns that Koch Weser was unacceptable to the US. Sakaki bara is al so
unaceptable to the Americans as his thinking is too sinilar to that of
Prime Mnister Datuk Seri Dr Mahathir Mhamad and therefore makes him"too
i ndependent in his thinking".

Sakaki bara's approach to handling the crisis has been described by the
American nmedi a as "wayward judgenent"”. Perhaps he is "wayward" as he does
not adhere to the Anerican and traditional nethods and tight fiscal and
monetary policies of crisis resolution.

Sakaki bara had al so proposed the Asian Mnetary Fund (AMF) at the height
of the Asian crisis in 1997 which was i mmedi ately knocked down by

Washi ngton and senior officials of the | M. The proposed AMF was viewed as
a threat to the M and underm ning its power and infl uence.

It is thus understandable as to why the US Treasury which continues to
have a maj or say and influence in the IMFis not prepared to change the
status quo. According to the Director of Harvard's Institute for

I nt ernati onal Devel opment Jeffrey Sachs the "I M- doesn't really take on
assi gnnents wi t hout being given themby the najor sharehol ders,
principally the United States, which has used the | M- as an instrument of
foreign and econonic policy".

Any wonder then that there is strong opposition to any candi date who

m ght be too i ndependent in their thinking, "clever" such as Sakaki bara
who will be a "problenmt for US Treasury Secretary Law ence Sumrers "who
really runs the Fund behind the scenes".

Calomris, who is also a nenber of the International Financi al

I nstiution Advisory Comm ssion, which was established by the US Congress
| ast year to propose reforms to the global financial architecture, calls



for areformof the | M- charter. He proposes an | MF that focuses on crisis
managenent with rapid, effective liquidity assistance at a penalty rate
rat her than subsidised | ong termconditional |oans woul d be nore
effective, less corrupt and sel f financing.
The stakes for devel oping countries are even higher but they do not have
a say in determning their own future not even in policy decision in
organi sations that are supposed to cater to the world but are run and
dictated to by the devel oped countries.
It is time devel oping countries consider their positions very carefully
and take this opportunity in the selection of the new I M- chief to nake
their stand. They should not scunb to armtw sting now and give up their
i ndependent, denocratic right to select the candidate of their choice and
not sonmeone who bangs his fists on the table and wants to be listened to
but has no regard nor an understanding for the veiws and concerns of
ot hers especially those in devel opi ng countri es.
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