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infliition fully 
KUALA LUMPUR, I&&- 
The peo le must under- 
stand ful y the meaning of P 
inflation sp that they can 
flp contam and overcome 

atuk Seri Dr Mahath’ 

&e Mink&r sai5f 
‘ohamad said today 

inflation was a phenomenon 
that was not dee ly under- 
stood by the peop P e and this 
made it difficult for them to 
combat it. 

“For most people, the pri- 
ority is high wages. But we 
fail to take into account 
whether such high wages 
would enable us to buy 
more things than before. 

“What is important is the 
purchasing power, which 
can be adversely affected if 
the price of goods rises to- 
gether with an increase in 
wages. If wages rise by 100 
per cent, and if the cost of 
goods also rises by 100 per 
cent, then we can’t buy 
more than before. 

Dr Mahathir said this in 
an interview with a panel of 
editors over Radio Televi- 
syen Malaysia tonight. 

Stre ing his point, the 
Prime t. mister said it must 
be realised that wage in- 
creases alone would not 
bring much benefit. A wage 
increase would be beneficial 
if one could buy more things 
than before. 

put a wage rise usually 
caused prices of goods to 
also increase. This was seen 
when there was no accom- 
panying increase in produc- 
tivity. Dr Mahathir said any 
society which wanted to 
progress must increase its 
purchasing power,. which in 
turn could be unproved 
through higeer productivi- 
ty. 

“This is what we should 
concentrate on. If everyone 
understands this, then they 
would be very careful about 
wanting to get better pur- 

chasing power when they 
get a pay rise. 

“This is better than what 
is happening in some coun- 
tries where the purchasing 

on the decline. In 
%Zr $&es, Glation ex- 
ceeds 100 per cent a year. 

“This means that an item 
which costs RMl in January 
would cost RMlO at the end 
of the year. This would be 
meaningless even if we get a 
lo-fold wage increase. This 
is what we should avoid,” 
Dr Mahathir said. 

He added that any coun- 
try which was undergoing 
rapid economic growth 
would always be threatened 
by rising prices and a high 
cost of living. If the coun- 
try was not careful in con- 
trolling inflation and ri- 
sing prices, then all the eco- 
nomic growth would be ne- 
gated. 

Asked if inflation could be 
caused by foreign exchange, 

and whether this was exten- 
sive, the Prime Minister 
said inflation could also be 
due to the action by other 
countries. 

He said that if the value of 
the ringgit was increased, 
production costs would also 
increase. But this could be 
countered if there was an 
increase in productivity. 

“For instance, when the 
value of the yen increased, 
the Japanese acted to re- 
duce production costs by be- 
coming more efficient. They 
organ&d their work so that 
they could be more produc- 
tive and efficient. 

“In the end they succeed- 
ed in reducing production 
costs even though there was 
an increase in the value of 
their currency. As an exam- 
ple, they used robots which 
can produce more goods 
with a smaller number of 
workers. We too could move 
in that direction,” he said. 
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