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of Defence and Strategic Studies (IDSS), the International Centre for Political
Violence and Terrorism Research (ICPVTR), the Centre of Excellence for National
Security (CENS), the Centre for Non-Traditional Security (NTS) Studies, and the
Temasek Foundation Centre for Trade and Negotiations (TFCTN). The focus of
research is on issues relating to the security and stability of the Asia-Pacific region
and their implications for Singapore and other countries in the region. The School has
three professorships that bring distinguished scholars and practitioners to teach and do
research at the School. They are the S. Rajaratnam Professorship in Strategic Studies,
the Ngee Ann Kongsi Professorship in International Relations, and the NTUC
Professorship in International Economic Relations.
International Collaboration
Collaboration with other Professional Schools of international affairs to form a global
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ABSTRACT
The Asian financial crisis (AFC) of 1997–1998 had led to calls for the reform of the
IFA—policies and practices of institutions that promote global financial stability. The
V-shaped recovery from the crisis had, however, led to complacency and the
proposed reform measures were quickly forgotten. The on-going global economic
crisis (GEC) has once again ignited interest in IFA reforms. The G20 has also
replaced the G8 as the premier institution for international economic cooperation.
This is historic because, for the first time, systemically important developing
countries have a say in IFA reforms. This paper reviews (i) recent efforts to reform
the IFA and (ii) presents some thoughts on how Asia can strengthen its participation
in the G20 and have a greater impact on IFA reforms.
The paper makes the case for Asian countries (i) lobbying for the formalisation and
regularisation of ASEAN Chair’s and ASEAN Secretary-General’s participation in
the G20 Summits, (ii) holding policy dialogue meetings of an “expanded” ASEAN+3
(regular 13 members plus India, Australia and New Zealand) just prior to the G20
Summits for coordinating policies and developing common positions to support the
ASEAN representatives at the G20 Summits and (iii) supporting and joining the
informal Global Governance Group (3G) convened by Singapore under the auspices
of the United Nations (UN) to coordinate Asian perspectives with developing
countries in other regions of the world. Once the ASEAN+3 Macroeconomic
Research Office (AMRO) is established in Singapore (by May 2010), AMRO can
take over the task of convening the policy dialogue meetings of the “expanded”
ASEAN+3 to support participation of the ASEAN Chair and the ASEAN SecretaryGeneral in the G20 Summits.

**********************
Pradumna B. Rana is an international economist with expertise in the areas of
international macroeconomics, trade, and development issues focusing on Asia. He is
currently an Associate Professor at the S. Rajaratnam School of International Studies
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of the Nanyang Technological University (NTU). He was the Senior Director of the
Asian Development Bank’s (ADB’s) Office of Regional Economic Integration which
spearheaded the ADB’s support for Asian economic integration. Prior to that, he held
various senior positions at the ADB for many years. He has teaching and research
experience at the NTU, NUS, and the Tribhuvan University (Nepal). He obtained his
PhD from Vanderbilt University where he was a Fulbright Scholar and a Masters in
Economics from Michigan State University and Tribhuvan University where he was a
gold medalist. He has published widely in the areas of Asian economic development
and integration, financial crises, and economic policy reforms in transition economies.
These include 15 authored or edited books, over 25 chapters in books, and over 40
articles in international scholarly journals including Review of Economics and
Statistics, Journal of International Economics, Journal of Development Economics,
Journal of Asian Economics, World Development, Developing Economies, and
Singapore Economic Review. Recently, he co-authored a book on South Asia: Rising to
the Challenge of Globalization (World Scientific Publishers) and co-edited books on
Pan-Asian Integration: Linking East and South Asia (Palgrave Macmillan) and
National Strategies for Regional Integration: South and East Asian Case Studies
(Anthem Press, UK). Presently, he is co-authoring a book on Asia and the Global
Economic Crisis: Challenges in a Financially Integrated World (Palgrave Macmillan). !
!
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Reform of the International Financial Architecture (IFA): How can
Asia have a greater impact in the G20?
