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uroda W eglonal integration but the Bank’s

THE A N«DEVELO NT BANK (ADB) PRESIDENT
ang\v
bi ners, the speC|aIIy would not let him have his

‘%’—“ o

e ¢ a envisions an Asia-Pacific region much like
& \0 e European Union and wants the ADB to move
in this direction. “Regional cooperatlon and

\<§§\ n egration is an idea whose time has come,” Kuroda

Q |nS|sted “Imagine an Asia-wide economic community, a

<‘{\ " community of nations where borders are fully open to
O trade and investment and that offers competitive,
;\/ complementary markets for the benefit of all its members
as well as the rest of the world. If we can envision this, |

know we can achieve it.”

That'’s precisely the problem for US and for Europe. They
oppose ADB'’s new strategy blueprint on the ground that
this would divert the Bank from its core mission of poverty
reduction. Ironically, Kuroda defended his new agenda on
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the very same poverty rhetoric, not to mention the Millennium
Development Goals (MDGs) which ADB and all its members promised
to deliver on.

or Kuroda regional integration would help achieve ADB’s vision

of an Asia free of poverty. He said “regional integration elsewhere

(referring to European Union) have shown unmistakably that
growth accelerates and income disparities are reduced as a result.”
Kuroda has acknowledged that “regional economic cooperation and
integration does not make much sense by itself.” It is just one of the
five pillars along with “inclusive development, pro=-poor sustainable
growth, governance issues and environmentally sustaPnabIe growth.”
The US temporary alternate governor Kenneth Peel did not think so,
though he conceded that regional economic cooperatlon 4s certalnly a
key part of Asia growth. Peel complaurfed that Kuroda*s new emphaS|s
on the study of potential regional curréncies and on, reglonal ecenqmlc
surveillance must not be allowéd “to divert scarce human and ﬁnanclal
resources from the ADB’s core mISS|on of poverty reductlon ’
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A chorus of support to the us posmon came from France and Germany.
France’s temporary alternate governor Ramon Fernandez charged that
the link between ADB'’s med|Um \term strategy pTan ‘and the goal of
poverty reduatmn was toe, “tenuous Germany s governor Karin
Kortmann was even more! b1unt in her crrt|0|sm of Kuroda, saying “ We
needa clear decision an the ADB’s COU‘FSG We feel that such a decision

is stlfl missing ify thé mew strategy 'documents.”
/"» ¢

_In a rare dlsplay of unity, the AS|ans came to the defense of Kuroda’s

controversi‘al V|S|on éhlna s governor Jin Renqging, praising the
achlevements of the ADB in the first year of Kuroda, said that the ADB
“shaurd further reglonal cooperation, a mission that is enshrined in its

A charter Reglonaﬂ cooperation is full of potential. It is our hope that the
\\NADB WI|| gontlnue to play a role of facilitator and financier, so as to

promote galeeper regional cooperation.”
P\

;ln’(':j:ia'n prime minister Manmohan Singh added his own. “While being a

'reé]ional bank, the ADB has acquired a global relevance, because of

Asia’s rising global profile,” he said.

orea’s governor, finance minister Han Duck Soo, insisted that

“it is crucial for ADB to emerge as an agency that reflects the

unique characteristics of the Asia region, while pursuing
harmonization with other multilateral development banks.”
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Japan’s governor, finance minister Sadaku Tanigaki, said the ADB under
Kuroda has become a “more accountable institution because the
president has sent messages on what the bank should do.”

What'’s going on really?

nderlying this controversy is the concern of US and Europe

about an Asia monetary union, first brought up after the 1997

Asian crisis. Behind this idea is the ASEAN + 3 (ASEAN member-
countries + Japan, China, and Korea). The original idea came from
Japan’s former deputy finance minister Eisaku Saklkabara who dreamed
of a single Asian currency like the euro for thel EU* Naturally, the
opponents were quick to accuse that this was a “Japanese agenda”.
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Maybe it was. But the greater fear could be that itis backed up by the
Asians. And since China and India were already sold tor the idea we can
only expect greater resistance from the’US and R Nt
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Asian countries have accumulated some $2 73 tr|II|on~ of forelgn
exchange reserves that are invested elsewhere mostty \in America,
instead of their own reglon These reéerVES are parked abroad, mostly
in American Treasury bonds and fmd their way, back into Asia in the
form of |nst|tut|pnal portfolio flows ‘and forelgn dlrect investment.
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America consumes most'"“of Asia’s exb‘ar’fs using borrowed money
invested by Asians, m JAmerican banks The seemingly insatiable
Amei‘lcan consumpt'“On habit i in turn helps sustain the Asia’s high-level
productlon Amé“nca would buy the next pair of Chinese shoes as long
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.as China lnvests its earnlngs in US bonds. The situation is all right for

as Iong as Amerlcans contlnue consuming as they do and the Chinese
contlnue ‘to lend the money to finance such consumption. What if one
day America stopSubuylng or China starts redeeming its US Treasury
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any Asian leaders are beginning to question the sense in the
‘§ merry-go-round of Asian savings. In a London conference,
following the 39" Annual ADB Governors’ Meeting in May in

g'Hyderabad South Korea’s finance minister Han Duck-soo said that

investing the region’s foreign-exchange reserves in Wall Street may
not be the most efficient way of using those resources. Already Asian
finance ministers are discussing their own region as alternative
destination for that abundant liquidity. Most likely they would not be
sympathetic to the advice of former US Treasury chief Larry Summers
about letting the IMF and the World Bank help them decide where to
invest those excess money.




The new destination being considered is the Asian bond markets, said
to be the most neglected part of the region’s capital markets. Though
as yet small in size—less than $2 trillion by end 2005 compared to
Japan’s $7 trillion and America’s $22 trillion—Asia’s bond markets could
gradually grow if the region’s huge savings shift to the region’s own
bond markets. Asia’s bond markets could then support ADB’s bond
flotation which in turn could sustain the ADB’s lending operations.

There’s enough reason to believe Asian development could be financed
by Asian savings. As well, Asian trade could be furthered by the creation
of a single Asian currency and the establishment of an Asian Monetary
Fund. i/'"?
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With firm backing from its strongest regiona\members, d despite
US and EU opposition, President Kuroda just might hav 'ﬁﬁ way and
see some positive movement in the @ But then a '\i’ he has a Iot
to explain as to how regional integratio Il redound\gthe im \x%

of the lives of millions of Chinése and Indian p&’é}ants WI\

bypassed by the much—hera{q_(?’gl,économlc g}b\i‘vth
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