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Ⅰ. Introduction : The background of Asia’s own economic cooperation
To understand why CMIM was established, we should focus on current market situation. There are mainly five factors to boost the necessity of Asia’s own economic cooperation. First, the East Asian market is becoming more interdependent. Therefore certain nation’s problem is not only their problem any more, but also whole Asia’s one. As the interdependence increasing, Asian countries need to cooperate to solve the problem which they are facing. Secondly, foreign investors regard ASEAN as a single unit. Therefore, it would be more effective to appeal investors as one unit for ASEAN countries rather than appeal them by themselves. Third, no suitable economic cooperation exists in Asia. Currently, two major regional organizations exist, ASEAN and APEC. However, ASEAN is a political organization rather than economic and APEC can not represent Asia’s own interest because US is one of their major participants. Fourth, existing international finance institutions such as IMF do not fully support the troubled economy. Especially, IMF is the most powerful organization in global market. However, IMF reflected U.S.’s opinion too much and they have been applying uniform solutions to different economies (i.e. opening market). Lastly, there are several additional advantages Asian countries take through CMIM; 1) supporting troubled economy more efficiently, 2) appealing foreign investors with higher credibility, stability, 3) becoming one of the major players in global market and 4) defending itself from global speculative investments.

Ⅱ. The Establishment of the CMIM

On 28 December 2009, there was a summit conference, ASEAN+3 Finance Ministers’ Meeting, dealing with the Establishment of the Chiang Mai Initiative Multilateralization (CMIM). According to the official announce from the government, there are main clauses to reach an agreement. 

First, The Finance Ministers and Central Bank Governors of the ASEAN Members States, China, Japan and Korea (ASEAN+3) and the Monetary Authority of Hong Kong, China, are pleased to announce the signing of the CMIM Agreement. The CMIM will strengthen the region’s capacity to safeguard against increased risks and challenges in the global economy. The core objectives of the CMIM are (i) to address balance-of-payments and short-term liquidity difficulties in the region and (ii) to supplement the existing international financial arrangements. 

Moreover, the CMIM, with the total size of USD 120,000,000,000 (one hundred and twenty billion), will provide financial support through currency swap transactions to the CMIM participants facing balance-of-payments and short-term liquidity difficulties. To build up the fund, Korea contribute 16% of total fund as the chart following.
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<The contribution of the establishment of CMIM>

Also, Each CMIM participant is entitled, in accordance with procedures and conditions set out in the Agreement, to swap its local currency with the United States Dollars for an amount up to its contribution multiplied by its purchasing multiplier. More detail numbers are in the chart below. 

	
	Financial contribution
	Purchasing Multiple

	
	USD (billion)
	(%)
	

