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Abdract: This paper refers to organisms and internationd financid relationships, and dedls
with some recent contribution to the economic literature concerned to the financid crises. It
identifies, in the conventiona proposds of reordering the internationd financia architecture,
the search for the same principles based on sdf-regulation, in contrast with the proposads that
are based on the recognition of the intrindc indability of the deruled economy. As a
concluson, the text points out some new vectors of a “new internationad financid
architecture’, not before detaching the main condraints imposed by a redity marked by the
supremacy of the liberalized and de-regulated finances.
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Resumen: El texto se refiere a los organismos y las relaciones financieras internaciondes, 'y
trata de agunas de las recientes contribuciones de la literatura econdbmica sobre las cridgs
financieras. Identifica, en las propuestas de reforma de la arquitectura financiera internaciond
adoptadas d pensamiento convenciond, la bisqueda de los mismos principios basados en la
autorregulacion, en contraste con las propuestas que son basadas en e reconocimiento de la
inestabilidad intrinseca de la economia desregrada. A modo de concluson, € texto gpunta
adgunos vectores que la inditucion de una ‘nueva arquitectura financiera internaciona’ podria
sogtener, no Sin antes destacar la presencia de agunos condrefiimientos impuestos por una

redidad marcada por la supremacia de las finanzas liberdizadas y desreguladas.
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|. Introduction

The new internationd financia dynamics that has been settled after the rupture of the Bretton
Woods monetary-financid peattern is marked by the strengthening of the speculative processes
and by the increese of the financid indability through the largest voldility of the assas
price. Thus a the time it increases the fragility of the financid inditutions, the risks of
rupture of the sysem are despened. These risks are mainly relaed to the difficulties of an
effective control of the ingditutions and on the operations that characterize the “globd
finances’.

With the deregulation and the liberdization of the reception and gpplication rates, in an
amosphere of worsening the competition among the inditutions, these last ones look
preferentidly for the financid operations growth. Since the inditutions have concentrated
their operations on deeds, an occasona widespread price decrease brings into question the
gysdem’'s solvability. The deeds market behavior is dso responshble for the *convergence
rsk” grengthening, in so far as the increasing resources concentration in collective funds and
the informationd sysem development tend to reduce the diversty of expectations, making
“lowers’ and “highers’ closer. Beddes, as fa as the assets denominated in  different
currencies depend not only on the interest rate but also on the behavior of the exchange rate,
the free mobility of capitas tends to favor the convergence of the firs ones, so that the
differentid of intereds among the countries means risk-exchange. “Whenever the
expectations are shared’, reminds Guttmann (1996), “the speculators’ concerted action may
eadly surpass the central banks capacity to defend their currencies under attack, resulting in
dramatic changes in the sege governments economic policies. The currency’s private good
aspect is srongly expressed in this dtuation [...], as far as the banks and companies negotiate
the currencies as goods and, in this process, they make short-run bets on the performance and
policies of the Nationd Staes” Beddes as far as the new financid indruments favor
operations with different quality assets denominated in different currencies, a lower costs and
individua risks, the speculation with exchange can be enlarged, bresking out speculdive
attacks that making the financid crises become exchange crises.

Concerning to that, Aglietta (1995b:139) sharply dates that the “very accentuated voldility
turns imperfect the capitd mobility, since it is converted, by the assets owners, in variable
risk prizes dong the time. Besdes, it means thet the expectations are precarioudy maintained,
what conditutes the bass of the endemic ingtability and of the sudden speculative attacks.”
Davidson (1996) dso argues that, in the context of the “globd” finances, “not only the



Speculdive activities may be strong ingability makers of future prices, but dso the volatility
of the spot future prices can bring expensve consequences to the aggregated red income.”

Thus, the predominance of the de-regulated finances — whether manifested by high interest
rates, or by unexpected exchange rates or volatile market conditions - places the system under
a recurrent tendons dtuation. In the absence of control mechanisms, except the “market
mechanisms’, some systemic crises can take place. Such crises, we know, are characteristics
of the financid dynamics and are a permanent threat to the economy’s growth and to the
dability of the sysem as a whole so much the bigger the governments difficulties in
effectivdly combat them. So, the “globd finances’ picture, that takes place after Bretton
Woods, between 1975 and 1997, reveds that, for a group of 53 countries, there is nothing less
than 158 exchange crises and 54 bank crises registered. The number of exchange crises in
“emergent markets’ is twice larger than the indudtridized economies, and the bank crises are
more frequent than the exchange ones, including high financid restructuring costs (30% of
GDP) and high product loss (40% of GDP) in the most serious episodes and, on average,
4.25% of the production, what represents ill larger costs in “emergent markets” (IMF,
1998a)

After Bretton Woods, successve exchange crises take place, beginning with the escape of
capitas of the periphera countries, in the end of the 1970s and beginning of 1980s. The
second haf of 1980s and, especialy, the 1990s, are characterized by a sequence of critical
episodes, among which is the Stock Exchange crash, in 1987; the Red Edtate Markets crash,
in 1989; the collapse of the Tokyo Stock Exchange, in 1990; the turbulence n the European
Monetary System, in 1992-1993, culminating with the &bandonment of the exchange
mechanism by Itdy and England; the crigs in the American market of bonus, in 1994; the
Mexican exchange crigs, in 1994-1995; the ingability of the New York Stock Exchange, in
1996; the free decrease of currencies and Asan Stock Markets, in 1997; the collapse of the
Russan economy, in 1998; the crids of the LTCM (Long-Term Cgpitd Management)
gpeculative fund; and the Latin-American countries crises, between 1997 and 1999, including
the speculative attack againg the Brazilian currency.

This successon of financid crises, an obvious eruption of the sysem’ tensons makes
explicit the exacerbation of the tendency of intrindc ingability of the de-ruled economy and
reveds the drengthening of the difficulties in sugtaning an exchange rate in face of
oeculative movements that result from changes in the international financid dynamics in
direction to the supremacy of the liberdized and de-regulated finances. Then, another

succession takes place: the reordering of the international monetary and financid system.



II. In search of the Same Principles

In so far as the international economy has been subject to successve financid crises after
Bretton Woods, reveding deep changes in its nature, the conventiona literature cregtes three
generations of models to explain the speculdtive attacks, as suggests Krugman (1998c). In the
first, consdered “classc’, there would be some unsteadiness between the monetary expansion
and the exchange savings that support the country’s anchor, usualy due to public deficits. The
rationa anticipation of the fixed exchange bresk, by the agents, would provoke the capitd
excgpe and the speculative attack, leading, unavoidably, to the anchor’'s rupture. In those
terms, associating the speculative attacks to the reverson of the agents expectations
concerned to the monetary authority cgpacity in sudaning its commitment with some
exchange parity by the unredricted savings sde, that interpretation - looking for explaning
the peripheral countries exchange crises, between the end of 1970s and beginning of 1980s -
asts that the fiscal unbaances are the reason that would move the agents to anticipate future
monetary expansions, provoking a capitd escape until the monetary authority decides for the
exchange anchor's rupture, depreciating the loca currency due to the incagpacity of sustaining
the parity. It is very usud for the fird generation's explaining petterns to propose the fisca
discipline as an economic policy to guarantee the equilibrium of the baance of payments,
through which the fundamentas would be maintained in balance.

