19/ 12/ 1997

Don't negate efforts to resolve econom c problenms: PM

THE Prime M nister last night called on the Mal aysi an busi ness comunity
to refrain fromtaking any action that could negate efforts to put the
econony back on track.

Datuk Seri Dr Mahathir Mohamad said what the Governnent seeks fromthe
busi ness comunity is prudence and dicipline, and continued faith in the
ringgit and the country.

"l am appealing to the whol e busi ness conmunity not to aggravate the
situation by ... losing faith in our own currency and transferring your
savings fromlocal banks to foreign banks here and overseas.

"I don't think | need to tell you what will happen if we do this. What
we expect and fear m ght happen will happen because of our own injudicious
actions ... it's self-fulfilling," he said at a dinner organi sed by the
Nati onal Chanber of Conmerce and | ndustry Mal aysia in Kuala Lunpur

Dr Mahat hir said al though the inpact of the regional currency and stock
mar ket turnmoil on Malaysia is not as severe as in sone countries, the
country nust prepare for any eventuality by doing the right things.

"We nust admit that we did not always adopt good practices during the
good tinmes. As a result, we becane weak and exposed," he added.

Dr Mahathir said an exanple is to treat the Kuala Lunpur Stock Exchange
as a casi no.

"Despite repeated warnings to local investors not to treat the stock
exchange as a casino, they continued to lift share prices to the extent
that there was no | onger any connection between conpany performance and
share prices.

"They hel d roadshows in devel oped countries to sell shares and raise
their prices. W shifted our attention froml ooking for business for
profits to the tradi ng of stocks.

"Shares, |ike currencies, have no definite value. It is determ ned by
pl ayers and their willingness to buy and sell. Wen they | ose confidence,
and are no longer willing to buy, then share prices will fall, sonetines

to a level |ower that their asset value."

In the case of business operations, costs were allowed to go up
i ndi scrimnately and nanagers, executives and professionals over-paid
thensel ves. Executives with little experience hop fromone job to another
for the noney. There was no loyalty to any conpany, he added.

Dr Mahathir said some banks had al so ditched prudence in favour of
expandi ng their | oans business. And when attenpts are nade to adopt proper
I ending criteria, many prospective borrowers go abroad to obtain | oans.

Today, the country is faced with the depreciation of the ringgit and the
weakeni ng of the share narket. Those who had pursued qui ck weal th suffer
| osses and face bankcruptcy.

"The Governnent wants to hel p overcone their problens by introducing
various neasures. But for this to happen, |ocal conpani es nmust cooperate
with the Governnment. W need very strong discipline. W need to nake
sacrifices for the sake of our tomorrow "

Dr Mahathir ticked off those who think that they should be exenpted from
maki ng sacrifices. These peopl e even take advantage of the situation to
enrich themnsel ves.

"They think their refusal to nake sacrifices would not affect the
econom ¢ recovery effort. Such opinion is based on greed ... they who try
to sabotage our efforts to resolve the problens will eventually becone the



victims should we fail," he added.

Dr Mahathir said if the Mal aysian busi ness comunity is not prepared to
make even little sacrifices, then the country may have to resort to
out si de hel p.

"They will ask us to increase taxes, although we are already poor; they
wi Il ask banks to increase interest rates and reduce credit facilities to
do busi ness.

"They do not care whether the |ocal conpanies will go bankrupt and cl ose
shop because they think our companies are actually weak ... and not
because of the present econom c problem

"They do not care if this will cause unenploynent and suffering as it is
not their problembut ours,” he added.

The choice before all Ml aysians is either to make the sacrifices now or
be forced to do so later.

"I believe it is better if we sacrifice voluntarily now rather than be
forced by outside parties. W should all shoul der the responsibility," Dr
Mahat hi r sai d.
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