I. Introduction
The AFC of 1997–1998 had led to calls for the reform of the IFA—policies and
practices of institutions that promote global financial stability. The AFC was triggered
primarily by capital account factors associated with financial globalization—such as
large inflows of foreign private capital and their sudden reversals—as opposed to
current account problems.1 It was felt that the International Monetary Fund (IMF)
might not have adequate resources especially compared with the scale of cross-border
capital flows. It was also felt that several of the policy recommendations made by the
IMF in managing the Asian financial crisis were not appropriate. With the V-shaped
recovery from the AFC, complacency had set in and the reform measures were
quickly forgotten (see Kawai and Rana, 2009, for a review of these issues). This
partially set the stage for the present crisis. At the global level, several institutions
continued to recommend financial deregulation and capital account liberalisation even
though they were recognized as having contributed to the crisis (UN, 2009).
Moreover, many surplus countries started to individually accumulate international
reserves to “self-insure” themselves, and this led to the widening of global imbalances
that contributed to the present economic crisis.
The inadequacies of the responses of international financial institutions to the ongoing GEC and their failure to take effective actions to prevent it, has once again
ignited interest in the IFA reforms. It is argued that global finance is so interlinked
that the current IFA is outdated. The G20 process for finance ministers and central
bank governors, which was established in the aftermath of the AFC, has been
upgraded to the summit level or Leaders process to spearhead, among others, issues
related to the IFA reforms. So far, three G20 Summits have been held—in
Washington DC in November 2008, in London in April 2009, and in Pittsburgh in
September 2009. There are, however, concerns that faster-than-expected recovery
from the on-going crisis could lead to complacency on the reform of the IFA once
1

Kawai (2009) notes that there were at least nine capital account crises in the 1990s: Mexico (February
1995), Argentina (April 1995; March 2000-January 2003), Thailand (August 1997), Indonesia
(November 1997), Korea (December 1997), Russia (August 1998), Brazil (December 1998), Turkey
(December 1999-February 2002) and Uruguay (2002).
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again. If so, a big opportunity to reform the IFA will have been missed and, as before,
vulnerabilities of countries to future crises will remain.
The objectives of this paper are twofold, to: (i) outline the IFA reforms that had
been implemented during the post-AFC period, including those that are now being
implemented and considered under the auspices of the G20 and (ii) present several
thoughts on the G20 process and how Asia can further strengthen its participation at
this forum and be heard on issues related to global economic reforms.2
II. Post-Asian Financial Crisis Reforms of the IFA
Reform of the IFA in the aftermath of the AFC was spearheaded by the G8, while
those in the aftermath of the GEC have been spearheaded by the G20. Various
organisations such as the IMF, World Bank and the Bank for International Settlement
(BIS) have also played key supportive roles. These efforts are focused in the three
areas of crisis prevention, crisis management/resolution, and IMF governance
reforms.

1. Crisis Prevention
Standards and codes: Standards and codes refer to provisions relating to the
institutional environment or “rules of the game” within which economic and financial
policies are devised and implemented. The development, dissemination and adoption
by countries of international standards are expected to assist countries in
strengthening their economic institutions, inform market participants to allow for
more effective market discipline and avoid herding behaviour, and provide inputs for
IMF surveillance and World Bank country assistance strategies.
The IMF, World Bank, OECD, IOSCO and BIS have established international
standards in 12 areas, which are broadly categorised into three groups: (i) policy
transparency, (ii) financial sector regulation and supervision and (iii) market integrity.
Standards in policy transparency include data transparency, fiscal transparency, and
monetary and financial policy transparency. Standards on financial sector regulation
2

The three steps recommended for Asia (in Section III) will also be applicable for other regional
groupings in Asia and Africa which participate in the G20 Summit.
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and supervision cover five areas: banking supervision, securities, insurance, payments
systems, and anti-money laundering and combating the financing of terrorism.