To interpret the criss of the European Monetary System (1992-1993), a second generation of
models shows the exigence of a growing cogt of the anchor's maintenance - in tems of
unemployment or other factor - what would favor the speculative attack, once that cost would
create some pre-digpostion of the monetary authority in rupturing the exchange anchor. It
happens because the process of formation of the agents expectations would be informed not
only by the operations with the exchange vaues practiced by the monetary authority, but aso
by the interest rate used to reach the exchange gods and to regulate the savings leved. As any
increase in the interest rate, to sugstain the exchange god, results in a recessve cost on the
employment leved, then the agents would consder not only the fiscd hills in ther
expectations, but aso the employment compromisng degree to sudain the exchange parity.
So, according to their perception, regarding the dispostion of the monetary authority of
ugdaning the paity, the agents should anticipate future depreciaion, looking for to

denominate their assets in exchange vaue. Thus, the occurrence of exchange crisis would not



be necessxrily related to sgnificant fiscd unbadances. The atacks againg the pound and the
lirg, in the beginning of the decade of 1990, happened in a world of larger mobility of capitds
and demondrated that the crisis does not affects only the peripherd economies characterized
by fiscd and monetary “negligence” So, the interpretation of the crigs, that is common to dl
the models of second generation, explores the dilemmas of economic policies to mantan a
high interes rate to sugtain the exchange commitment versus to rgect the recessve cost
resulted from the first option, reducing the interest rate and abandoning the parity.

When the crigs reaches Ada, from 1997 @, the previous modeds are no longer able to explain
it, face to the favorable economic and financia conditions of the Asan economies relatively
baanced monetary and fiscd policies, non-exisence of expressve fiscd deficits high leves
of growth and employment; and inflation under rdaive control. Reaching an Ada with
baanced fundamentas, the criss no longer fits in the explanation of the previous modds. So,
for the third generation of modes, the speculative atacks result from an excess of loca
agents externd indebtedness. In the absence of an appropriate financid supervison and in the
presence of some fath on implicit insurance, offered by the government in face of financid
crises  gtuations, the exchange anchor would make the super indebtedness attractive. Thus,
the morad hazard associated to the agents faith that there would be the sustenance of ther
opening pogtions by the governments, the contagious effect and the financid systems
fragility are incorporated to the explanation of the speculative attacks in the Asan economies,
and it is dso recognized that the exchange criss results from the capitds markets criss. It
doesn't mean, however, that the conventiond perspective admits to be the financia ingtability
inherent to the way of operation of the de-ruled economy.

For the International Monetary Fund (IMF, 1999a), the changes in the financia crises nature
reved an dement that digtinguishes the recent crises from the last ones, that is, there is larger
posshility of contagion between the disturbances sources and the internaiona economy.
According to the typology suggested by the Fund, some “economicd or financid crigs’ may
brake out as “exchange crises’; “bank crises’; “systemic financid crises’; or as “exterrd
indebtedness crises” The exchange crises would result from speculative atacks againgt the
externa currency’s vdue, forcing the monetary authorities ether to practice the currency
depreciation or to defend its parity, what requires to face the dilemma stock sde versus
interest rate increase.” The second kind of crises, “bank crises’, would be broken out due to
bankruptcies that should induce the banks to suspend ther ligbilities convertibility. These
crises should aso take place due to the assistance afforded by the monetary authorities to the
system, through the injection of resources in large scade. The third kind of crises, “systemic



financid crises’, would result from the bank ones, due to the incapacity of the financid
sydem to accomplish sdisfactorily, the resources mediation, affecting serioudy the
productive activities. Findly, the fourth kind of cridgs, “externa indebtedness crises’, would
be typicd of a dtuation of incgpacity of any country to honor its externd commitments, and
would be directly rdaed to its inditutions and fundamentas fralties, resulting in larger
ruptures risk so much the more accentuated the unbalances and the frailties are and lesser the
“credibility” of the adjusment policiesis.

It can be noticed, therefore, that according to the Fund, the crises have common origins, as far
as they are explaned by the “unsustainable economica unbdances’ and by the “non
dignment in the assats prices or of the exchange rates’, in context of distortions of the
financid sysem and dructurd inflexibility. In these circumdtances, the Fund consders the
crises a consequence of financid and economica disturbances when the economies suffer a
high degree of vulnerability. For these reasons, the 1992-1993 European Monetary System
crigs would be an exchange criss, while the 1997 Adan criss and the 1994-1995 Mexican
crigs would be the combination of exchange and bank criss. The exchange criss of the
Nordic countries, in the beginning of the 1990°'s, would contain dements of bank criss. The
episodes in Turkey and in Venezuda would be typicaly bank crises and the Chilean and
Argentinean debt crises, in the beginning of 1980's, would be preceded of bank problems. In
few words, the crises typology used by the Fund reeffirms that the crises result from
unbaances in the fundamentds and from inditutiond fragility, what would reved that the
affected economy doesn't practice a market-friendly economic policy and is not able to
transmit trangparency and trust to the market.

Reaulting from tha financid crises view, the propostions of preventing crises policies,
divulged by the Fund, emphasize the necessity of finding monetary and fiscd gods cgpable to
baance the public and externd hills and the reevant assats prices, besides the strengthening
of the inditutions and rules capable to generate a “robust financid sysem.” Alike, it is
proposed an agenda of dructurd and politicd reforms of Sabilization, for the peripherd
economies, basicdly centered: 1) in the need of reviewing the supervison practices of the
locd financid systems and the practices of the information and datals supplying from private
inditutions; 2) in the degpening of the internd and externd financid liberdization, as wdl as
of the commecd opening, and 3) in the ddfinition of the fralties in the fundamentals,
through the fiscd and externd bills control and the monetary-exchange <tability (IMF,
1998a; 1998h).



