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MALAYSI A has called for the effective participation of devel opi ng
countries in the decision making process in all international
institutions.

In making the call, Prinme Mnister Datuk Seri Dr Mahathir Mhanmad said
international institutions nust have the nmechanismto all ow the views of
all to be heard.

"The deci si on maki ng process nmust be transparent and reflect not just
the views of big business and big governnents but those of the threatened
smal | business and snmal |l governments as well."

In his speech at the United Nations Conference on Trade and Devel opnent
yesterday, Dr Mahathir said the special situation of devel oping countries
was often not given adequate treatnent in trade |iberalisation
negoti ati ons.

Even the nmenbership of the G 20 makes its heavily influenced by the
vi ews of devel oped countries.

The G 20 was conceived in Septenber 1998 as an informal forumto discuss
ways of reformng the global financial system Menbers include the G oup
of Seven Industrialised countries, plus 11 energi ng and ot her econoni es.

The European Union (EU) together with the EU Central Bank president and
t he managi ng director of the I M- are al so nenbers.

Mal aysi a remmi ns pessim stic about the outcone.

It seens that the international community is now nore concerned about
avoi ding periodic crisis and has set up various conmmittees and worki ng
groups to study and suggest a new architecture for the international
nonetary system

These include the setting up of the Financial Stability Forumand the G
20.

"W hope the agenda of the G20 will not be linmted to pronoting
i nformati on exchange and co-ordi nati on between nati onal authorities,
international institutions and international regulatory or rel evant expert
groupi ngs, " he said.

Dr Mahathir, who has been criticised for his call on the need for
regul ati ons on hedge funds and control of unfettered capital flows,
repeated his nessage | oud and cl ear

"In our view, central to the issue of reformof the internationa
financial systemis the need to address the volatility of capital fl ows,
particularly through direct regul ati on of hedge funds and hi ghly | everaged
institutions," he said.

The existing international infrastructure is inadequate to dea
effectively with the devel opmental problens and cri ses.

The international institutional nmachinery - conmprising the UN, the | MF
and the Wrld Bank - has not been able to cope with the chall enges
confronting the devel opi ng worl d.

"The Asian financial crisis has clearly shown the inability of the
devel oped world and the international institutions to respond to crises
and the effects of contagion."

Poverty and unequal distribution of wealth have resulted in security and
social problems. And they are likely to continue, particularly in
devel opi ng countri es.

There was a need to be sincere and earnest in finding solutions to
enabl e countries to realise their full potential, he added.



On the Asian crisis Dr Mahathir said: "As a recalcitrant and heretic, |
would like to insist that the affected economnmi es of East Asia were
practising the right econonic policies, which enabled themto enjoy high
rates of growth.”

He said the current account deficits and bank borrow ngs, which were on
the high side, were to be expected, given the openness of these econom es
and their high rate of econonic grow h.

Some believe that periodic financial crises may be a snmall price to pay
for the devel opnent resulting fromliberalisation and gl obalisati on.

But, he asked, was it really necessary to have financial crisis every
now and then, especially the severe kinds which affected the East Asian
Ti gers and Dragons? "Can't we have |iberalisation and globalisation with
| ess disruption to econom es which are as yet not too resilient?”

In answer he said: "I think we can if we are not too rigid in our
t hi nki ng about gl obalisation and |iberalisation and our tol erance of
abuses of the system"”

He said it was di sappointing that the international conmmunity coul d not
think of any other solution to the crisis in East Asia except to call for
i mprovenents in transparency and gover nance.

The argunment is that the | ack of transparency and accountability makes
it difficult for markets to function well.

And when the players in the market feel unconfortable they just pul
out, regardl ess of the consequences to the countries which have in the
past given them good returns.

Cannot there be other ways of responding to the disconfort? he asked.

Dr Mahathir, who was the first speaker at the conference, told the
gat hering which included the United Nations Secretary General Kofi Annan,
that it was inperative to take serious notice of the fears of devel oping
countries about what was happening to the world's econony, the world's
financial systemin this era of interdependence and gl obalisati on.

"You have also to | et the devel oping countries have a say in the
interpretation and shapi ng of the new forces that are being unl eashed by a
gl obal i sed worl d, where policies and practices are to be standardi sed so
as to facilitate trade and investnents," he said.

The recent WI'O M nisterial Conference in Seattle clearly denonstrated
the need to involve the NGOs in the decision nmaking process, he said.

"It is time the relevant NGOs be given proper forumto air their views.
Street denonstrations can serve as a wake-up call but their usefulness is
quite limted,” the Prime Mnister said.

Unctad, Dr Mahat hir rem nded the audi ence, was not just trade. It is
al so very nmuch about devel opment.

Unctad is one of the few forunms concerned with devel opnent and because
of that, it is extrenely inportant to the devel opi ng countries.

Unctad nmust assune a leading role in setting a new direction for
devel opnent, in terns of a new devel opnent strategy that enbodi es el enents
that would enable, in particular, devel oping countries to neet the
chal | enges of the 21st Century.
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