29/ 05/ 1998
Mahat hir: “New capitalists behaving Ilike dictators

Adel i ne Ong

PRI ME M ni ster Datuk Seri Dr Mahathir Mohamad says that the " new
capitalism (renaned market forces) exercises power in very much the same
way that dictators and absolute rulers used to - through fear.

"I'n depreciating currency and depressing the stock market, for exanple,
the "new capitalists have found an effective instrument to create fear,"
he sai d.

"The capacity of a country, a company or an individual to purchase
anything is reduced by the percentage of currency depreciation," added the
Prime Mnister.

"It isas if a country with a gross donestic product (GDP) of US$100
billion (US$1 = RMB. 86) has | ost US$50 billion. The per capita i ncone of
US$5, 000 i s reduced to US$2,500. The assets of conpani es shrink by 50 per
cent if the currency is depreciated by 50 per cent," he said.

Dr Mahathir, in his speech at the Harvard Project for Asian and
International Rel ations Conference held in Kuala Lunpur, said that as
money in the systemdi m nishes in anmount, foreign borrowi ngs to replenish
assets will increase a nation's debt further.

"If there are high foreign borrow ngs, the ratio of debt to the GDP
deteriorates causing a |l oss of confidence in the market.

"This will start another round of attacks resulting in further
depreciation of the currency and market capitalisation," he said in his
speech which was read by Education Mnister Datuk Seri Mhd Najib Tun
Abdul Razak

The Prime M nisiter said on the one hand, a country cannot go agai nst
mar ket forces because to do so will result in a loss of confidence and
anot her round of attack.

"A country which is the target of an attack will be caught between the
devil and the deep blue sea. To maintain the confidence of the market
forces, it will have to increase interest rates, reduce credit, increase
taxes and renove subsi di es.

"These neasures wi Il make conpani es bankrupt, throw workers out of jobs,
and i nduce riots and political instability. Eventually, the country wll
go bankrupt and foreigners will buy up all the good conpani es cheaply,"” he
sai d.

On the other hand, if the country defies market forces and tries to keep
interest rates | ow, borrows noney to repl enish the systemand rescues
bel eaguer ed busi nesses, there will be another round of attacks by market
forces.

This will result in further depreciation of the currency, nore capital
| oss, bankrupti es anong banks and busi nesses, further reduction in
gover nment revenue and then econom c di saster.

Dr Mahathir said that there really is no choice but to submt to nmarket
forces.

"The free market systemis good. Certainly it is better that the
central |l y-pl anned econony of the Comruni sts. But the free market now
transl ates into unrestrai ned dom nance of the rich over the poor, the
strong over the weak.

"Apart fromcalling capitalism nmarket forces', it is no better than the
i nconsi derate capitalismof the past, the capitalismthat brought about
the birth of socialismand communi sm" he added.

He al so said that many believe that Asian val ues have been the cause of



the state of turnoil and regression.
He questioned whether or not Western greed is equally responsible.
"I'sn't the "new capitalism the market and the forces that nove it and
the single-ninded quest for profit equally if not nore responsi bl e?" he
added.
( END)
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