Thus, besides the recurrent recommendations of macroeconomic adjusment policies and of
ingitutiond reforms in the “emergent” countries, the Fund (IMF, 1999c) proposes the
development and the diffuson of “good practice codes’ and the improvement of the “specid
data dissemination standard” - indituted in 1996 to make public the economicd and financid
data of the member countries. As fa as the “drengthening of the internationd financid
sysem’s architecture must guarantee that the potentia benefits resulted from the globdization
affect the member countries’, the Fund defends the transparency and the “commitment with
the accountability”, especidly regarding to the information about internationd reserves and
foreign debt of the economies. Consequently, the Fund has been ingsting on the adoption of
international  patterns, ether in the areas under its direct responghility — such as the
disssmination of data, trangparency of the monetary, fiscd and financid policies - or in the
area of bank supervison — paticularly in association with Bank for Internationa Settlements
(BIS). For the Fund, the transparency of the economic data and of the countries
macroeconomic  policies result in  trustworthy information regarding the intern  economic
Stuation of the economies, so that the private agents decisions can be better andyzed.

The Fund dso simulates the dissemination of the “internationd principles of good behavior”,
intending to edtablish solid financid systems, what demands the Strengthening of the financid
sysems and of the market supervison practices. Therein, together with the World Bank, the
Bade Committee on bank supervison and the supervison organs members of severd
countries have been encouraging, since 1998, the review of the practices adopted by the
nationa authorities respongble for the supervison and regulation, as wel as the review of the
basc principles of bank regulation by the Bade Committee. The “Forum for Financid
Sability” and the “Committee on Reaionships of the Financid Ared’ ae newly created
organs addressed to the multilateral cooperation strengthening.

The Fund pleads a larger involvement of the private sector in the prevention and resolution of
the crises. The private sector is consdered as of fundamenta importance to guarantee a better
ordered adjustment process, to limit the mord hazard, to srengthen the market discipline and
to assg the emergent markets debtors to protect themsaves againg volatility and contagion.
In fact, the Fund suggests the implantation of contingent lines of private credit, a time
extenson of the inter-bank credit lines, through the introduction of cdl options in the
contracts, the emisson of dructured notes, and officia guarantees, besdes the negotiated
prorogation of the foreign debt.

The recognition of the need of preventing financid crises encouraged the Fund to approve,
from 1999 on, new “Contingent Credit Lines’ for the countries with heathy macroeconomic



Stuation but subjects to future problems of baance of payments resulting from the contagion
effect. The concesson of those credits depends on the implantation of policies considered
conggent by the “developing” countries, annually evauated by their economic behavior and
by their performance according to the internationd patterns. To have access to these credits,
the country must develop “condructive reaionships’ with the private creditors, must be
ready to reduce its externd vulnerability and must present an economic and financid program
according to the Fund's orientations.

The Fund suggests larger caution in the liberdization order of the capitd account, recognizing
the vadidity of temporary controls on the entrances cepitds, in the meantime the
macroeconomic adjusment and or the drengthening of the inditutiond amosphere are not
attained, because it believes that these controls tend to improve the entrances profile “the
controls on the influxes can be judified in prudentid bases, in the gStuations in which the
indtitutional domestic economic and regulatory atmosphere is fragile, and as a way of deding
with the externd pressures of the markets” Since the Fund believes that the fixed rates
regime simulates the externd indebtedness and underestimates the exchange risk - while the
regime of flotation rates doesnt avoid, by itsef, the excessve assumption of risks - the
ingtitution suggests the adoption of “ gppropriate exchange regimes.”

The World Bank (World Bank, 1999) dso gives its opinion about ways to prevent crises,
recognizing that the voldility of the exchange and financid markets, in the end of 1990s, was
directly linked to two moddities of flows of capitds the foreign inversons of portfolio and
the shot-term bank loans. It aso recognizes that the reverson of the flows, associated ether to
Speculative attacks or to contagion effect, should have perverse effects on “robust financia
sysems” The World Bank suggests a st of financid reforms that, in its point of view, would
guarantee to the “developing” countries, the stability maintenance and the absorption of the
benefits of the integration in the internationd markets of capitds. In that sense it
recommends a improvement on the regulation of the domedtic financid systems; the adoption
of an appropriate sequence in the liberdization of the capital account - whose objective is to
increase gradudly the tolerance of the naiond financid sysems to the externd rupture -
emphaszing the need of deveopment of the dock markets transparency, accurate
informetion, legd codes about the shareholders rights and disclosure rules, as far as it
believes that the developed markets attract foreign investors and contribute to the stability of
the flows of capitas.

For the World Bank it is important that the countries stimulate the attraction of the long term
extend investments, by the settlement of a “hedthy economic amosphere’, what requests



not only investment in “human capitd”, but dso the decrease or even the dimination of the
digortions in the domestic markets, a commercid liberdization and a cregtion of a dable
investors  regime of rights and obligations (privatization, commitment with the rules of the
World Trade Organization, etc.). Besdes, the World Bank defends a larger internationd and
regiona cooperation in the implementation of macroeconomic policies (monetary, fiscd and
exchange) and in the area of bank regulation, which should motivate the conditution of
regiond nets of prevention and resolution of crises in face of the potentid contagion ingde
the regions.

It desarves remak the fact that, in face of the critics on its rules inflexibility and
intrandgence, but Hill believing tha the integration in the world market of capitds is an
indispensable financing source for invesment, the Fund emphasizes the conssence of the
polices that judify the control or the opening of the finance markets. At the same time that
the Fund intends to show tha it no longer condder as an anathema the incidentd and
temporary control of the externd capitd, it as wel admits that “it should not cause surprise
that the recent financid crises in the emergent markets have led to a new exam of the merits
of the capitd controls as far as in some countries there was a too fast liberdization of the
capitals account” (IMF, 2001).

So, the Fund has to consder the peculiar and specific conditions of the process of financid
opening of each economy, such as in the cases of the criss of Thailand, Korea, Indonesia and
Mdaysa an efficent nationd sysem of financing, gopropriate norms of supervison and
prudentia regulation, good management of risks in the businesses and great transparency and
maket discipline. The new pragmatism of the Fund intends to review the “board of
commandments’ that has to be precisely followed by the economies and to respect the
nationa peculiarities. In this re-evduation of the dilemmas associated to the choice and
adminigration of the different types of exchange regime, the Fund observes that - concerning
to the rdationships among the three principad currencies — dollar, Euro and yen - the recent
cregtion of the Euro restores the interest for proposas of exchange band, but in an
internationd amosphere Hill agangt the exchange sabilization modds, exactly as have been
verified after the collgpse of the system of fixed rates established in Bretton Woods. If it is a
fact that, “redidicdly, there is no dternaive to the flotation of the exchange rates anong the
three principd currencies’, it is due to the non synchronism of the red movement of the
economies in a context of grong short run integration of the financid markets. Indeed,
because of the conjuncture particularities to whose each naiond economy is subject, the
central banks can not but conduct the monetary policies according to the national objectives.



