25/ 11/ 1997
Absol ute power can corrupt marts also: PM

Anita Gabriel in Vancouver
VANCOUVER, Mon: Power corrupts and absol ute power can corrupt not only
governnents but al so the markets, Datuk Seri Dr Mahathir Mhamad says.

Left to their own devices, both governments and market forces are open
to abuse, the Prime Mnister said, adding that neither can work
effectively independent of each other; as such, they shoul d cooperate and
col | aborate to achi eve maxi mum econom c devel opnent .

"Power corrupts. As nuch as CGovernment can beconme corrupt when invested
with absol ute power, markets al so can becone corrupt when equally
absolutely powerful," he said in his address to sone 250 busi ness | eaders
at the Asia-Pacific Econonmi c Cooperation (Apec) chief executive officers
sunmi t dinner | ast night.

He said the effects of the absolute power of markets are being w tnessed
today in the "inpoverishment and misery of mllions of people and their
eventual slavery."

And the sufferings of nations due to the financial furore in the region
are far greater than the inpact of abuses, scans, corruption and poverty
whi ch exi sted when these nations were boom ng, he added.

Dr Mahathir said it is obvious that the choice is not one of absolute
power for the Governnent or the nmarket. It is about the cooperation and
col | aboration of the el ected Governnment which is responsible to the
el ectorate with the market which stresses efficiency, conpetition and the
bottom i ne.

Such governnent-private sector cooperation under Mal aysia's
privatization policy has brought trenendous benefits to the country and
t he peopl e, he added.

However, while one can expect the private sector to do a better job than
the bureaucrats with regards to providing public services, it will be
wong to | eave everything to the private sector which tend to focus only
on the bottomline at the expense of public needs.

Dr Mahathir said foll owing the decline of socialismand comunism the
pendul um appears to be swi ngi ng dangerously towards the other extrene
where the idea of narket forces has becone too nuch of "an article of
faith ... that anything done in its name cannot be questioned”.

"W see this in the rigidity of m nd when defending currency trading,
for example, or when faced with criticisns regardi ng excessive stock
mar ket specul ation," he said.

Dr Mahathir said market forces are as prone to abuses as command
econom es, and for the former socialist and comruni st states, the
transition to a free market reginme is like "junping fromthe frying pan
into the fire".

Both systens are just as extrenme. Before, the country was run on the
basi s of the "Governnent knows all and should do everything"; nowit is
the "market can do no wong", and the Government nust never interfere with
t he market forces.

"Al'l you have to do is get your fundanentals right and things will right
t hensel ves, " he sai d.

Free market proponents say it takes tine. But nmeanwhile people wll
suffer, lose their independence and the strong will consolidate their
positions.

They argue surely the people nmust prefer to have better service and
better goods fromthose capabl e of delivering them to keeping their



i ndependence and continuing to be provided with shoddy goods and services
by their own peopl e and governnent.

"I ndependence is not inportant. Surrender your independence to those who
know best and you wi |l prosper.

"This is the creed of the market. They, self-appointed though they are,
know what is best for you. Governnents are ol d-fashioned and irrel evant,”
he said in his address entitled "Government and Busi ness: Wrki ng Toget her
for Econom ¢ Devel opnent ™

Referring to the financial turmil in East Asia as a case of unbridled
greed overwhel m ng good sense, he said: "Wen greed takes over, the
effects on others will get scant attention."

East Asian countries had struggled to | eave behind their defeated and
col oni al past to achieve a good degree of devel opnment, to the extent that
t hey woul d have beconme devel oped within two or three decades.

But in July this year, these countries "watched hel pl essly" as their
currenci es were deval ued, sweeping away two decades of growh in two
weeks.

For four of these affected countries, the conbined | oss in purchasing
power has ampbunted to al most US$300 billion (US$1 = RMB. 49).

"What was the cause of this sudden recession?"

Sonme have attributed it to weak fundamental s but this alone could not
have wreaked t he kind of havoc seen in the past nonths, Dr Mahathir said.

What happened was that the market players were free to borrow currencies
in large anpbunts to sell and thus devalue them The sane practice was seen
on the stock market, with no actual investnents invol ved.

No system shoul d all ow pl ayers to exert such a heavy price on countries
and t he peopl e, he said.

"But that is the way of the free market. Market forces cannot be
interfered with. They are sacrosanct."”

Bernama reports: The US investigation on the Petronas deal in lranis
not a trade issue but a "national security" issue, a senior US officia
sai d here yesterday.
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