	China
	34.2
	28.5
	0.5

	Hong Kong
	4.2
	3.5
	2.5

	Japan
	38.4
	32.0
	0.5

	Korea
	19.2
	16.0
	1

	Indonesia
	4.8
	4.0
	2.5

	Thailand
	4.8
	4.0
	2.5

	Malaysia
	4.8
	4.0
	2.5

	Singapore
	4.8
	4.0
	2.5

	Philippines
	3.7
	3.1
	2.5

	Vietnam
	1.0
	0.8
	5

	Cambodia
	0.1
	0.1
	5

	Myanmar
	0.1
	0.1
	5

	Brunei
	0.0
	0.0
	5

	Lao PDR
	0.0
	0.0
	5

	Total
	120.0
	100.0
	


<Financial contribution and purchasing multiples>
Ⅲ. The necessity of AMF
As mentioned above, currently Asian countries are trying to find a way to cooperate through CMIM. However, CMIM can not be the answer and have many limitations. First, the Absence of overall operating, and monitoring system can bring about moral hazard between the participants. Also, CMIM has no mechanism to stabilize exchange rate among the nations. Currently, central banks of each country make decisions. Therefore, efficient liquidity risk management, legal system is not available. An independent organization which is totally separate from each country is necessary. Moreover, insufficient capacity to support over one foreign exchange crisis is another big problem. In fact, the size of 120bil$ is too small for supporting liquidity problem in real. For example, external mobile capital in Korea market is 50.40bil$. In fact, CMIM as impracticable in financial crisis from Subprime mortgage in 2008
Ⅳ. The problems and limitation of IMF
The East Asian financial crisis of 1997 represents an important milestone in the debate over the shape of the global financial structure and the economic globalization lead by IMF. The failure of IMF to control the 1997’s debacle and the recent financial crisis indicates the need to fine-tune the existing financial institutions for those in support of IMF. However, to others it presents the need for serious reforms on the current global financial architecture. Hence, the creation of AMF, the Asian counterpart of International Monetary Fund (IMF), is becoming more and more real as multilateral financial cooperation like CMIM between Asian nations are formed. 
The International Monetary Fund, also known as IMF is a model institution for the construction of AMF despite its many limitations it still provides the structural template to create a regional monetary fund with financial stability as its goal. 
1. International Monetary Fund                                                               
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International Monetary Fund, also known as IMF, is an international organization that overseas the global financial system to secure financial stability, facilitate international trade, promote high employment and sustainable economic growth through the enforcement of liberalizing economic policies to its member countries. However, IMF has been far from successful in promoting these goals. 

The founding belief, at least in its conception, was the need to for a collective action at the global level to provide economic stability for a market that often did not work well. In 1944, in the midst of World War II, delegates from 45 nations around the world gathered at Bretton Woods, New Hampshire, United States, to agree on a framework for international economic cooperation to end the unchecked market competition promoting global financial instability, such as the 1930’s debacle; the Great depression. The agreement was dubbed the Bretton Woods system, taking its name from the site of the conference it became the founding stone for the construction of IMF and World Bank in 1945, endowing limited supranational authority to both organizations in governing currency relations among sovereign states. 

The idea underlining the conception of IMF is well established in a statement by Cordell Hull, the United States Secretary of State from 1933 to 1944.

‘Unhampered trade dovetailed with peace; high tariffs, trade barriers, and unfair economic competition, with war…if we could get a freer flow of trade…freer in the sense of fewer discriminations and obstructions…so that one country would not be deadly jealous of another and the living standards of all countries might rise, thereby eliminating the economic dissatisfaction that breeds war, we might have a reasonable chance of lasting peace.’

Like Hull, many realized the limitations of completely flexible exchange rates, prone to manipulative depreciation by nations to gain relative price competitiveness of export goods. Such unhealthy competition breed by floating rates was believed to be the cause of the Great Depression, which led to callings for restraints of exchange rate flexibility. However, governments were reluctant to return to fixed exchanges rates based on the classical gold standards. So a compromise was sought between the two polar alternatives to allow market free rates, overviewed by supranational authorities; IMF and World Bank, with rights to revise market values and oversee aggregate demand. Also, IMF was encouraged to impose international pressure on counties to have more expansionary economic policies by increasing expenditure, reduce tax and lower interest rates to stimulate the market. 

These rights had one common objective, to prevent another global depression. With these authorities, IMF imposed international pressure on countries failing to meet their share of global aggregated demand by allowing their economy to wither. If necessary it would provide liquidity in form of loans to counties facing economic slump. 

2. IMF Quota                                                                        

The IMF is a public institution funded by tax payment around the world. However, it does not report directly to the taxpayers but to the central banks around the world. The decision making procedures of IMF works through a complicated voting system requiring an 85% supermajority. The voting rights are based largely on the economic power of each member country after the World War II. Although minor adjustments have been made to accommodate the current economic situation, it is largely dominated by developed western countries with the United States being the only nation able to block a supermajority on its own with a total of 16.74% voting power, just tipping over the 85% margin line.