As a result, the sdective interventions come up to reduce the volatility of the exchange rates
and the non-dignment risk. So, the centrd banks operation should not only intend to reduce
short run flotation, but aso avoid periods of persstent over and under vaorization of ther
currencies - the exchange non-dignments. So, it is not prudent to fix the exchange rate, to
adopt exchange bands or to assume explicit commitment concerned to the externa vaue of a
nationd currency, if there is no way to establish fixed parameters in a context of degp and fast
changes and flotation. Not for less, from the criss of the Asan economies on, some exchange
favorable conditions has taken place, exactly because it concedes larger independence to the
monetary policy and larger maneuver margin to react againgt externa shocks. However, to
adopt the regime of flotation rates doesnt mean that the countries are free of making difficult
choices, epecialy when confronted with expressve international movements of capital.

In fact, despite the Fund and the World Bank accept the deep changes in the internationa
finandd dynamics - reorienting and or qudifying their prevention proposas and resolution of
the financid crises, as wdl as admitting that they do not result only from “developing’
countries internd factors - the two multilatera indtitutions admit that the persecution of solid
fundamentals and the drengthening of the bank supervison and regulation ae ill key
elements in ther policies proposds. In addition, the Fund and the World Bank, together with
the BIS, say as the principad locus of eaboration of policy propostions to reorder the
architecture of the internationa financiad system. But it is not the only one, because, as wdl
dates Eichengreen (1996), “the fact of Ada the last dability bastion, to succumb to the
exchange problems that afflicted the rest of the world, remarks the universdity of the current
pressures addressed to the international monetary system transformations.”

[11. In search of New Principles

To recognize that the finance markets are intringcaly ungable, and that the impostion of the
market discipline means an impogtion of indability, is something that marks an important
difference of the contributions and proposas of reordering the internationa financid system
non digned with the conventiond thought. The crigs of the Adan countries replaces, more
vigoroudy, the centrd concern about the systemic risk and about the mechanisms of financid
disurbances transmisson. These consderaions result in a series of proposds that try to
reinvent the public and private ways of coordination, because, after Bretton Woods, the world
economy operates in the absence of an effective internationd monetary system, in a context of

in



deep changes in the internationd financid dynamics addressed to the supremacy of the
liberdized and de-regulated finances that manifest in increesng difficulties to support the
exchange rate in speculaive movements.

By underganding that the explicit public policy’s objective is to preserve the Sability in the
finance markets, Soros (1998) proposes the establishment of an internationd credit insurance
company and believes tha this waranty modd would reduce dgnificantly the loans codts
taken by the interested countries. Soros points out that this new scheme would become part of
the Internationd Monetary Fund that would establish the loan limits that each country should
take. The debtor countries would pledge themsdves to supply data about al the loans, public
or private, insured or not, 0 that the authority should establish the maximum vaues tha
would be inclined to insure. Up to these limits, the interested countries would have access to
the markets of international capitdls and to the preferentid interest rates, added of a smal
extra amount. It is obvious that the edablisyment of the limits would consder the
macroeconomic and dructural policies adopted by the different countries, as well as the
international conjuncture. Soros recognizes the political difficulties of making the proposed
inditution feasble. It would work as an international central bank and, in that sense, would
reech the interests of the market's fundamentaids, contrary to any intervention, especidly
coming from an international organization. In fact, it is important to register that the Soros
proposa detaches an important aspect. If private agents are engaged in risk activities that
generdte negative externdities — that include not only the emergency operations costs, bu
aso the cogts of larger vulnerahility to financid crises— these agents activities must be rated.

In order to interrupt, or a least to lessen, the speculative flows, Tobin (1978) had dready
proposed a tax (0.5%) on al the shot run operations of the exchange spot market, including
contracts of future and of options, a least in the countries that hold the main currencies of
international  circulation and in  the Euromarket. The remaning indudridized and
“devdoping” countries, that have ther currencies linked to a key-currency or that are
integrated to a monetary area, should have some exemption under the Internationd Monetary
Fund approva. Tobin believes that the addition of a margind tax, besdes contributing to the
macroeconomic  gability in the indudridized countriess, may help to stop the escape of
capitds, in s0 far as it would increase the socid codts until they coincide with the socid
bendfits, in a way that the private decisons should become socidly excelent. It would be
edtablished a specid fund with the resources obtained by that rate, administered by the
Internationd Monetary Fund or by the Inter American Development Bank, to provide credits
to the “developing” countries, compensating the reductions in officid loans and bilatera
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transfers of the indudtridized countries. Besdes, the taxation should soften the process of
over vadorization of the “developing” countries currencies, due to the liberdization policies
that stimulate the entrance of externa capitds.

Addressed to the redtriction of the short run capitds movements, the Tobin's proposa leads
to acontroversd subject, ether in terms of its effectiveness, or in terms of feaghility.

Davidson (1996:09), for instance, ponders about its effectiveness, because, according to his
opinion, the taxation would be “unable to solve the problem when the speculative portfolio
flows become big and sgnificant conflagrations, while they cause high and permanent private
cogsfor red international commercia flows”

Fihon (1995) cdls Tohin's proposd as unredidic, in 0 far as it would be efficient if dl the
finance places practice it, what is not feasble. Garber & Taylor (1995) aso question whether
an exchange transaction rate would be feashle to stop the speculative flows. Kenen (1995)
relates the difficulties, in the current conjuncture, to adopt the capital control mechanisms and
suggests, as dterndtive, that the Internationa Monetary Fund encourages the conditution of
reserves by the countries that have dready experienced high entrances of capitals in return of
additiond extra credit advantages.

It is necessary to define the cases in which the specid facilities would be granted. It is dso
necessty to define the additiona volume of resources requested to provide this kind of
contingence.

Generdly spesking, the resgtance to implement initiatives such as the Tobin tax is due not
only by its inefficacy to contan the speculative flows, but adso by its ineffidency in the
dlocation of resources — given the difficulty of separating these flows from those that answer
to the economic principles. Another argument is that the Tobin tax would increese only
margindly the speculation cost and, so, would stop only the redly smdl exchange
movements, with possble negative impacts on the internationd trade. Beddes, its
effectiveness to restrain the gpeculation in the international finance markets seems to depend
on a much higher diquot than the proposed 0.5%, what is, in the current circumstances,
politicdly unlike. However, Tobin and the defenders of this proposd plead that the
regulations and redrictions to the financid flows and transactions would be complementary
initiatives to the macroeconomic policies, more than their subgtitutes.

For Eichengreen, Tobin and Wyplosz (1995), in o far as the governments alow unrestraint
flexible exchange markets, high red potentids costs of unbaanced speculaive activities may
take place, what make the exchange markets the privileged locus of a series of speculdive
attacks againgt the main currencies. For this reason, they defend the establishment of ether
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compulsory deposits free from interests or other cepitd demands as a way of discouraging
short run adventures. It is worth to remark the authors concern about the strong possibility of
the flows of hot money portfolio to produce vaestly disurbing effects on the economy. It is
exactly the possibility of speculative changes of portfolio that makes the socid codts of fredy-
flexible exchange rates overcome the social benefits, demanding some kind of government
intervention in the exchange market.