Standards of market integrity include corporate governance, accounting, auditing, and
insolvency and creditor rights. A number of these standards is now being revised
because they have turned out to be “pro-cyclical”. For example, several provisions in
the Basel II framework encouraged banks to decrease the amount of capital they held
during business cycle expansions and increase them during contraction.
Data dissemination: Data-dissemination standards help to enhance the availability of
timely and comprehensive statistics and transparency, which in turn contributes to
designing sound macroeconomic policies and taking sound policy actions. The IMF
has taken a number of steps to enhance information transparency and openness,
including the establishment and strengthening of data-dissemination standards to help
countries prevent future crises and diminish the effect of unavoidable ones.
The standards for data dissemination consist of two tiers. The first tier, called
the Special Data Dissemination Standard (SDDS), was established in 1996 to guide
countries that have, or might seek, access to international capital markets. The second
tier, the General Data Dissemination System (GDDS), was established in 1997 to help
countries provide more reliable data. The GDDS is focused on improving statistical
systems, while the SDDS focuses on commitments to data- dissemination standards in
countries that already meet high data-quality standards. Both are voluntary. Countries
must also agree to post information about their data-dissemination practices on the
IMF’s external website on Dissemination Standards Bulletin Board (DSBB), and
establish an Internet site containing the actual data, called a National Summary Data
Page (NSDP), to which the DSBB is linked.
Financial system soundness and surveillance: It is also realised that problems in the
financial system can reduce the effectiveness of monetary policy, create large fiscal
costs related to bailing out troubled financial institutions, trigger capital flight and
deepen economic recessions. Financial weaknesses in one country can also trigger
contagion effects on others. A sound financial system is thus essential for supporting
economic growth. It includes banks, securities exchanges, pension funds, insurers, the
central bank and national regulators.

3
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The IMF has sought to strengthen its surveillance. Surveillance refers to the
process of regular dialogue and policy advice provided to member countries. It covers
macroeconomic and financial developments and policies. Under the new Mid-term
Strategy endorsed in September 2005, the IMF conducts multilateral consultations on
common economic and financial issues with the first focusing on global payments
imbalances. The first such surveillance involving several systemically important
members—the United States, China, the Euro areas, Japan and Saudi Arabia—had not
been very effective as the global imbalance problem was serious in the pre-GEC
period and contributed to the GEC.
IMF surveillance is also fine-tuned to focus more systematically on regional
developments, including through increased dialogue with regional institutions and
think tanks. It also starts to publish regional outlook reports for the major regions of
the world. IMF-supported programmes now include measures to strengthen financial
systems, including financial assistance and assisting member countries in identifying
and diagnosing financial system problems, designing strategies for systemic reforms
and bank restructuring, and ensuring that these strategies are consistent with
appropriate macroeconomic and structural policies.
A joint IMF-World Bank initiative, called the Financial Sector Assessment
Programme (FSAP), was launched in 1999. It provides member countries with a
comprehensive evaluation of their financial systems, with a view to alerting national
authorities on vulnerabilities in their financial sectors and assisting them in designing
measures to reduce weaknesses. The FSAP also determines the development needs of
the financial sector. Sectoral developments, risks and vulnerabilities are analysed
using a range of financial soundness indicators and macro-financial stress tests. Other
areas of financial stability are also analysed, including systemic liquidity
arrangements, institutional framework for crisis management and loan recovery,
transparency, accountability and governance. The IMF had reportedly requested the
United States to undergo an FSAP prior to the outbreak of the subprime mortgage, but
it was only at the end of 2007 that the United States agreed.
After the outbreak of the GEC, the Financial Stability Forum (FSF) has been
upgraded to the Financial Stability Board (FSB) with a bigger mandate and a larger
membership (all G20 countries have now been included and the total membership is
25).