	Table 1. IMF Members' Voting Power

	IMF Member Countries
	Votes: Number
	Votes: Percentage of Total

	United States
	371743
	16.74

	Japan
	133378
	6.01

	Germany
	130332
	5.87

	United Kingdom
	107635
	4.85

	France
	107635
	4.85

	China
	81151
	3.66

	South Korea
	29523
	1.33

	Others
	667438
	56.69


(Source: Wikipedia.org)

The voting power of Asian nations’ is very low despite its large share of the world market. This is especially visible for China, which only has 3.66% voting rights which fails to represent it’s 2nd biggest economy in the world. This voting system is one of the reasons why IMF has failed so many times to represent the interest of Asian nations as they hardly have a voice. This is another reason calling for the construction of AMF, which will act as a global entity representing the interest of Asian nations. However, as we can see from IMF, it is critical for AMF to arbitrate and defend the interest of all its participating nations and bar powerful nations from taking advantage of its surrounding countries. So a fair but not equal - as participating nation’s economic contribution differ - voting system between Eastern Asian countries is necessary for the creation of AMF.
3. IMF today                                                                         

Over the years since its inception, IMF has taken a detour from its original goals. Today, the IMF typically provide liquidities to financially deficit counties only under commitment to engage in conditionality policies like cutting deficits, raising taxes and interest rates that leads to contraction of the economy. This is the very opposite, if not antagonistic, to the founding concepts of IMF in stimulating market expansion. 

The most dramatic turn for IMF in the 20th century was during the 1980’s when free market ideology was upheld as part of a new “Washington Consensus” between IMF, World Bank and U.S Treasury in a radical approach to eliminate world poverty and create jobs. Like most of its ideas, the intentions underlining the inception were altruistic, but gradually evolved to become another imperialistic tool of invasion. The IMF became a missionary organization, pushing the idea of borderless market on reluctant third world countries, which were badly in need of bail out loans. The poor governments rarely had much choice in choosing whether to accept the free market ideology. Although many government officials and the people remained skeptical, financial ministries had no choice but to accept the terms to obtain loans. 


Washington Consensus                                                       

The original set of economic and political terms devised by John Williamson, a senior fellow at the Institution for International Economics and professor at MIT, applied to countries borrowing from the IMF included
:

1. Fiscal discipline: Large and sustained fiscal deficits by governments are the main source of macroeconomic instability such as inflation, balance of payment deficits and capital flight. These deficits were the result of weak commitment to match public expenditure to the resources available. So, an operational budget deficit of less than 1~2 percent of GNP should be pushed. 

2. Reducing Public Expenditure: The public expenditure cuts should particularly include state enterprises like spending on defense, public administration and subsidies. 

3. Tax reforms: The tax base should be broadened with improved tax administration. But marginal tax rates should be cut to improve incentives. 

4. Interest rates: Interest rates should be market determined rather than state determined and real interest rates should be positive to discourage capital outflow and increase savings. 

5. Exchange rates: Exchange rates should be high enough to be sufficiently competitive to nurture the rapid growth of exports, but not be inflationary; its contradictory nature makes little sense.

6. Trade liberalization: Quantitative restriction on imports should be eliminated, along with tariff reduction to 10~20 percent.

7. Direst foreign investment: Foreign investment can bring the needed capital, skills and know-how. So barriers hindering the entry of foreign firms should be abolished. And foreign companies should be allowed to compete on equal terms with domestic companies. 

8. Privatization: State enterprises should be privatized. Private industry is more efficient.

9. Deregulation: State control over private enterprises should be limited and all firms should be subjected to market competition. 

10. Property rights: Making secure and well-defined property rights available to all at reasonable cost. 

On top of these ten clause addition of 10 more were added as a reform on the “Washington Consensus”, which included WTO agreement, capital accounting opening, and corporate governance. 

Most of the time, the Washington consensus and capital market liberalization enforced on these developing countries failed miserably. The free market policies were pushed on poor nations in the absence of proof that it really worked. The only evidence they had was its success in the western market, which clearly has a different economical fundamental compared to the fragile markets of third world countries. Employing the exact same answers(free trade and market liberalization) for every country with its own unique challenges solved little, if any, of its problems. Consequently, it actually made things worse. Cheap mass-produced imported goods out-compete highly-charged domestic products, systematically eradicating the entire industry along with countless jobs the locals depend on. But it wasn’t only the jobs that were taken away; it destroyed every opportunity for competitive growth before it could even take root. 