For understanding that the variations of the exchange rates are not the result of an adjustment
process to balance the current cash flows of the trade balance, but are caused by the volatility
of the preferences for monetary assets, McKinnon (1988:87) defends a new monetary system
based on fixed exchange rates among the main currencies (dollar, yen and German mark) and
proposes that the central banks of the respective economies adhere to a common monetary
pattern, trying to equa the conditions of the three monetary areas through the parity of the
purchase power in the three currencies. According to the author, with nomina exchange rates
for an undetermined period of time, the process of internationa arbitration and the monetary
coordination would assure the convergence of the inflationary levels, after what it would be
established a common monetary pattern. In the face of this Stuation, “the centra banks of the
three countries would adjus symmetricdly thar inteend monetary supplies to maintain,
concomitantly, the levds of the exchange nomind rates and of the naiond inflation rates
cdose to the internationdly trading goods’, reaching fixed nomind and red exchange rates,
whose permanence dong the time would discourage the speculation and would diminate the
ingability of the internationa preference for monetary assets.

A variant of the proposds that defend the establishment of a monetary union is presented by
Cooper (1987), who proposes the cregtion of an unique currency for dl the industridized
countries, with a common monetary policy and a common Bank of Issue, respongble for the
management of this policy. His proposd (pooling of monetary sovereignty) tries to face the
ingability of the portfolio decigons indability itsdf that comes from the flotation of the
exchange rates that would be diminated by the issue of an unique currency, of intern and
international  circulation. The nationd currencies of the indudridized countries would be
subdtituted by this unique currency, whose issue would be in charge of the Bank of Issue. The
idea is that, if the monetary adminidration is under a supranationd ingtance responghbility, it
is possible to avoid an abusve use of the seniority power in favor of the internaiond
currency’s issuing country. Besdes the monetary control, it would fal to the Bank of Issue
the practice of “lender of last resort” and of regulator of the financid system. It is worth to
register that the own proponent recognizes the current difficulties to create a bank of globa
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issue; however, the proponent considers possble “to assart in a Bank of Issue related to a
group of democratic countries that would congtitute a core of an internationa sysem.”

Sachs (1995) suggests the formation of an internationa bankruptcy court, with smilar
authority of a nationd court, like the chapters 9 and 11 of the Code of Bankruptcy of the
United States, what is aso endorsed by Chari and Kehoe (1999) and recommended by Unctad
(1998).

Garten (1998), in his turn, proposes a centra bank with the responghbility of supervisng a
new globa currency, and Kaufman (1998) recommends the creation of an unique globd
regulator instance for markets and financial indtitutions, composed by professonds of the
private sector, that would inspect both the banks and the financid intermediaries. For Fischer
(1999), the improvement of the sysem demands a multilateral organism able to hold the main
functions of a*“lender of last resort”, even if not alowed to launch a currency.

Mishkin (1994) and Médtzer (1998) dso propose an internationa indtitution that plays the role
of “international lender of last resort.” In such proposas, the Internationd Monetary Fund
should grant a new line of emergency credits to assst the countries that accept to adopt the
demanded economicd policies. The exigence of those credit lines should inhibit the
dispostion to speculative attacks or, a least, to delay them, in the same way that the deposits
insurance in the United States intend to reduce the bank incidents. But the obstacles for an
“internationd lender of last resort” are not few. Nowadays the Fund has loans resources
around 200 billion dollars, less than the fifth part of what it had, in proportion to world GDP,
a the time of its creation. All the evidences show that the G7 is not prepared to supply the
necessary resources to avoid the gspeculative attacks in the “developing” debtor countries.
Besdes, it can be sated thet the exigence of an “interndtiond lender of last resort” would
encourage the banks of the indudridized countries to teke larger risks. In fact, the
implementation of an “internationa lender of last resort” must consder the fact that the man
regulatory power would 4ill reman close to the nationd authorities. The cregtion of that
international  organism  would certanly induce the nationd authorities to rdax ther
aurvellance, in so far as if the naiond banks have problems pat of the costs will be
transfered to other countries through the international “guarantee” Although this problem
can be solved with the introduction of a based-risk sysem, in order to any country have
access to the contributions of the internationa lender, it is not possble to affirm a priori thet
this system will be effective.

Williamson (1987) proposes a kind of agreement among the three principd industridized
countries (United States, Japan and Germany) concerning to some rules and gods that limit
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the flotation of the exchange rates, claming a more effective commitment of the monetary
authorities regarding to the ad hoc coordination experiences implemented in the 1980s. His
proposa (flexible target zones goes exchange rates) suggests a dructure of exchange parities,
negotiated among the three currencies, and that reflect an effective rate of equilibrium for the
repective countries. Established the dtructure of exchange parities, the basic commitment of
the countries would be the management of the macroeconomic policies in order to limit the
deviations of the rates of exchange of the agreed gods, as well as to impede tha they surpass
the interval (about 10%) around the objective. The sat of basc rules of the adminigration of
the macroeconomic policies would conss in: handling of the medium levd of the interest
rates, according to the behavior of the nomina income's aggregate growth in face of the god
sum of that growth to the member countries, revison of the interest rates among the countries
in order to limit the exchange rates deviation from the established gods, and redefinition of
the nationd fisca policies according to the growth rates of the established nomind income.
As observed, the coordination of the economic policy defended by Williamson is essentidly
based on a monetary policy, through the handling of the interest raes. The fiscd policies
would be used for a compensatory adjusment when “dterations in the monetary policies
would thregten the internd baance” The revison of the god of the Structure of parities of the
effective real exchange rates is expected, as a way of sdtling the impact of the Structurd
changes on the prices, letting the nomina rates subject to adjusments according to the
inflation behavior in the three countries. So, it is a sysem of flexible-but-agreed exchange
rates, from which is expected a “capacity to redtrict non adignments and to open a way for the
political coordination, since it would demand an agreement around the flotation margins, what
would demand some mutua comprehension degree about the economic policies goals.”

From the point of view of Williamson, this sysem would be more feasible than the regime of
fixed or floaing exchange, a the time tha, through the flexibility, it would dlow the
exchange rates to fill out ther four genuine socid functions to harmonize different inflation
rates, to facilitate adjustments of the balance of payments, to dlow an independence degree
for the anti cyclic monetary policies;, and to absorb speculative shocks. Despite the possibility
of progresses towards the flexible target zones proposd, it is convenient to register, however,
that before dl it would sanction the current operation of the internationd monetary
relationships, instead of becoming an effective internationa monetary reordering.