4
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Capital account deregulation: Financial crisis in emerging market economies have
demonstrated that abrupt or improperly sequenced liberalisation of capital account
can generate vulnerabilities and a crisis. A sudden surge in capital inflows and a
sudden stop or reversal of capital flows can occur precipitating a crisis. This is an
important lesson learnt from the AFC. The most important is the establishment of
core institutional infrastructure—well-defined property and creditor rights, credible
accounting standards, benchmark corporate governance, clear minority rights,
stringent prudential and regulatory regimes. However, the IMF continues to promote
“financial, including capital market liberalization, although Articles of Agreement
clearly allow governments to use capital controls” (UN, 2009). The need for a
sequenced deregulation of the capital account is an important lesson learnt from the
GEC. Recently, Brazil introduced a two per cent tax on foreign purchases of equity
and debt. Other countries are also considering similar measures. There are now
tentative signs that the IMF is supportive of temporary controls on capital flows.
Framework for strong, sustainable and balanced growth: At the Pittsburgh G20
Summit, the Leaders agreed to initiate a peer review process or “a cooperative process
of mutual assessment of policy frameworks and the implications of those frameworks
for the pattern and sustainability of global growth” to try to prevent a financial crisis.
The Leaders went on to add that “G20 members will set out medium-term policy
frameworks and will work together to assess the collective implications of national
policy frameworks for the level and pattern of global growth and identify potential
risks to financial stability”. The IMF is to help “with its analysis of how respective
national and regional policy frameworks fit together”. The World Bank is to advise on
progress in promoting development and poverty reduction. The FSB is to monitor
progress in implementing regulatory and supervisory reforms and, together with the
IMF, is to undertake “macro-prudential” monitoring to provide early warnings of
systemic risks.
Strengthening international regulatory systems: On strengthening the financial
regulatory system, there appears to have been a broad agreement on the need for
tightening regulations, both at the national and international level. However, partly
reflecting the complexity of the issues, views differ on how best to regulate them and
the degree of regulation. The 20 Leaders have pledged to develop internationally
5
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agreed rules to improve the quantity and quality of bank capital by end-2010 and
implement them by 2012. All standardised over-the-counter (OTC) derivatives
contracts are to be traded on electronic trading platforms, where appropriate, and
cleared through central clearinghouses by the end of 2012. They also endorsed
guidelines for bankers’ pay but mentioned that the FSB is to propose additional
measures by March 2010. International accounting bodies are to develop a single set
of new global accounting standards by June 2011.
2. Crisis Management
New financing instruments and credit lines: In order to play its role in safeguarding
the international financial stability, in the immediate aftermath of the AFC, in
November 1998 the IMF established a New Arrangements to Borrow (NAB), thereby
doubling its resources. Further increases were made in response to the GFC.
The second G20 Summit in London in April 2009 had pledged to provide more
resources ($1.1 trillion) to the IMF and other multilateral institutions. In Pittsburgh,
the G20 Leaders announced that they had delivered on this promise. The G20 has
committed over $500 billion to a renewed and expanded NAB and the IMF has made
a new SDR allocation of $283 billion. However, the latter was allocated among the
IMF’s members in line with existing patterns of quotas, which means that the G8
members, which do not need liquidity support from the IMF, received a large chunk
of it (45 per cent).
The Contingent Credit Line (CCL) was introduced in 1999 as part of the IMF’s
efforts to strengthen member countries’ defences against the financial crisis. The CCL
is intended to be a precautionary line of defence to help protect countries pursuing
strong policies in the event of a liquidity need arising from the spread of financial
crises. For various reasons, however, the facility was never used and, in November
2003, the CCL was allowed to expire.
In 2008, the IMF reintroduced a CCL: a new Short-term Liquidity Facility
(SLF) to offer quick, large-scale financing without specific conditionality. But even
the SLF proved inadequate. In March 2009, it was replaced by a Flexible Credit Line
(FCL) which assures pre-qualified countries with large amounts of resources without
ex-post conditions to manage financial contagion. The FCL also allows a longer

6
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repayment period of 3! to five years. Three countries—Colombia, Mexico and
Poland—have been provided credits totalling $78 billion under this facility.