Ironically, what made things worse, advanced nations such as the U.S or Japan selectively protected their weak industrial sectors until it was strong enough to compete within the world market. However, they enforcing developing country with no competitiveness against multinational companies to open its vulnerable market for invasion. 

During the 1980’s, the World Bank working with IMF, went beyond just providing loans to market-wide projects such like structural adjustment policies, of course under the approval of IMF. However, along with the approval from IMF came conditionality on the countries receiving the loan. As most developing countries are constantly in need of financial support, IMF became an inseparable part of their life. 

Half a century since its founding, IMF provided billions of dollars to third world countries and ex-Soviet Union satellite nations in East Europe, promising transitions from communism to market economy. However, it is more than evident that IMF has failed in its effort to put an end to the economic down spiral. Its promise for full employment was shattered with rocket-high unemployment rates in many countries. Close to hundred nations ran into bankruptcy since the construction of IMF.
 Its push for premature capital market liberalization has worsened the global market instability, with their aid programs often making the matters worse, especially for the weak and poor. 

Let’s take a closer look at the role of IMF and its failure in crisis management and structural reforms during the Asian crisis in 1997, which also hit the Peninsular.

4. Asian Crisis & IMF                                                                  

The East Asian Crisis that reached Korea started from Thai when it could no longer defend its fixed exchange rate system. When the Thai government announced its adoption of the floating rates system its currency, the baht, devaluated more than 15%, sending waves of currency speculations that hit most of East Asian countries including Malaysia, Korea, Philippines and Indonesia. The exchange rates for these countries plummeted as their domestic currencies lost value. To make matters worse, foreign investors and companies withdrew their dollars from the growing markets causing liquidity crisis that took down many regional banks, companies and the stock market. 

When the crisis broke out, IMF, U.S treasury and international credit rating agencies like S&P, Moody’s and Fitch were quick to criticize the East Asian nations for their poor management and corrupt government and called for a massive reform on the market. Ironically these very institutes forecasted strong growth for East Asia before the crisis. Joseph E. Stiglitz, the senior vice president of the World Bank recalls the reaction of the international financial community as unjust. 

‘These out-spoken critics were hardly experts on the region, but what they said contradicted so much of what I knew about it…How, I wondered if these countries’ institutions were so rotten had they done so well for so long?’
The unprecedented performance of East Asian countries was described as the ‘East Asia Miracle’. South Korea, dubbed as one of the four dragons of Asia, is a model nation describing the success of Asian countries. South Korea rose from the wreckage of the Korean War and successfully built its economy in approximately half a century. It was able to reduce poverty dramatically and achieve universal literacy. It is the only nation in the world to have joined the Organization for Economic Cooperation and Development(OECD), a club of developed nations, after being an recipient of their aid. Now, it is one of the top ten countries leading the export market with an impressive product profile of computer chips, LED screens and IT technologies. 

The success story of East Asian nations like Korea was much of a surprise to the western nations. Their rapid industrialization and economic success was reached by a market model showing a stark difference from the minimalistic role of governments endorsed by the Washington Consensus. The markets were carefully guided and built under the watchful eye of the government by frequent market interventions. A popular example of state-devised industry in South Korea is the creation of Pohang steel and Samsung Electronics lead by President Park. 

So when the crisis broke out, the regional critics were almost glad that the Asian economic model failed as they couldn’t tolerate a state run market. While they were reluctant to credit the regional government of its past success, they were quick to blame the government for their short fall. 

When the IMF was called in for help during the Asian crisis, they adopted the same solution they’ve been using since their inception. IMF usually provides huge bail out money so that the nation can sustain its exchange rate from fleeing investors and hot money. Large dollar deposits also help nations fend off speculative attacks betting on currency devaluation; if enough market momentum can be created with speculators shorting a regional currency, its value will depreciate allowing the speculators to make profit by repaying what they sold at a cheaper price. This currency attack can be defended by the government buying out what the speculators are selling on the forward market; leveling out the supply and demand of a currency to stabilize its price. This is exactly what happened on the recent attacks on Euro by hedge funds like George Soros, where millions of Euros were shorted on the market to devaluate the currency. The dollars are also used to provide liquidity for companies rolling over loans borrowed from foreign banks.  