Volcker and Gyohten (1993) suggest the restoration of a system of fixed exchange rates, with
gpecific nomind vadues and with the rules under the rigid control of an internationd
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organizaion - “a modernized Bretton Woods.” They remark, as an dternative, the creation of
aWorld Bank able to issueits own boundary and to claim the execution of the agreed rules.

The authors recognize, however, that is very difficulty to goply these dispostions in the
current context, because the sovereign governments would hardly transfer such authority to a
supranationd centra bank, giving up ther autonomy concerning the monetary policies. In this
way, they believe that it is viadble to extent the experience of the European Monetary System
to maintain fixed exchange rates, since “it was successful when put in operation, during more
than one decade, a fixed exchange rates system... [Due] to the exigence of a dominant
economic potency and a predominant boundary — West Germany and German mark.” Volcker
condders that the difficulty of this sysem is in the dependence of the remaining countries on
the policies and decisons of only one country (Germany) and of only one Centrd Bank
(Bundeshank), but considers correct the orientation of the European Community members
regarded to a collective responshbility concerned to the decisons that affect not only the
interest rates, but aso the monetary and economical policies of the European region as a
whole. It is worth to notice that both the congtitution of a regiond centrd bank and the
adoption of a common currency demand a coordination of nationa policies that, in some
degree, demands to go beyond the agreements about the exchange <tability within pre
edablished margins. Besdes, each naiond government would have to contribute through
accepting gods for a common variable (either interest rate, that is a monetary aggregate, or a
price index of marketable goods, etc.). Otherwise, dl the involved countries would harmonize
ther monetary policies indruments "to maximizeé’ the common objective — what would
demand from the governments the abdication of their sovereignty a a too high politicd cost
when compared to the benefits promised by the cooperation.

In his reflection on the reordering of the internationd monetary system, Aglietta (1995b)
recognizes and underlines the privatization of the monetary-financia rdaionships with the
drengthening of the speculative processes and the increase of the financid indability through
a lager voldility of the assets price. He proposes the conditution of independent central
banks in the ambit of the G-10 economies. Under cooperation, the banks could ded with the
volatlity of the exchange raes dlowing the governments to mantan only the decison
power concerned to the exchange regime. Ingtead of an internationd nomina anchor, given
by the price of gold, he states that the best would be a group of compatible national nomina
monetary anchors, and that, indead of looking for a matrix of relative monetary vaues, the
currency characteristic of public good must be found in its intringc value as good's purchase
power. Therein, he proposes that the new internationd monetary inditution is an inditutiond
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and idestiond amosphere that isolates, insofar as possble, the monetary administration from
the political pressures, and that, from the intensfication of the independence of the centrd
banks on, the monetary regime result in a negotiaion and adminigtration process of the
monetary rules in the ambit of these banks. There is some risk, as states Goodhart (1995), that
these kind of proposals lead to a merely legdist solution, because, to make the centrad banks
independent to avoid politicd interference is dways something precarious, n so far as there is
no guarantee tha there won't be any changes in the agreements that, for their own nature, are
incidentd and trandtory. Findly, Aglietta, in his proposd, dedtines to the Internationd
Monetary Fund the role of supervison of the exchange rates in an internationd level, once he
consders necessary the presence of an internationa regulator for the currency.”

Davidson (1992-3; 1996) proposes the conditution of an international stable and regulated
ressrve currency (“internationa money clearing unit”) in order to avoid the processes of
accumulation and of the private agents speculation. So, he suggests a new internationd
monetary order based on the inditution of a sysem of payments and of internationa clearing
according to a series of adjustment rules previoudy set by the members of the system with
possibility of control of private capitds by the nationd centrd banks, through which it should
be posshle to reduce the asymmetries of the economica-financa gtuations among the
respective economies. As far as this currency would operate as unit of account and exclusve
reserve asset in the generation of the internationd liquidity, only the centrd banks would be
authorized to trade and to retain it. Its access would be prohibited to the public. Likewise, the
centrd banks would guarantee the convertibility of the internationd currency to the nationd
one, only with the remaning centra banks and with the Internationd Clearing Agency,
avoiding the drainage of reserves of the system and putting under control dl the private
internationa  transactions, snce they would be compensated through the internationd
currency. Regarding to the exchange rate between the nationa currencies and the internationd
one, Davidson affirms that each country, according to the effective parities would praise it. It
is important to notice that the proposad supposes an internationd indtitutional character for the
Clearing Agency, which would day free from paticular interests of each country - what,
athough desrable, seems to be not much feasible, as the own author recognizes, in so far as it
would demand a “totd planning” of the rdaionship rules among the countries, which, by
ther time, would result in the control of the movements of capitas and in the definition of
adjusment mechanisms. Anyway, the proposd of Davidson worries, appropriately, about the
capitd movements in an international level and about the economies indebtedness, caling
attention to the impacts of the short run and, especidly, speculative flows of capitas.
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Eichengreen and Wyplosz (1993) doate tha the successful internationd  monetary
arrangements present three common atributes, such as, capacity to absorb relaive prices
adjugments, that is, their capecity to harmonize shocks of prices; adheson of dl the
participants to the robust monetary rules, what presupposes credibility of the government
authorities in the management of ther economic policy according to the established
internationa rules, and ability to stop market pressures, what depends, in the short run, on
externa financia support in face of unbaancing pressures of a determined exchange rate and,
in the long run, is conditioned to a wider internationd cooperaion, in financid terms and in
management of an economic policy, what may demand even adminigrative controls to restrict
certain movements of capitals. Besides, the absence of one or more of these attributes would
reved the deficiency or fragility of amonetary arrangement.

If, by one sde, the reference to such atributes represents an important step to establish an
andytic bass to discuss the proposals of reordering the international monetary system, by
another dde, it is imposed to recognize the current difficulties for its operation. Those
atributes, exactly because they lead to dructurd conditions, are not evident among the
principa developed poles, they even are not in the center of the debate about the internationd
monetary System reordering.

Although it has not reached the datute of the consents, there is more and more understanding
about the need of new regulation policies. The non-regulaion and the financid liberdization
meke the speculative finances very fadt, making them increasngly disconnected with regard
to the productive invesments. In o far as the financia operations run away of any control,
the sysemic risk becomes higher, as the free derivative markets demondrate, whose
“irrationd  exuberance’ represents  the rationdity of the gpeculative logic of capitd
vaorization. Once the markets dont have sdf-regulaion cepacity, it is necessary to have
public control and regulation of the financid markets.

However, there are some condraints among which we detached the following that, to our
judgement, are the principd.

