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Support for stand on reforming financial system

Har dev Kaur; Kasm ah Miust apha

THE nessage fromthe United Nations Conference on Trade and Devel opnent is
to reformthe existing financial architecture as an urgent priority,
somet hi ng Mal aysi a has been advocating since the outbreak of the Asian
financial crisis.

Since neither volatility nor instability can be effectively nmanaged by
today's financial architecture, the reforms shoul d address the nore
substanti ve aspects of the problem according to Rubens Ri cupero, UNCTAD
secretary-general

Deputy M nister of International Trade and | ndustry Datuk Kerk Choo Ting
said the point on reformhas been expressed |oud and clear and "I think
nobody has any doubt about the issue now'

Kerk, who |l ed the Mal aysi an del egati on to the UNCTAD X neeti ng which
ended yesterday, pointed out that Malaysia was not alone in taking this
st and.

It is now shared by many countries, including institutions such as the
I MF.

"I'n some way they all recognise that unfettered capital novenents are
not conducive to global trade. Sone formof regulation has to be put in
pl ace" to ensure stability in the market-pl ace

Ri cupero told the closing session that Prime M nister Datuk Seri Dr
Mahat hi r Mohanad and | ndonesi an Presi dent Abdurrahman Wahi d provided "a
nmore realistic evaluation of the limts of unrestricted capitalisni.

They were "forceful and persuasive, alnobst dramatic, at tines touching,
in their personal accounts of the ordeals endured by their peoples”. This
according to Ricupero was "certainly anong the high points of the
conf erence".

Dr Mahathir had told the conference | ast weekend that "...central to the
i ssue of reformof the international financial systemis the need to
address the volatility of capital flows, particularly through direct
regul ati on of hedge funds and highly | everaged i nstitutions".

The existing infrastructure is i nadequate to deal effectively with the
devel opnental problens and crises. The international institutioa
machi nery, conprising the UN, the International Mpnetary Fund and the
Wir | d Bank, have not been able to cope with the chall enges confronting the
devel opi ng wor | d.

Ri cupero noted that while there is "convergence of opinion" on the
policies of econcomic |liberalism there has al so been frank offici al
acknow edgenent of the key unsol ved probl ens of the "capitalist economc
order.

"These are its proneness to financial crisis, its economn c underm ning
of peasant production and its tendency to negl ect the probl emof poverty".

Dr Supachai Panitchpakdi, Thailand's Deputy Prine Mnister and President
of UNCTAD X, in his closing remarks al so echoed Dr Mahathir and called for
the effective participation of devel oping countries in the decision-naking
process in all international institutions.

Dr Supachai said there may be a need to consider expanding the G8 to
i nclude representatives fromdevel opi ng countries. At the nonent, at |east
t he agenda of G 8 should include the consideration of the consequences of
their macro-econoni c policies on devel opi ng countries.

Later at a Press conference Dr Supachai el aborated that his proposal for
t he expansion of G 8 was not "revolutionary" as even the fornmer nanagi ng



director of the M M chel Candessus had proposed the expansion of G8 to
G 30.

Dr Supachai said the expansion of G 8 to include devel oping countries
wi | | enhance co-operation between devel oped and devel opi ng countries and
prevent a deepening of the crisis and the contagi on as happened in Asia
can be avoi ded.

The Asian crisis and the contagi on has shown that the problemwas "needs
to be tackled on a gl obal basis". Thus the G 8 should include other
st akehol ders and pl ayers from devel opi ng countri es.

Asked for his views on the proposed Asian Mnetary Fund, Dr Supacha
said: "Personally | support the fund as it is necessary to expand the
nunber of institutions which act as | enders of |ast resort.”

He hastened to add that he was not saying that the I M- had not done its
work but that its work needs to be suppl enented on a regi onal basis.

The proposal for the Asian Mnetary Fund was vehenently opposed by the
US and the | M- when it was first proposed in 1997, as it was seen as a
"threat and undermi ning" their power and influence.

However Dr Supachai argued that if there can be regional devel opnment
banks, such as the Asian Devel opnent Bank and the Latin Anmerican
Devel opnent Banks which are not deenmed to be undermning the World Bank
there is no reason why a Regi onal Monetary Fund cannot exist.

They (Regional Monetary Funds) will in fact supplenent the work of the
| M= at the regional |evel and could function |ike a sister organisation
with the sane stringent standards that are on par with the I MF rul es.
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