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| MF's outside experts

LET' s not get too excited about the nove to get "outside experts"” to
moni tor the activities of the International Monetary Fund (I MF). Those
out si de experts may turn out to be the peopl e Washi ngton is confortable
with and very unlikely to include those who have been critical of the
worl d body. Certainly, it will exclude peopl e who have made known t heir
views that the IMFis afailure. US Treasury Secretary Lawence Summers
says the decision to monitor the | M- work represents "inportant progress
i n maki ng the worl d body a nore accountabl e and transparent institution".
But one nmust wonder if this is not an effort to save the fund and
underni ne the i npl enent ati on of the proposed newi nternational financi al
architecture.

Ironically, the appoi nt ment of outside experts to breathe down | M- s
neck woul d be the closest the US and the fund itsel f have come to
adm tting that the | M- has not been transparent and | acks accountability.
The fund did not specify where it needs to inprove in terns of
transparency and accountability, but the i npression given hereis that the
flaws within the | M- nay go far beyond those two aspects. The fund's
policies, for exanpl e, have been doubtful interns of their effectiveness
and soundness. The way it handl ed the Asian crisis, which ravaged whol e
econom es i n East Asia and shook the political and econoni ¢ foundations of
Russi a and sone Latin Anerica and African nations, was said to be
seriously flawed, too. O course, this the | MF never adnmtted to.
Renmenber, Prinme M nister Datuk Seri Dr Mahat hir Mohamad was not the only
one to think so. The Wrl d Bank was skeptical of the | M- s prescriptions
for Asia, other governnent | eaders had expressed their reservations, and
mast er econoni sts |i ke Paul Krugman were witing off the fund's Asian
strategies as a flop even as the crisis was worsening.

And renmenber too that it was the | M-, together with the Western nedi a,
whi ch bl amed the "excesses" of the governnents of the crisis-hit countries
for their woes. They sai d t hese governments | acked transparency and t hey
accused t hese governnents of cronyi sm nepoti smand corruption. Then t hey
demanded greater transparency as a criterion for the aid these countries
needed to rebuild their econom es. They al so demanded that these
government s hand over busi nesses, includi ng banks, which were givento
cronies and rel ati ves of the governnent | eaders. Many banks were forced to
cl ose down in I ndonesia as a result and nmaj or busi nesses, including sone
national projects, were brought under the managenent of foreign
consultants in sonme of the crisis-hit countries.

Vell, nowit's clear that the | M- was not practising what it has been
pr eachi ng about transparency and accountability. Does that make the fund
corrupt and does it nean it was practising nepoti smand cronyisn? No, it
does not make it so, just as it is nowaccepted that |ack of transparency,
corruption, nepoti smand cronyi smwere not the reasons why this regi on was
plunged into its deepest and worst economic crisis. Nonetheless, it makes
sense t hat devel opi ng countries, especially those which have been hit by
t he various econonic and financial crises they would cone to know of in
the | ast decade or so, are demanding for the introduction of a new
financial architecture. The | M- and Washi ngt on nmust be reni nded that this
was t he deci sion of the majority, not just a fewdevel opi ng countri es.

They can still have their outside experts to look at the | M s work but
let's not |ose sight of the objective of a better, nore permanent sol ution



that the international conmunity has agreed to. In fact, the findi ngs of

t he out si de experts could be used to forma basis for greater transparency
and accountability for the proposed i nternational financial architecture.
Cone to think of it, the relevant world authoriti es may want to appoi nt
"outsi de experts” to | ook at some other activities, such as the hedge
funds and the international financial institutions which have been

bankrol I'ing these funds.
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