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Need to avoid the extrene volatility that ravaged Asia

Har dev Kaur in Bangkok

THERE is a need to establish the framework and saf eguards and hel p
countries to undertake an orderly approach to liberalisation that will
hel p avoid extrene volatility in the marketpl ace.

The out goi ng Managing Director of the International Mnetary Fund M che
Candessus admitted that there was 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 | M s core
mandat e has i ncluded |iberalisation of paynents, the process of
liberalising capital noverments al so needs a franmework and guidelines," he
stressed.

Wth the increasing realisation of the danage free flow of short term
capital can cause there is now an adm ssion and recognition on the part of
the international and multilateral organisations that somethi ng nust be
done.

But as sone observers point out the nultilateral organisations and the
international comunity is not noving fast enough. Even the proposed new
financial infrastructure is still nowhere in sight.

In his address to the prelimnary session of the 10th United Nations
Conference on Trade and Devel opnent Candessus said it was tine to nove
forward (with the framework and safeguards) so that the risk of future
crisis can could be ninimsed.

"W have the technol ogy and the instrunments 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 safequards to protect the internationa
financial system?"”

Later at a press conference Candessus adnitted that the | M- had nmade
m stakes in "liberalising the short termcapital which is the nost
damagi ng. We allowed for free flow of short termcapital

Mal aysi a had called for regulations and controls on such short term
capital flows followi ng the Asian financial crisis but Prime Mnister
Datuk Seri Dr Mahat hir Mhanmad was criticised for understandi ng econom cs
and i nternational markets.

Candessus told the gathering of some 190 countries and various UN
agencies that there was a need to help countries undertake an orderly
approach to liberalisation

He added that work was under way in the | M- on proposls that would al |l ow
countries to identify the steps that individually they needed to take 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
temporary basis, and preferably acconpani ed by other nore basic structural
reform"

He stressed he had no hesitation in asserting the benefits of the
further orderly liberalisation of international capital novenents.
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