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T H E C E N T R A L F A C T IS THAT A S I A B E C A M E 

VERY D E P E N D E N T O N F O R E I G N I N V E S T O R S , 

W H O S E C O N C E R N W A S N O T W H E T H E R A 

C O U N T R Y H A D ITS F U N D A M E N T A L S IN 

O R D E R , B U T W H A T O T H E R S P E C U L A T O R S 

W E R E T H I N K I N G . THIS C R E A T E D A VERY 

VOLAT I LE S I T U A T I O N A N D ULT IMATELY A 

C H A I N R E A C T I O N O F CR ISES . 

C O L O M B O , J a n . (IPS) - The explanat ion 
frequently cited in the internat ional media for 
the A s i a n f i n a n c i a l c r i s i s - p o o r e c o n o m i c 
" fundamenta ls "—s imply is not convincing. 

It is implausible that the As ian "tigers" could 
have susta ined rates of expans ion so high and 
for so long, nearly transforming their economies, 
whi le a l l the time the so-called " fundamenta ls " 
were not right. Certainly there were weaknesses 
and excesses, but these were not so common as 
to cause a re-enactment of th is cr is is i n countrv' 
after country. 

If any th ing was wrong, it was the fact that 
the nat ions exposed themselves excessively to 
footloose speculative movements of capital , and 
to short- term capi ta l flows, w i th no regulations 
or contro l mechan i sms set u p in advance. This 
was partly because of the prevai l ing philosophy 
of openness to a l l k inds of f inancia l flows. 

Fo r m a n y y ea r s th i s p r o d u c e d posit ive 
r e s u l t s a n d peop l e a p p l a u d e d . B u t the 
immediate causes of the current cr is is has not 
been an over-investment i n real estate, or the 
corrupt ion and crony cap i ta l i sm, that we read 
a b o u t — w h i c h are to be f o u n d i n a l l the 
economies in the wor ld , not only i n East Asia. 

The centra l fact is that As i a became ver\
dependent on foreign investors, whose concern 
was not whether a country had its fundamentals 
i n order , bu t wha t o ther specu l a t o r s were 
th ink ing . Th is created a very volatile s i tuat ion 
and ult imate ly a cha in react ion of crises. 

One of the major lessons to be drawn from 
the present s i tuat ion is that there is appal l ing 
absence of any k i n d of mechan i sm to moderate 
a n d regulate these deve lopments once they 
appear to get out of hand . 

There is no " ex -ante " preventive system 
i n t e r n a t i o n a l l y to m o n i t o r the s i t u a t i o n , 
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anticipate possible weaknesses and take act ion. 
Ins t ead there i s a n a d hoc a n d " e x - p o s t " 
response. 

U n f o r t u n a t e l y a n y k i n d o f p r e v e n t i v e 
r e g u l a t i o n by g o v e r n m e n t s , o r e v e n by 
i n t e r n a t i o n a l o r g a n i s a t i o n s , i s c o n s i d e r e d 
c o n t r a r y to the p r e v a i l i n g l i b e r a l i s a t i o n 
phi losophy. The result is a very large exposed 
and vulnerable economic area. 

DEVELOPING COUNTRIES ARE TOLD THAT 
NOW THERE IS AN EXPRESS TRAIN CALLED 

"GLOBALISATION AND LIBERALISATION." IF 
THEY GET ABOARD, THEY WILL BE CARRIED 
ON A GREAT DISTANCE BUT, IF THEY FAIL 

TO DO SO, THEY WILL BE LEFT BEHIND AND 
MARGINALISED. 

If there is to be a n in ternat iona l legacy from 
this cr is is , it shou ld be the establ ishment of 
mechan i sms to moni tor and react i n time. Th i s 
should top the l ist of the agenda for the evolution 
of the in ternat iona l f inanc ia l system. 

There are other issues. One of the casualt ies 
of the great euphor i a about g lobal isat ion and 
l i b e r a l i s a t i o n h a s b e e n the d e b a t e o n 
in te rnat i ona l development cooperat ion: there 
have been no ser ious negotiat ions on a North-
Sou th basis for the last 15 years! 

A l l the changes for wh i ch the South has been 
p u s h i n g — t a r i f f p r e f e r ences for deve l op ing 
countr ies , concess ional a id targets, commodity 
s t a b i l i s a t i o n a r r a n g e m e n t s , codes for the 
transfer of technology and restrictive bus iness 
pract ices—have been put aside. As a result , 
the whole burden of act ion, and v i r tua l ly the 
whole focus of at tent ion, is now being placed 
on the in terna l domest ic policies of developing 
countr ies . 

Developing countr ies are told that now there 
is an express t r a in ca l led "g loba l isat ion and 
l ibera l i sa t ion . " If they get aboard, they w i l l be 
carr ied on a great d is tance but , i f they fail to do 
so, they w i l l be left b eh ind and marg ina l ised. 

The secret of b o a r d i n g i s i n the i r o w n 
policies: if they l iberal ise, deregulate, privatise, 
balance their budgets, and so on they wou ld be 
beneficiaries of the process. 

The Nor th -South dialogue thus has been 
replaced by a sort of "do- i t -yourse l f k i t " for 
developing countr ies—who are told that they 
don't need big d iscuss ions and conferences on 
internat iona l cooperation, a id flows, the terms 
of trade and so on. 

Nevertheless, it remains as true as ever that 
developing countr ies need a global economic 
e n v i r o n m e n t t h a t i s s u p p o r t i v e o f the 
development process and stabil i ty i n the wor ld 
economy. Th is wi l l not come about through the 
country-by-country implementat ion of in terna l 
s t ruc tura l Eufljustment policies alone. 

There are major i ssues that can only be 
addressed through mult i la tera l act ions, and a 
revival of d iscuss ions and negotiations on these 
i s c l e a r l y n e e d e d . O n e of t h e s e i s the 
internat iona l f inancia l system and the way it 
should evolve. Th is must be the subject of inter­
governmental act ions rather than of nat iona l 
policies alone. 

There also are other issues: trade, capi ta l 
needs , debt rel ief , r e g i o n a l i s m a n d g loba l 
env i ronmenta l concerns that involve an inter­
dependent world and, effect both developing and 
developed countr ies . 

The present s i tuat ion presents developing 
countr ies w i th a challenge: they mus t reshape 
their p lat form to reflect the chang ing wor ld 
scene. They need also to harness their numer ica l 
strength and cohesiveness in mult i la tera l fora. 

Otherwise they wi l l lack an agenda of their 
own, and their responses to world trends and 
events, at best, w i l l be reactive. 
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