IMF conditionality: At the time of the AFC, the IMF came in for harsh criticism for
prescribing too many structural reforms. For example, the Indonesian programme had
over 100 conditions including the dismantling of the clove monopoly. Over time, the
IMF has streamlined its programmes to limit structural conditionality to a core set of
essential features that are macro-relevant and in the IMF’s core area of responsibility,3
with a broader approach requiring justification based upon the specific country’s
situation. More recent IMF-supported programmes appear to have been tailored to the
individual country’s circumstances. To some extent, the IMF now seems ready to
move away from its “one-size-fits-all” approach to stabilisation. Recent programmes
for Iceland, Costa Rica, Hungary, Guatemala, Serbia and Latvia allow for fiscal
stimulus and deficits, and exchange rate stabilization. But how widely this flexibility
will be used remains to be seen.
Private sector involvement: In the post-AFC period, the international community
started to explore possible mechanisms for official standstill provisions or private
sector involvement (PSI). It focused on the debt restructuring of international
sovereign bonds with the recognition that, at the time of a liquidity crisis, holders of
sovereign bonds, along with other creditors, would need to contribute to the resolution
of such crises. Two methods were recommended: a contractual approach and a
statutory approach. A contractual approach considers collective action clauses
(CACs) in sovereign bond contracts as a device for orderly resolution of crises; their
explicit inclusion in bond documentation would provide a degree of predictability to
the restructuring process. A statutory approach, such as the Sovereign Debt
Restructuring Mechanism (SDRM), attempts to create the legal basis—through a
universal treaty rather than through a set of national laws in a limited number of
jurisdictions—for establishing adequate incentives for debtors and creditors to agree
upon a prompt, orderly and predictable restructuring of unsustainable debt. The CACs
approach was adopted while a more comprehensive statutory approach was put on
3

The IMF’s core areas of responsibility include: macroeconomic stabilization; monetary, fiscal and
exchange rate policy, including the underlying institutional arrangements and closely related
structural measures; and financial sector issues including the functioning of both domestic and
international financial markets.
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hold. However, the lack of sovereign debt restructuring mechanism—a de facto
international bankruptcy procedure—continues to make crisis resolution difficult
(more recently, in Iceland and Baltic states).
3. Reform of the IMF Governance
Governance reforms at the IMF: These reforms refer to quotas and voting rights,
executive board representation and the management of the IMF. The IMF quotas and
voting rights must be substantially realigned to recognise better economic and
financial weight of emerging markets including those in Asia. Presently, the industrial
countries as a group hold about 60 per cent of the quotas and voting rights, with the
emerging markets holding 20 per cent and the rest of the developing countries holding
the remaining 20 per cent. These ratios have not changed significantly over time and
do not reflect the growing size of emerging markets in the global economy. Since 85
per cent of the votes are required for decision-making, the United States, which holds
17 per cent of the quota, is the only country that has a veto power at the IMF.
At the 2006 annual meeting of the IMF and the World Bank held in Singapore,
a decision was taken to increase the quotas of China, Mexico, Korea and Turkey by
small amounts. In April 2008, an agreement was reached to increase quotas of a larger
number of countries (54) by also a small amount. But this agreement has yet to be
implemented. Quota reform is a highly charged issue as it means a loss of power for
countries that have a large voice at the IMF. At the Pittsburgh Summit, the Leaders
pledged to transfer at least five per cent of the quota to emerging markets by January
2011.
Occupying eight of the 24 chairs and represented in another constituency at
the IMF Board, there is a feeling that European countries are over-represented at the
IMF. With the establishment of a monetary union, Europe should occupy fewer seats.
Aside from the broad statements made, little concrete action has been taken so far.
Finally, as Mahbubani (2008) has pointed out, the rule that the head of the
IMF should be a Western European automatically disqualifies 88 per cent of the
world’s population from leadership of this global economic institution. As he and
many others have argued, the choice of the IMF head should be based on merit and
qualifications and not on nationality. This issue has also not been addressed as yet.