The firg and more generd is the paradox established by the liberdization of the finances after
Bretton Woods, that is, the contrast between the gigantic dimenson assumed by the markets
of cgpitds globdly integrated and the nationd character of the regulator indtitutions (except
the multilaerd inditutions — Internationd Monetary Fund, World Bank and BIS) and ther
limited power and intervention capacity. The condant ad hoc interventions in the criticd
episodes dready mentioned, are very illudraive, wha means that there is no dability

guarantee for the system that is more and more fragile regard the serious pendent risks.
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Except the rdative success of the intervention of American Treasury in the Mexican crids, in
1995, the interventions in the crises of Ada, in 1997, and of Russa in 1998 faled. On the
other hand, the Fed's intervention in the Long Term Capitd Movement speculaive fund
crids, in 1998, was extremdy difficult, as well as the interventions of the Internationd
Monetary Fund in Brazil, between 1998 and 1999 and, more recently, in Turkey and in
Argentine.

Second, the discussons about the key questions around the monetary regime are
crcumscribed to the interests of the triad of the capitdis organic nucleus (United States,
Europe and Jgpan). In every definition towards the reordering of the internationa monetary-
financid system, there is no way of disrepecting a concrete redity composed of different
political views of each one of the economies and or economical blocks.

Third, and not less important, deals with a redity in the which the United States, through their
financial power, impose the predominance of their currency, so that the financiad markets
seem determined to accept, in spite of the dollar vaues flotation, that the United States have,
within quite flexible limits the privilege of the internationd “seniority”. To sy tha is to Sate
that the reordering proposals of the international monetary-financia sysem must consder the
fundamentd role of the United Sates in the management of the financid “globdization”,
because the function of universd vaue reserve, practiced by the dollar, comes fundamentaly
from the American finance market characterigtics and from the double role performed by the
American State, that is, of debtor and of lender of last resort. It deds with, findly, a financid
“globalization” hierarchicaly organized according to the American financid system.

Fourth, even though the multilatera organisms recognize the degp changes in the internationa
financid dynamics, reorienting and or qudifying their proposas of preventing and solving
financid crises, the objective is to avoid longer range initiatives, such as the control of the
movements of cgpitls and the organization of a world creditor of last resort. That is
explained, to a cetan degree, by the fact that the exporter countries are benefited by the
liberdization of the movements of capitds It is dso explaned by the premise tha the
tensgons can be isolated and controlled, so that an effective regulation of the internationd
flows of capitals, as well as a deeper rearrangement would just make sense if there is a more
serious crigs in the sysem, that put the economies of the capitaist organic nucleus in risk. It
is convenient to condder that the tensons eruption - manifested at the end of an expansonist
cycle of the American economy and in an apprehenson about a “forced landing” of the
hegemonic capitaist potency - seems to disgpprove the mantenance of the premise tha

informs the multilaterdl organisms.
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Fifth, the International Monetary Fund and the World Bank, together with the BIS, say as the
principa locus of propogtions to reorder the architecture of the internationa financid system,
which are more subject to the market than to the drengthening of effective supranationa
ingtances. So, they announce the development and the diffuson of “good practice codes’ and
the improvement of the “specid data dissemination dandard’, in order to increese the
internationd capacity to monitoring the nationd macroeconomic policies, specidly concerned
to the financid sysem and to the monetary, fiscal and exchange policies, so that the countries
have to adapt themselves to the norms of an integrated world financd sysem without an
internationd creditor of lagt ingance, maintaining the flows of capitds free, with some
mechanism internationaly agreed to ded with the new deadlines and moratoriums that
threaten the “developing” countries. They dso amounce that the countries need a strongly
copitdized bank sysem, with prudentid supervison controls, with rigorous systems of
accompaniment of liadilities and assts in foreign currency, high volume of internationd
reserves, solid fisca pogtion, low inflation rate and exchange rate with a reasonably free
flotation margin, with the financid system and the monetary policies playing a role of world
gendarme.

Sixth, as an evolution of what was previoudy described and insde the widest discusson
aound the internationd monetary-financiad reordering, caried out by the multilaterd
indtitutions, the problems of the “developing” countries have been dedt according to the
predominant conception, that is, it emphasizes not only the orthodox economic policy but dso
the market-oriented policies as a way to promote the macroeconomic adjustment. Besides,
these economies financing question is consdered solved, due to their increasing access to the
internationa financid market. So, the policies of the Fund focuses on the management and
supervison of the short run economic policy, while the World Bank addresses its financid
support specidly to the private sector, in detriment of the public sector of the “developing”
economies. But, the experience of subordinate internationd insertion of these economies to
the “financial globdization”, as sates Braga and Cintra (1999), are not able to overcome the
crucid problems, such as rdative economic stagnation, socid crises and threats to the
democracy, in s0 fa as the factors responsble for the ingability remain: the speculdtive
movements of capitas, the exchange voldility, the short run financid perspective, the non
exigence of an “internationd lender of last resort” that acts preventively, the precariousness
of the natiiond and supranationd mechanisms of supervison and regulation. It means tha
“the development perspectives for these economies request national and supranationa
intervention on the current pattern of “financid globdization”, in order to establish limits not



only to the internationa predatory competition - that destroys nationd productive capacities
through criteria of mere profitability — but also to the exacerbated desire to accumulate for
accumulating, what characterize the current world monetary-financid movements”

IV. A Proposa by way of Conclusion

According to what was exposed, it seems demanding that the proposas to reorder the
internationd  monetary-finandia  system result from the identification of ther intricate
connections with the red and financia assats markets, as well as with the Nationd States
economica policies. In other words, it means that the reflection concerning the necessary
requirements for the referred reordering can not be out of the knowledge that “the practica
and conceptud difficulties met by the dudies about the internationd monetary problems
result from the own nature of the currency. The currency, as a basc and vita socid link of the
modern societies, plays a role of crucid cohesion for the economical sysem. Bt it is, dso,
politicdly determined. The currency may be a motive of rivary or of peace in the politica
order. In the fidd of the internationd monetary relationships, the rules that have been
mutualy accepted may happen to be rgected because they become unjust and inefficient.”
(Adlietta, 19950:127).

In fact, we hope that the proposals congder the objective redity of an international monetary
system, as far as its operation is developed in a context of uncertainties, indde imperfect and
of sub-optimum economic policies markets. And in addition, as well as dated Kenen (1988),
is not a matter of comparing falures observed in determined monetary-financid system with
idedized dternatives. The asymmetries, dysfunction and disturbances of a determined red
sysem have to do with the concrete redity in which it develops, what requests the
condderdtion that the international monetary-financial system’'s reordering should not look
for an optimum system, but to obtain adevelopment and the preservation of a viable monetary
regime, according to two precise senses. Firgt of dl, is does not mean to look for ided and
perfect dternatives, and, second, it must be able to protect the currency utility as a public
good. Thus, we defend that the reordering of the internationa monetary-finencd system
looks for the baance between the public nature of the currency and its dimension of private
wedth, in order to minimize the ddeterious effects of an autonomous financid capitd that
could give support to the indudrid capitd growth in a stable way. It demands a monetary
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regime able to articulate the handling of the monetary supply and of the credit conditions, the
regulation of the inditutions or finance markets, the contention of financid crises and
international  monetary agreements  referring to  currency’s  prices, cgpital  transfers  and
payment obligations among countries.