However, the loans were provided with conditions, which were supposed to rectify the problem that caused the financial crisis. Of course, this made sense as IMF provided billions of dollars, it had to make sure not only the loans be repaid but it was used appropriately to resurrect the regional economy. The conditions typically included high interest rates, cutbacks on government and welfare spending and increased taxes. 

On top of this, it included structural reforms, that is, changes in the structure of the economy which, it is believed, lies behind the country’s problem. These conditions included not only interest rate hikes and spending cutbacks but political changes, which increased openness and transparency. These conditions meant that the countries accepting the loan had to give up a lot of its economic sovereignty. Much of the animosity to IMF bailout plans was against these terms. Many also believed that the conditions did not help restore the countries’ economic health. 
The sad truth was that it really didn’t help the countries at all. Policies that were supposed to arrest the falling exchange rates failed. In 1998, GDP in Indonesia fell by 13.1 percent, in Korea by 6.7 percent, and in Thailand fell by 10.8 percent. Three years after the crisis, Indonesia’s GDP was still 7.5 percent below that before the crisis, Thailand’s 2.3 percent lower. In each case, startled and embarrassed by the outcome, IMF blamed the regional government for not taking the reforms seriously. Even these criticisms played a part in exacerbating the situation as it only stimulated the capital flight from the regional market instead of reassuring investors. 

One of their biggest mistakes was market liberalization; the removal of government interference in financial markets, capital markets and barriers to trade. Of course, market openness is crucial for a countries economy to grow, but IMF has pushed this agenda too far that it actually contributed to the financial crisis on emerging markets. 
Ex. South Korea                                                               

As the Korean government ran out of dollar reserves trying to defend currency speculations, it called in for IMF loans to resolve its liquidity problems. Many reasons for the crisis have been presented, which can be classified into three different arguments. The first focusing on the inadequate economic structure, the second pointing to the failure of government measures to relieve the crisis, the third puts emphasis on the wave of financial shock from external sources. Despite the many debates, the cause of the crisis can’t be attributed to a single cause but is the result of collective forces mentioned above. IMF conditionality was also imposed on South Korea during the East Asian Crisis. The objective of conditionality was to restore credit ratings through massive bail-out money, suppress the reduction of real GDP, achieve 3% growth rate, limit inflation to 5% and secure foreign exchange reserve amounting to at least two month import cost. 


Various policies were adopted to enforce these goals:

1. Reduction of reserve money to stabilize exchange rate and suppress inflation

2. Open market operations to increase market interest rate

3. Limit government intervention in foreign exchange market

4. Reduction of social overhead capital, subsidies and wages of government employees to maintain a positive treasury budget

5. Increased special consumption tax and corporate tax to increase government income

6. Suspensions on businesses that can not meet a specified ROE level

7. M&A between local banks and foreign financial institutes 

8. Capital liberalization of money market and corporate bond market

However these policies had very little effect in solving Korea’s problems. The tight fiscal policies were overly excessive for countries like South Korea which had a very robust economy. The high interest rate failed to stop the outflow of capital and only exacerbated the crisis by reducing investments and crippling companies with high interest rates. Most of all, it failed to recognize the uniqueness of the Asian markets in general(ex. retraction of ration & fuel subsidies resulted in a massive increase in demand and social instability in Indonesia), which lead to inappropriate or ineffective policies.
The fundamental basis for the high interest rate policies can be summed up into three. First, it stabilizes the foreign exchange market by stimulating the inflow of foreign funds and reducing capital flight. Second, it helps maintain a positive balance of current accounts by increasing savings and reducing investments. Third, high interest rates helps get rid of insolvent companies and provides incentives for firms to lower their debt ratio. 
	