8
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The slow progress in reforming the IMF continues to be a problem. This was
the case in the aftermath of the AFC when many felt that the IMF had lost legitimacy
in its operations and was sidelined. Its lending operation had declined significantly
and it was also suffering from a precarious financial situation. The IMF credit
outstanding, which had peaked at almost $100 billion at the end of 2005, had declined
to about $10 billion by the end of September 2008. The IMF’s income, which is
related to its lending operations, had dwindled and staff retrenchments had begun. In
the aftermath of the GEC, questions related to legitimacy and effectiveness continue
to be raised as little progress has been made in reforming its governance.
III. The G20 and Asia
As outlined above, while some progress has been made in the areas of crisis
prevention and crisis management, progress in reforming the IMF governance has
been limited. Can the faster-than-expected recovery from the GEC that we are now
witnessing all over the world, once again lead to complacency and postponement of
reforms? Probably not this time around. This is because the present round of reforms
is being overseen by the G20 in which systemically important developing countries,
who are stakeholders, have a voice. In contrast, earlier efforts were under the auspices
of the G8 where only the industrial countries were included.
Although it is still too early to judge, there are two ways of looking at the
achievements of the G20 Summits so far. A clear winner has been the IMF. As
mentioned above, in the immediate pre-crisis period the IMF was perceived by many
as an institution that had lost legitimacy and was heading towards irrelevance mainly
due to its mismanagement of the AFC. The on-going GEC has elevated the IMF to an
innovative crisis-responder. The IMF’s lending volume, which had dwindled to $10
billion in 2007, has increased to $160 billion (the peak was $150 in 2005). The recent
request by the European Union to the IMF to take part in the rescue of Greece has
also enhanced the clout of the IMF. The IMF’s lending capacity has been tripled to
$750 billion by the G20. The G20 has also given the IMF, together with the FBS, an
important role in its newly established “peer review process”.
To its credit, the IMF under Dominique Strauss-Kahn who took over in late 2007
has also re-invented itself to a large extent by streamlining conditionality and by
introducing new credit lines. This turnaround of the IMF is to be applauded.
9
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Nevertheless, the institution continues to lack legitimacy and trust of many members
and continues to be viewed as an agent of western countries. When Korea faced
financing difficulties in 2009, it went to the Federal Reserve rather than the IMF. One
Korean finance official was reported to have said, “South Koreans tremble and
financial markets turn sensitive whenever they hear the word ‘IMF’.” Furthermore, as
Subramanian (2009) warned, “The IMF remains more lenient to Europeans than
others and risks being labelled a ‘Euro-Atlantic Monetary Fund’.” Several Eastern
European countries, including Hungary, Romania and Ukraine have large IMF
programmes. The lack of legitimacy stems from the limited progress made in
reforming its governance as Western countries are reluctant to give up their political
clout at the IMF. Eventually, the G20 must put its money where its mouth is and place
reform of the IMF governance on the top of its agenda, otherwise all its other
achievements will lack effectiveness. If so, as noted by the Stiglitz Commission (UN,
2009), the future global architecture could comprise a network of regional monetary
funds (such as the Asian monetary and the African monetary funds) working in
coordination with a trim IMF.
A broader view is that the developing world has also come out as a winner. At the
Pittsburgh Summit, the Leaders designated the G20 as the “premier forum” for
international economic cooperation replacing the G8, which is to focus more on
security and foreign policies issues. At that Summit, President Obama also announced
that the G20 would replace G8. As compared to the Western-dominated G8, the G20
brings the main industrialised countries together with systemically important
developing countries such as China, India and Brazil. This decision is historic because
it recognises the growing economic weight of developing countries in the world
economy and represents the passing of the baton to them. Notably, in his State of the
Union address in January this year, unlike in the past, President Obama did not
mention the G8.
Another reason why the Pittsburgh Summit is historic is that it introduced a “peer
review” system of each member’s macroeconomic and financial policies.4 This is
because in a globalised world, policies spill over national boundaries. The IMF is to
help G20 assess collective implications and potential risks of the sum of their
4

This “peer review” process is historic because aside from the Trade Policy Review Body of the WTO
where peer review of trade policies is conducted, there is no institution where representatives of both
the industrial and the developing world sit across or around the table to conduct a peer review of
macroeconomic or financial sector policies.
