22/ 11/ 1997

Time for a no-nonsense approach

WLL the setting up of a troubl e-shooting econom ¢ council help end

Mal aysia's financial woes? This is a question nmany are asking of a
proposal by Ummo Thursday ni ght to establish a National Econom c Action
Council to handle the currency and stockmarket crisis. The country already
has the high | evel Ml aysi an Busi ness Council chaired by Prime M nister
Datuk Seri Dr Mahathir Mohamad to | ook into the problem There are al so
vari ous econom ¢ think-tanks, fromthe Mal aysia Internati onal Econom c
Research to the Institute of Strategic and International Studies, that
coul d point out where the econony needs bol stering. And there are rel evant
units at governnent departrments and at state |level. Wat difference would
anot her national body nake?

That will depend on a lot of factors. Dr Mahathir's chairmanship of the
NEAC is a good start; it would not only provide the body with clout and
the power to take i nmedi ate action to overcone problens, but will also
hel p bri dge what ever comuni cati ons gap there nay be between his thinking

and the mnds of those who will sit on the council. H's presence, and that
of Cabinet mnisters with econom c-rel ated portfolios, also signals
political will. It is inportant, though, that we ensure the council is not

overpopul ated by politicians and civil servants. There is a need to

i ncl ude experts, econonists, anal ysts, private sector |eaders, consumers,
and representatives of foreign business councils or chanbers with a strong
presence in Ml aysia. A diverse nenbership will ensure that the counci
recei ves the input and feedback necessary fromvarious interest groups,

i nstead of relying on guesses or assunpti ons.

The council needs to do nore than troubl e-shooting; it nust also
identify areas where growth will be critically beneficial to the econony
and i ntroduce neasures to boost these activities. Ml aysia' s high-
technol ogy exports, for exanple, would be cheaper and nore attractive now,
and there should be policies to boost a systematic growmh in output and
exports of related products. At the sane tinme, the NEAC nust be bold
enough to defer or halt unproductive projects and di ssuade the inports of
luxury itens that will inflate the country's current account deficit.
These include the use of foreign consultants, expatriates and guest
wor kers from nei ghbouring countries. Cost-cutting neasures and steps to
boost productivity nmust be on-going and should not just involve trade
uni ons refraining frommaki ng excessive wage dermands. The council should
act on a proposed productivity-linked wage systemthat has been put on
hold for far too long. Singapore adopted this salary systemafter the md-
1980s sl owdown, despite protests fromworkers and enployers, and its
establ i shnments have been coping pretty well during the current turbul ence.

The NEAC nust al so shoot straight fromthe hip at the probl ens causing
the financial crisis or arising fromit. Wile the council should not be
trigger-happy in going about its job, it would be worse if it freezes or
falters when it needs to. In order to help restore confidence in the
currency and the stock markets, all quarters nust live within their neans.
The Government has said that sone Ml aysi ans had col |l aborated with foreign
funds to bring down the markets and the econony; the council nust
therefore flex its nmuscles and gain the confidence of the public by
exposi ng these people or acting agai nst them Sone conpanies will need to
go under because of their over-exposure to debt, their inability to cope
with the financial turnoil or their expensive inports. The council nust



try and find the neans to help them- just as abandoned projects were
revived in the aftermath of the mid-1980s sl owdown - but there should be
no bail -outs.

A no-nonsense approach is needed to address the persistent crisis, and
t he NEAC nmust act as an instrument to execute this nmeasure. Less than
that, and economic recovery will remain a dream And that would be a
shane, since we have very strong econoni c fundanental s and the peopl e have
general ly been giving solid support to the Government on this one.
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