	Economic growth
	Government Balance
	Balance of current account

	
	Initial estimate
	Revised estimate
	Initial estimate
	Revised estimate
	Initial estimate
	Revised estimate

	Thailand
	3.5
	-8.0
	1.0
	-5.1
	-3.0
	10.0

	Indonesia
	3.0
	-15.0
	1.0
	-10.1
	-4.9
	1.6

	S. Korea
	3.0
	-7.0
	-
	-4.0
	-0.6
	11.9


The table on the top shows us the initial estimate of economic growth, government balance and balance of current accounts.
Trade liberalization                                                           

The basic theory underlying trade liberalization is the enhancement of a nation’s income by forcing resources to move from less productive uses to more productive use as free trade forces utilizing comparative advantage. It is hard to argue against this basic idea of trade liberalization. But no matter how perfect a theory may be, it can’t be a solution to every single financial crisis with such diverse backgrounds. This is made worse if the nations carrying out the process aren’t legitimately dedicated to its cause.

Most nations asking the IMF for loans are third world countries with markets hardly fit for international competition. When these immature markets are sent to the same brutal arena with giant companies with out any insulation to shield them self, there are no chances for utilizing comparative advantage as they never had any. Moving low productivity to no productivity certainly doesn’t make the nation any richer. Instead of the promised opportunities for a bigger market, jobs for the local population are destroyed as domestic businesses are pressured to close down by international competition. 

East Asia nations, the most successful developing countries, opened their markets with the greatest caution. Most of these countries regulated the market liberalization to take advantage of it; opening it slowly only when they were ready to expand their market. Most of these nations also took active role in promoting businesses. Even China with its great success in market liberalization still has a long way to go.

Probably, the biggest reason for the failure of trade liberalization lies in the hypocrisy of those pushing for open markets. As in the Washington Consensus, trade was important for western nations, but the emphasis was on the promotion of exports, not the removal of impediments to imports. U.S especially liberalized the market for products that they exported, but still continued to protect the industry with high vulnerability. 

During the Uruguay Round of trade negotiations, the subject of trade in services was introduced. However, markets were opened mainly for export products of advanced nations, which typically included financial service and information technology, but not for construction services and agriculture, where third world countries might have been able to succeed. An estimate by the World Bank showed that countries in Africa saw its income decline by more than 2 percent as a result of trade agreement.
 

This sort of double standard has a long history. During the nineteenth century, the western powers like Great Britain and France pushed unfair trade treaties with third world countries. A well known example is the Treaty of Tientsin in 1858, which not only ensured China would export goods to the West at low prices, but open up its market to opium, a powerful addictive drug, so that millions of Chinese would become addicted. Today, the market invasion by U.S takes a less conspicuous form, yet no less dangerous. They might not be pointing any guns, but they are still threatening poor nations with sanctions or withdrawal of assistance in times of crisis. 

Capital Liberalization                                                        

The IMF and U.S Treasury believed, or at least argued, that full capital liberalization would help regional growth, as it ardently defended its necessity along with trade liberalization. But, ironically most countries in East Asia had little need for additional capital, given their high savings rate. However, capital market liberalization was carried out anyways during the nineties. Stiglitz argues in his book, ‘Globalization and its discontent’ that capital liberalization was the single biggest reason for the financial crisis.

‘I believe that capital account liberalization was the single most important factor leading to the crisis. I have come to this conclusion not just by carefully looking at what happened in the region, but by looking at what happened in the almost one hundred other economic crises of the last quarter century…It has also become increasingly clear that all too often capital account liberalization represents risk without a reward’

Although Stiglitz’s view on capital liberalization seems a little extreme as it has its advantages in funding mega-scale projects and provides diverse source of fund. However, it’s hard to argue against the risk that comes with liberalized capital market. 

Capital market liberalization leaves the developing nations subject to both the rational and the irrational whims of the international financial community. They are usually quick to flood the nation with capital during a bull market, when the last thing the country needs is more money to exacerbate inflation. Ironically, they are the first to leave in emerging markets during financial crisis, when the nation is most in need of capital. This is evident in the capital out flow from Thailand amounting to 7.9 percent of GDP in 1997, 12.3 percent of GDP in 1998 and 7 percent of GDP in 1999 during the financial crisis.

