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countries of Latin America. After decades of instability, a handful of countries there - in
particular Chile and Mexico - have become examples of prudence, austerity and
macroeconomic stability.

The list of Chile's achievements includes the use of a clever fiscal rule, the adoption of
exchange rate flexibility, a novel pension reform, export growth success, the halving of
poverty in less than a decade and the skilful management of speculative capital inflows.

Chile's economic policies have been praised by people as different as Joseph Stiglitz,
one of the IMF's most ferocious critics, and Robert Rubin, the former US Treasury
secretary.

Alejandro Foxley, Chile's first finance minister following the return of democracy in 1990
and one of the architects of the country's remarkable economic success, is the ideal
candidate to lead the IMF. With a doctorate in economics from the University of
Wisconsin, he is a widely published economist, a respected researcher, a successful
manager and an able left-of-centre politician who was elected to the senate five years
ago. Mr Foxley understands the plight of emerging and transition countries and at the
same time he knows at first hand that policies aimed at macroeconomic stability have a
tremendous pay-off.

There is no doubt that policies endorsed by Mr Foxley would immediately become
credible. Under his leadership, the Fund would become more relevant and useful and
suspicion about its objectives would disappear. This would be a tremendous
improvement over the current situation. One can only hope that, for once, European
politicians do the right thing.

The writer is a professor of economics at UCLA's Anderson Graduate School of
Management. During 1993-96 he was the World Bank's chief economist for Latin
America
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