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DR MAHATHI R DI D HAVE A PO NT, SAYS RENOANED ECONOM ST

SI NGAPORE, Aug 29 (Bernama) -- Prime Mnister Datuk Seri Dr Mhathir
Mohamad di d have a poi nt when he bl aned capital nmarket players for the
financial crisis, says Dr Paul Krugman, the econom cs professor at
Massachusetts Institute of Technol ogy.

However, he told Singapore's Business Tinmes in an interview published
here today that the point would have been nore effective if Dr Mahathir had
made it nmore quietly.

"Or, if it had cone fromsoneone el se," said Dr Krugman, the first
econom st to cast doubts about the Asian Mracle theory.

One of the tragedies of this crisis, he said, was that sone valid
criticisns that a nunber of people had nmade had been | ost because they were
wrapped in a lot of irrelevant rhetoric.

Dr Krugman said it should not have been made a political issue and that
no one was conspiring to destroy Asia because they were jeal ous.

"But we do have a world which seens awfully susceptible to extrenely
damagi ng specul ative runs, and even in sone cases, possibly conspiracies
al t hough by all indications not agai nst Ml aysi a but perhaps now agai nst
Hong Kong, " he sai d.

Dr Krugman recently said the | M- (I nternational Mnetary Fund) reform
programres had failed and he has called for foreign currency controls to
put Asian countries back on track.

Asked by Business Tinmes if it was a little too |ate to inpose currency
controls now when much of the capital has al ready gone, he said the capital
had not all gone.

"There has been a | ot of repaynment but the foreign debt is still a
maj or drag," he said.

"The point is that you want nowto follow a conventional stinulus
package. You want Asian econonies to respond to their recessions, as if
they were the US."

He noted that when the US was in a severe recession in 1982, it did not
worry about the budget deficit and it sharply cut interest rates.

Dr Krugman sai d Asian econoni es had been unable to do that because of
the justifiable fear that if they tried, currencies would go into freefal
and recovery attenpts woul d sinmply boonmerang back on them

He said Asian economni es needed those expansi onary policies and he did
not see howit could be done if there was al so the need to satisfy the
international financial markets. -- BERNAMA
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