What is most interesting about the East Asian Crisis is that the crisis never should have been so catastrophic. Especially it is ironic that IMF hit South Korea when the domestic market was still strong. Even the recent sub-prime mortgage crisis that swept the world really had nothing to do with the fundamentals of the domestic market. It was the financial crunch, marked by ‘capital flight’ from emerging markets to safe assets like dollar and gold that brought the crisis. 

So far, there is little evidence to whether these policies actually worked. Many believe that conditionality is a way of imposing liberalization on developing countries by IMF. Especially, many loans provided by the IMF contained with them conditions designed to be tied with subsequent steps toward liberalization.

Sometimes, the conditions seem nothing more than a show off of its power and a way to seize the opportunity to enforce their agenda. During the 1997 lending agreement with South Korea, IMF insisted on moving up the date of opening the Korean market to several Japanese goods, although this had absolutely nothing to do with helping Korea address its problems. Like this, these actions are examples of using the financial hardships of various nations to push political changes in their favor. 

5. The Aftermath of the Asian Crisis                                                      

Korea and Thailand, recipients of IMF loans during the Asian Crisis, showed very different outcomes. Thailand, which followed the IMF prescription almost perfectly, was still in recession after three years with a GDP approximately 2 percent below that of the pre-crisis level. 

However, South Korea, which showed little commitment to IMF prescriptions fully recovered from the crisis in less than four years with its loans fully paid. During the crisis, Korea paid little attention to the advice of IMF and kept the exchange rates low to stimulate export and actively participated in the restructuring of firms like Commercial Bank and Han-il Bank(now called Woo-ri Bank), which is still state-owned, along with many other companies like Daewoo International and Hynix, which have only recently been attempted to be privatized.

Although it is hard to solely blame the IMF for Thailand’s sluggish recovery, nobody can exempt it from the role it played in exacerbating the crisis. Evidence can also be found in remarkably successful nations like China and India, which seems to show little concern for what Washington and IMF has to say about how their economy is run. 

Ⅴ. The proposal about the new model of AMF
   1. What the AMF does
     A. policy advice to governments and central banks based on analysis of economic 
trends and cross-country experiences
B. research, statistics, forecasts, and analysis based on tracking of global, regional, and 
individual economies and markets
C. loans to help countries overcome economic difficulties
D. concessional loans to help fight poverty in developing countries
E. technical assistance and training to help countries improve the management of their 
Economies
     2. How the AMF does
       A. Surveillance
The AMF promotes economic stability and global growth by encouraging countries to adopt sound economic and financial policies. To do this, it regularly monitors global, regional, and national economic developments. It also seeks to assess the impact of the policies of individual countries on other economies.

This process of monitoring and discussing countries’ economic and financial policies is known as bilateral surveillance. On a regular basis—usually once each year—the AMF conducts in depth appraisals of each member country's economic situation. It discusses with the country's authorities the policies that are most conducive to a stable and prosperous economy. The main focus of the discussions is whether there are risks to the economy’s domestic and external stability that would argue for adjustments in economic or financial policies.

Member countries may agree to publish the AMF's assessment of their economies, with the vast majority of countries opting to do so.

The AMF also has the option to bring together, on an as-needed basis, groups of systemically relevant economies to address issues of broad importance to the global economy. These meetings are called multilateral consultations. 
The AMF's work on individual countries informs its work on regional economies and the global economy. These views, along with timely analysis of important economic and financial issues, are published twice a year.

       B. Technical assistance and training
AMF offers technical assistance and training to help member countries strengthen their capacity to design and implement effective policies. Technical assistance is offered in several areas, including fiscal policy, monetary and exchange rate policies, banking and financial system supervision and regulation, and statistics. 

