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Paci fic Basin group praises Dr Ms strong | eadership

St ephani e Raj endr am

KUALA LUMPUR, Fri. - The Pacific Basin Econom ¢ Council today praised
Prime M nister Datuk Seri Dr Mahathir Mohamad for his strong | eadership in
atime of economc crisis.

Its chairman, Dr Hel mut Sohnen, said the nost inportant thing in a
situation of crisis was good | eadershi p.

"Leadershi p as defined by a deci si on maki ng process that is courageous
enough to accept the possibility of error,” he said in an interview

Sohmen was conmmenti ng on Mal aysi a's forei gn exchange control s, which he
descri bed as a "uni que sol ution for a uni que environnment."

Founded in 1967, the PBEC, which includes nore than 1,200 of the
region's nost dynam c and i nportant conpani es, currently has menber
committees in various countries including Mal aysi a, Russia, the US and
Australi a.

Dr Mahat hir announced on Tuesday several "shocking" nmeasures to regain
nonet ary i ndependence.

Under the new nmeasures, fromGQCct 1, the ringgit can be traded only
within the country and those holding ringgit in overseas banks have been
asked to bring the ringgit back as it would no | onger be valid outside
Mal aysi a after the deadline

Bank Negara then pegged the ringgit to RM3.80 agai nst the US dollar
effective | ast Wednesday.

Bank Negara has al so gi ven an assurance that the rate woul d be changed
if there is any structural change in demand and supply.

Sohmen sai d Dr Mahathir exenplified the notion that a good | eader was
sonmeone who recogni sed the way forward, instead of wallowing in a
"psychol ogi cal downward spiral that resulted in a m ndset of gl obal doom"

"There i s no | eadershi p when everybody is sitting back thinking about
t he downsi de, " he said adding that this was the scenario in nany countries
in the region at the noment.

Sohmen however cautioned t hat exchange control measures shoul d not be
viewed as the panacea for all ills.

"I't should not set the trend, because exchange controls are
interventionist in nature and can best be descri bed as nedicine fromthe
poi son cupboard. "

Drawi ng an anal ogy wi t h chenot herapy, which kills the healthy as well as
the sick cells, Sohnen said such controls should only be viewed as a short
termrenedy.

"Li ke chenmot herapy, if used to treat a patient toolong it will kill the
patient," he said. Forei gn exchange control s such as those i nposed by
Mal aysi a i nhibited free trade.

Sohrmen added t hat such measures went agai nst the grain of an
organi sation |li ke the PBEC, dedi cated to expanding trade and i nvestnment by
fostering open markets.

Sohnen cited Hong Kong's intervention in the stock narket as an exanpl e
of a "plan not thought of well enough".

"Hong Kong still had other alternatives |ike accepting high interest
rates and i ntroduci ng adm ni strative rules to reduce the potential for
specul ative attacks," he said.

Mal aysi a, on the other hand, nust be commended for goi ng down t he road
of foreign exchange control as it had tried "many different
prescriptions".



"Dr Mahathir took the best option available. It was clearly a ganbl e but
what ot her alternative was there," he asked. At | east Dr Mahathir took the
initiative to do sonethi ng where ot her Asi an | eaders were doi ng not hi ng,
he said.

On how I ong the system shoul d be inpl enmented, Sohnmen said that as soon
as the systemwas seen to be effective it should "be rid of" or the
negatives of the systemwoul d take over.

"Wth the present neasures, Malaysia is cuttingitself fromthe
mai ntream So far so good however, as the initial indications are that the
control s have been accepted not only by the | ocal financial community but
the international financial comunity as well," he said.

Mal aysi a he said had "bought itself sone breathing space” and with the
reduction in interest rates, Mal aysia was on the way to "reflating the

econony. " (B
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