Resulting from wha we have just argued, it seems to us precarious the indstence in the sdf-
regulation of the risk by the banks to be attaned through the improvement of the
trangparency and of the qudity of the data and information about the financid postions of the
countries and inditutions - especidly because the “financid globdization” drives to less
heterogenaty in the regulatory marks. As we know, the inditution of a “new internaiond
financid architecture’ could hold:

i) Public mechanisms of supervison, control and intervention in the financid markets - of
credit, of exchange and of capitds - in order to disble the financid dominance tha
characterizes the current pattern of capitaist accumulation to the world scde, in which the
speculdive financid gans discourage the wider and more innovative productive investment
decisons,

i) The inditutiondization of the coordination among the principd centrd banks - in order to
face the maneuvers that become feasble through the different private agents high liquidity -
able to brake out speculative attacks to the different currencies. Under cooperation, the central
banks could hold the function of “lender of last resort”, without the bureaucratic obstacles and
the remarkable interests of the dominant countries that characterize the actions of the
multilatera organisms, especidly the Fund;

i) The cregtion of a globa exchange band to soften the excessve flotation of the three
principa currencies,

iv) The impogtion of severe limits to the practices of debt lever, especidly in the markets of
derivative, exchange and Stock Exchange;

v) The reinforcement of the capacity of intervention of the Internationd Monetary Fund, with
some change in its ineffective and excessvely consarvaive orientation regarding to fiscal
matter;

vi) A reform in the World Bank and in the great regiond banks, with reorientation of criteria
and mechanisms of concession of the financid supports;

vii) The support to the regiond integration among the “developing” countries, induding the
cregtion of regiona currencies,

viii) The admisson of controls of capitds, as wdl as the formation of an internationa
bankruptcy court, with powers smilar to the national courts, according to the chapters 9 and
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11 of the Code of Bankruptcy of the United States, according to Sachs (1995), endorsed by
Chari and Kehoe (1999) and recommended by Unctad (1998); and

ixX) The cregtion or the reinforcement of the protection mechanisms of the prices of the
commodities exported by the “developing” countries.

It is obvious that the viability of the reforms demands appropriate indruments, drict
commitments between the nationd authorities and the multilaerd organisms with the
internationd  monetary-financid system; appropriate regulation for capitd agpplications and
mechaniams of compensatory financing, without what the bases to a stable international order
are neither settled nor supported. We have aso pointed out that the practicd and conceptual
difficulties rlated to the international monetary problems result from the own nature of the
currency, Snce it is the basc socid and vitd link of the modern societies; it plays a role of
crucia coheson for the economic system and is paliticaly determined. We do not consder,
as well, the existence of problems to define the credibility of the currency vaue, which result
from its own nature.

The hierarchy of currencies in the internationd monetary-financid sysem, as we know,
determines  different conditions to the nationd economies, especidly in the current
cdrcumdances in which the American currency prevals in the internationd finencd
operations. We have seen that the function of universa vaue reserve, hold by the dollar, are
not limited to a classcd monetary pattern (Tavares and Mélin, 1997), once its vaue results
from the capacity of the United States in maintaining ther public debt as waranty of the
globa financid system. We have aso seen that the American interest rate, as reference for the
growth of the globa financid transactions induces the denomination of the financid and
commercid operations globdly practiced. It refers to a currency that establishes hierarchical
reaionships between monetary rules and financid behaviors and among the severd
currencies in operaion in the markets, besdes “adminigering” the systemic liquidity and risk.
It results in severe consequences to the mobility of cepitds, to the behavior of the finance
markets and to the national macroeconomic management, since they regard to the concrete
conditions of the currency that holds the function of internationa currency.

In retrospective, it is exactly the incapacity of the internationd currencies in accomplishing
satidfactorily the expected functions that makes the maintenance of dable parities among the
svead currencies not viable resulting in extremely exacerbated flotation and exchange
volaility. Beddes, the moneary-financid sysem becomes fragile and the competition
between areas or monetary zones increases, making the systemic ingtability resppears. Due to
that, the emphass in the credibility and in the mechanisms cgpable to sudtain it are not
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enough to answer to the necessary requirements to the establishment of a new internationd
monetary-financid architecture. It is necessary to consder that the changes that take place in
the sysem, especidly after Bretton Woods, result in accentuated unbaancing impacts, as
shows the sudden non exigence of a limit supply of monetary assets under nationd monetary
authorities control. We have seen tha the eimination of the exchange controls and the
proliferation of the financia innovations are respongble, to a great extent, for the current
monetary-exchange ingability, so that the behavior of the markets of assats has been
incompatible with the gtability of the exchange rates and of the internationd monetary system.
It means that the globa and de-regulated finances, that mark the de-ruled economy, don't
match with flexibility and pre vishility of the macroeconomic policies accentuating the
externd vulnerability of the economies, increesngly exposed to shocks and to speculative
attacks.

The expressive and de-regulated mobility of the capital is a red fact of the economicad and
financid life in the beginning of the 20th century, which demands from the governments the
subordination of the other economic policy’s objectives to the dabilization of the exchange
rate. The economic history puts in evidence, as Eichengreen (1996) reminds us, that, after
Bretton Woods, there are great efforts to rebuilt a system of fixed but adjustable exchange
rates, drawing a hisory of repeated falures, what must be attributed to the inductable
exdade of the internationa capitd mohility, that makes the exchange anchors fragile and
makes the periodic adjusments difficult, whose common lesson is in the perception that
limited initiatives do not succeed in aworld of limited mobility of the capital.

The defense of a reordering of the internationd monetary-financiad system according to the
vectors here pointed out, doesn't mean, however, to ignore that monetary agreements
edtablished by internationd negotiation are exceptions and not rule; and that, frequently,
result from unilateral decisons of countries in defense of their interests. They are,
consequently, organizationd commitments that change dong the time, according to the
correlation of forces among the economies. It means, further, to recognize that “the
fundamentd fact is not that the capitaism no longer works as it did in the Gold Age, but that
its operations became out of control” (Hobsbawm, 1995) and that te contradictory nature of
the money demands careful control (Polanyi, 1944), in so far as its purpose is the enrichment,
that is the vdorization of the vaue (Marx, 1863), not exising something like investment
liquidity to the community as a whole (Keynes, 1936). After dl, it deds with a world that has
been governed by the laws of finances, in which we see an unrestrainable flood of a logic of
abdract wedth vadorization in the economy; a world in which the victory of the “globa”
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private finances and the reduction of the cepacity to discipline the economy, socid and
politicaly, are the more remarkable characteristics of the de-ruled economy.
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