23/ 03/ 1998
Anwar: Don't use political influence to get bank | oan

Kang Si ew Li

DEPUTY Prinme M nister and Finance Mnister Datuk Seri Anwar |brahim
yesterday warned of political interference in the banking system which he
sai d was what brought down banks in sonme nei ghbouring countries.

Anwar said one of the main causes of the collapse of economes in sone
of the neighbouring countries since the start of the region's financia
turnoil last July is the banking system "which was not properly managed
and wi t hout sound banking practices".

"(1f) banks could be forced to give out |oans due to political
interference, what's the point of having a (bank) governor?

"We should learn fromtheir nistakes and the weaknesses in their banking
system For exanple, we nust nmake sure that our system does not succunb to
too nuch political interference.

"This is because what we want is to save not just the few conpanies
concerned, but the country's econony as a whole," he said at the opening
of Bukit Bintang Umo divisional neeting in Kuala Lunpur yesterday.

Anwar said | ocal banks should not be forced to succunb to | ending
requests by conpanies due to their status, political influence or
relations with party | eaders.

"Conpani es and corporations should not just |ook at thensel ves, but the
ef fect on the econony as a whole,"” he said.

In this context, Anwar said corporate governance, greater transparency
and tighter discipline in the banking sector will be sone of the nmain
obj ectives of new neasures to revive the econony.

He is expected to announce details of the measures in Parliament
t oror r ow.

He said following a discussion |ast week with Prine M nister Datuk Seri
Dr Mahat hir Mohamad and the Cabinet, it was agreed to put forward the
addi tional neasures with regard to the country's economi c grow h,
inflation and fiscal policies at the next session of Parliament, which
opens today.

"W will touch on areas such as inproving corporate governance,
enhanci ng transparency and i nposing tighter discipline in the banking
sector, anong ot her things," he said.

Anwar said the additional nmeasures formpart of the Government's
approaches to tackle the current econom c probl ens.

"The Governnent has already taken steps to reduce expenditure, for
exanpl e. That too was made into a pol enmic because there are sone
econom sts who say this was dangerous as it can cause recession.

"But what we are saying is sinply to remain patient, especially for
projects that are not urgent. Those projects woul d have to be post poned
until the end of the year or early next year," he said.

However, he added, expenditure on projects such as those to eradicate
poverty will continue.

Because the credit growh of local financial institutions is too high at
about 30 per cent, he said, the Governnment is trying to reduce the rate to
15 per cent by the end of this year. Last year, the banks |lent out a total
of RWA17 billion.

Anot her existing nmeasure is the enphasis on reducing inports and
i ncreasi ng exports, he said. "W nust control our inports. W nust only
i mport goods that are necessary. If not, use local itens."

Anwar questioned the wi sdomof inporting foodstuffs worth RML1 billion a



year, with aninmal feed as the nain conponent.

He said the nonitoring and managenment of |ocal banks nust al so be
ef ficient and shoul d not adopt an "easy-goi ng" stance.

"Al though the country's economic policies and guidelines are | aid down
by Bank Negara Mal aysia (BNM, its duty is not to m cro-manage the
operations of each financial institution. BNMintervenes only when there
is a purpose,” he added.
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