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disparate growth strategies. The World Bank is also to help in promoting development
and poverty reduction as part of the rebalancing of global growth. And the FBS and
IMF are to help jointly in “macro-prudential” monitoring to help prevent credit and
asset price cycles from becoming forces of destabilisation.
The G20 Summit should, however, be seen as a process and not an event. The
group is self-appointed and at this point it is difficult to see how it will evolve in the
future. The first Summit was held in November 2008 and so far only three Summits
have been held. Two more are slated for this year—Canada (June) and Korea
(November). One important issue facing the G20 is that of inclusiveness. The G20
represents 4.2 billion people of the world but not the other 2.6 billion people. How
can their views be incorporated and the legitimacy of the G20 enhanced? While
addressing this question, it must be borne in mind that there is a trade-off between
effectiveness and inclusiveness. The more inclusive the group, the less effective it can
be. Three possible approaches can be considered. The first is for the left-out countries
to form a coalition of the unrepresented, a group of their own. But even if the left-out
countries were successful in establishing such a coalition, it is not clear how the
coalition could obtain a seat at the G20 table unless their representative is invited to
the G20 as in the 3G proposal made by Singapore (discussed towards the end of the
paper). The second is inclusiveness through the involvement of the United Nations.
The Stiglitz Commission notes that decisions concerning necessary reforms to the
IFA must not be made by a self-selected group (such as the G7, G8 or the G20) but by
all countries of the world, working in concert. Better representation and democratic
legitimacy will not require the presence of all countries in all deliberations. Working
committees chosen by a democratic process can be limited to a size that ensures
effective decision-making (UN, 2009). This proposal certainly merits further
consideration but the view that the UN lacks competencies to engage on matters of
systemic reform has to be overcome. The third approach would be to continue the
present G20 practice of inviting representatives of various regional groupings. Under
the present G20 practice, various regional organisations, such as ASEAN, APEC, the
African Union Commission and the New Partnership for Africa’s Development, are
invited in the G20 Summits. Other representatives of regional groupings could also be
invited as appropriate.
A related issue is that of the G20 agenda. So far the focus has been on the
continuation of stimulus packages that has brought about faster-than-expected
11
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recovery globally, coordination of exit strategies and designing a new international
financial regulatory framework. Issues of trade and the IMF governance that are of
relevance to developing countries have figured less prominently in the G20
discussions. For example, the Leaders’ statement mentions, “We are determined to
seek an ambitious and balanced conclusion to the Doha Development Round in
2010”. But no concrete actions are mentioned on how this important objective is to be
achieved. Some have made the case for the G20 to address long-term issues such as
the reform of the UN and actions on climate change. Despite the above issues, it is
unlikely that the G20 will simply fade away any time in the future.
Now that they have been invited to participate in the discussions, the onus is on
developing countries to make sure that they are heard effectively at the G20. In
particular, how can Asia leverage its growing economic weight into more effective
participation in the G20? Asia is represented by six countries in the G20: Australia,
China, India, Indonesia, Korea and Japan. How can these countries further synergise
and leverage their individual country’s economic and political weight and come up
with Asian perspectives for a more effective participation in the G20?
First, realising the centrality of ASEAN in Asian regional architecture, Asian
countries should lobby to formalise the membership of the ASEAN representatives in
the G20. Under the present G20 practice of inviting representatives of regional
groupings, the ASEAN Chair and the ASEAN Secretary-General had participated at
the London and the Pittsburgh Summits. Asian countries should lobby to formalise
and regularise the participation of the ASEAN Chair and the ASEAN SecretaryGeneral in future G20 Summits.5 In this context, the ASEAN Leaders’ Statement
from the Hanoi Summit of 9 April 2010 that “ASEAN strongly believes that it can
contribute to the deliberations of the G20 through the continued participation of the
ASEAN Chair and the ASEAN Secretary-General in the future G20 Summits”6 is a
step in the right direction.