The AMF provides technical assistance and training mainly in four areas:

- Monetary and financial policies (monetary policy instruments, banking system supervision and restructuring, foreign management and operations, clearing settlement systems for payments, and structural development of central banks) 

- Fiscal policy and management (tax and customs policies and administration, budget formulation, expenditure management, design of social safety nets, and management of domestic and foreign debt) 

- Compilation, management, dissemination, and improvement of statistical data

- Economic and financial legislation. 

       C. Lending
In the event that member countries experience difficulties financing their balance of payments, the AMF is also a fund that can be tapped to facilitate recovery. A policy program supported by financing is designed by the national authorities in close cooperation with the AMF. Continued financial support is conditional on the effective implementation of this program. 

The AMF also provides low-income countries with loans at a concessional interest rate. 

       D. Research and data
Supporting all three of these activities is the AMF's economic and financial research and statistics.
     3. Membership
To become a member, a country must apply and then be accepted by a majority of the existing members.
Upon joining, each member of the AMF is assigned a quota, based broadly on its relative size in the world economy. 

A member's quota delineates basic aspects of its financial and organizational relationship with the IMF, including:

Subscriptions. A member's quota subscription determines the maximum amount of financial resources the member is obliged to provide to the AMF. A member must pay its subscription in full upon joining the AMF

Voting power. The quota largely determines a member's voting power in AMF decisions. 

Access to financing. The amount of financing a member can obtain from the AMF (its access limit) is based on its quota. Under Stand-By and Extended Arrangements, which are types of loans, a member can borrow up to 200 percent of its quota annually and 600 percent cumulatively. However, access may be higher in exceptional circumstances.

   4. Organization & Finances
     A. Management
The AMF is led by a Managing Director, who is head of the staff and Chairman of the Executive Board. He is assisted by a First Deputy Managing Director and two other Deputy Managing Directors. The Management team oversees the work of the staff, and maintain high-level contacts with member governments, the media, non-governmental organizations, think tanks, and other institutions.

Managing Director: Duties and selection 
The Managing Director "shall be chief of the operating staff of the Fund and shall conduct, under the direction of the Executive Board, the ordinary business of the Fund. Subject to the general control of the Executive Board, he shall be responsible for the organization, appointment, and dismissal of the staff of the Fund." 

The AMF's Executive Board is responsible for selecting the Managing Director. Any Executive Director may submit a nomination for the position, consistent with past practice. When more than one candidate is nominated, as has been the case in recent years, the Executive Board aims to reach a decision by consensus.

B. Quota
The AMF's resources come mainly from the money that countries pay as their capital subscription when they become members.

Quotas broadly reflect the size of each member's economy: the larger a country's economy in terms of output and the larger and more variable its trade, the larger its quota tends to be. Quotas, together with the equal number of basic votes each member has, determine countries' voting power. They also help determine how much countries can borrow from the.

Countries pay 25 percent of their quota subscriptions in major currencies, such as U.S. dollars, euros, pounds sterling, or Japanese yen. They pay the remaining 75 percent in their own currencies. 

Quotas are reviewed every five years and can be increased when deemed necessary by the Board of Governors.
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C. The Income model
Recently the handling ability and economy of each country increases. So it is not enough to fulfill the administrative expenses through the interest income. And then the diversification of the income model is required. It is not easy to suggest the detail of the investment portfolio, but the concrete income model can be suggested.
Ⅵ. Conclusion

 Actually AMF will have the similar structure with IMF because the model of AMF is based on the IMF. The main function will not have only lending money, but also doing research and assisting and observing.. In addition quota will be assigned considering the portion of each country in the global economy and each country will have voting power about some agenda. But there are some differences with the IMF. Firstly the AMF has the various and stable income model except the interest income like stocks or bonds. Secondly when it gives the relief loan, it will  not demand unilateral force of changing economic policy but effective demand which is suitable for the situation of each country through organization of common TF team with borrowing country. Furthermore it will check the national power of each country and assign fair quotas.. Although the AMF is created, it will not conflict with the IMF but cooperate with the IMF. But through improving existing problems of IMF, the AMF can be the advanced institution. And then it can prevent the Asian economy from the financial crises and help Asian countries to improve economy. 
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