Second, Asian countries should organise meetings of the “expanded” ASEAN+3
just prior to the G20 Summits to coordinate policies and develop common views and
opinions to support the participation of the ASEAN representatives in the G20. After
the AFC, a number of fora has been established in the region for policy coordination.
These include the Executives’ Meeting of East Asian and Pacific Central Bankers
5
6

As discussed later in the paper, the G3 also supports this idea.
ASEAN Leaders’ Statement on Sustained Recovery and Development, Hanoi, 9 April 2010.
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(EMEAP) and the ASEAN Surveillance Process, which brings together the 10
ASEAN finance ministers and their deputies. Although ASEAN plays the central role
in the region’s institutional architecture, it is the ASEAN+3 Economic Review and
Policy Dialogue (ERPD) which brings together the finance ministers and deputies of
13 countries (ASEAN plus China, Japan and Korea) that is much more
comprehensive and has strong technical support which is critically important. Under
the ASEAN+3 ERPD, Finance Ministers of the ASEAN+3 countries meet once a year
and their deputies twice a year for two days at a time to (i) assess global, regional, and
national conditions and risks, (ii) review financial sector (including bond market)
developments and vulnerabilities and (iii) discuss other topics of mutual interests.
These issues are then elevated to the Finance Ministers’ meeting. The ASEAN+3
ERPD has been strengthened significantly to support the Chiang Mai Initiative
Multilateralization (CMIM).7 Among others, it has established a system to monitor
financial sector vulnerability and an early warning system of banking and financial
crisis. In addition to the ASEAN+3 countries reflecting their growing economic
linkages with the region, India, Australia and New Zealand should also be invited to
participate in these regional meetings. The deliberations of the “expanded” ASEAN+3
prior to the G20 Summits will provide a robust agenda for the ASEAN representatives
to table at the Summit.8 The ASEAN representatives can contribute substantive ideas
to the global body and participate effectively in these meetings.9 Once the ASEAN+3
Macroeconomic Research Office (AMRO), an independent surveillance to support
CMIM is established in Singapore (by May 2010), the AMRO can convene the policy
dialogue meetings of the “expanded” ASEAN+3 (see Joint Statement of the 14th
ASEAN Finance Ministers’ Meeting of 8 April 2010 available in aseansecretariat.org
for the decision to establish the AMRO).
Third, Asian countries should coordinate their views and positions with those of
developing countries in other regions of the world by supporting and being members
of the informal 3G. This group presently comprises about two dozen small and
medium states (of which four are from Asia (Brunei, Malaysia, Philippines and
7

CMIM refers to $120 billion multilateral currency swap scheme or crisis fund launched by the
ASEAN+3 in March 2010.
8
Both the ASEAN Chair and the ASEAN Secretary-General participate in the ASEAN+3 ERPD.
9
The East Asia Summit (EAS) group comprises the 16 countries under discussion, but it has so far
focused on cultural and social issues and does not yet engage in economic policy coordination. The
first informal East Asia Summit Finance Ministers’ meeting was held in Taskent, Uzbekistan in May
2010.
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Singapore), which have come together to develop a constructive dialogue on
coordination and cooperation between G20 and non-G20 members. The 3G has been
convened by Singapore under the auspices of the UN since July 2009. The 3G has put
forward a few ideas (Menon, 2010). First, the G20 should undertake consultations as
widely as possible with non-G20 members before the G20 Summits. Second, the UN
Secretary-General should be an active participant in all aspects of the G20 process.
Third, the G20 process should take on a “variable geometry” configuration to allow
non-G20 states to participate in Ministerial and other gatherings and other working
groups involving senior officials/experts on specialised issues. Fourth, the G20 should
continue the practice of inviting established regional groupings to the Summits. In
fact, the presence of regional groupings at the G20 meetings should be formalised.
These ideas have been incorporated in a 3G paper entitled “Strengthening the
Framework for G20 Engagement with Non-members” and circulated as a UN
document.
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