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Be on guard agai nst changi ng tunes of foreign Press, analysts

Tan Sri Ranmon Navar at nam
MOST Mal aysi ans ar e upbeat about the econom c recovery that i s under way.

The i ncreasing positive reports fromforeign anal ysts and t he enhanced
donesti c econoni ¢ and stock market performance have strengthened our
confidence in the econom c recovery.

However, we have to guard agai nst the changi ng tunes of the foreign mass
medi a and financi al anal ysts. W have to counter their agenda by
fortifying our economi c strength and recovery.

When the econonic and financial crisis hit Asia in md-1997, nost
Western critics were quick to point out that it was due to Asia's
m st akes.

They sai d Asi an econom es were weakened by corruption and cronyi sm That
was the tune of the day.

Then the Long- Term Capital Management fiasco occurred in the United
States itself. It had to be bailed out by a whole | ot of Anerican
financial cronies on the advice of the US Federal Reserve chairman Al an
G eenspan. The Anericans t hen becane enbarrassed and softened their
criticismand cynical view of Asian bailouts.

But the foreign analysts still persisted in attributing massive
corruption as the cause of the Asian economc crisis. Then the whol e
Conmi ssi on of the European Union resigned en bl oc over charges of
wi despread corruption

That further muffled their criticismof Asian corruption for sonme tine

Al'l the while, however, the highly disruptive effect of unregul ated
volatile short-termcapital or hot noney was hardly mentioned as the nost
i mportant cause of the Asian currency and econonic crisis. This reflects
their doubl e standard and di storted sense of justice and fair play.

But nowthey are playing a second tinme. The rich industrial countries
now want the devel opi ng countries to open up their economni es even nore, so
as to maintain and rai se their high and wasteful standard of Iiving.

The new war cry nowis to have a newround of World Trade Organi sati on
negoti ati ons. They want to get nore concessions fromdevel opi ng countries
to reduce tariffs and other protective policies, in order that the
i ndustrial countries can penetrate deeper into the markets of devel opi ng
countries, and dom nate their econom es.

Hence, European Union's Trade Conmi ssioner Sir Leon Brittan has suddenly
becone positive about Asia. The earlier negative criticismis replaced
wi th confidence that Asian econonmi es will bounce back. The recovery, it is
argued, wi || be accelerated only if Asian econom es "liberalise at a
faster pace" through the acceptance of a proposed new round of
negotiations in the Worl d Trade Organi sati on.

The Eur opean Uni on argues that the recent econonmic crisis should not
"l ead to t he abandonnment of policies that served well in the past".

It is obviously referring to the policies of liberalisationin trade and
finance. But what about the extensive |liberalisationthat took place in
Asiain particular, inthe financial institution and service sectors?
After all, it is this extensive Asian liberalisation in trade and finance
t hat caused nmassive i nfl ows and sudden outfl ows of volatile hot noney,

t hat severely danaged the currenci es, stock markets and econoni es of Asi a,
Brazil and Russia, and other economies in the Third Worl d.

But nost Western Governnents and economists still do not admit that

t heir hot noney and hedge funds caused the crisis. They cover their guilt



by bl am ng others of corruption and even human rights viol ati ons.

Now, there is a third new tune being played. Anerican econoni st Fred
Ber gst en has even war ned t hat devel opi ng countries nust rapidly liberalise
and open their markets to the US and other industrialised countries.

O herwise, the USwould itself closeits narkets to the devel opi ng worl d!
If this is not intimdation and blackmail then what is it? These are the
bul lying tactics that the world resents.

The sanme song i s being sung, as if through conspiracy, by the Wrl d Bank
and the | M. The Worl d Bank Conference i n Bangkok in April 1999 stressed
the need for greater corporate restructuring to hasten the Asian economic
recovery.

But the Wrld Bank and the I MF play down the vital need to expedite
international financial reforns. Instead, the IMFstill triestojustify
its destructive policies.

What is the use of undertaking donestic econonic reforns if
international short-termcapital fromrich countries can underm ne al nost
overnight all the constructive policies and corporate restructuring that
may be adopt ed by devel opi ng countries?

In fact, it's the Wrld Bank and especially the | M- that nust be
restructured first. If the | MF were a corporation, managi ng di rector
M chel Candessus woul d have been forced to resign for the failures of the
IMF in Asia, Russia and Brazil

However, we can't afford to wait till sone i ndustrialised countries
change their tunes further for our benefit. They won't, unless it affects
their own interests. W have to get on with our own endeavours to sustain
our econom c recovery regardl ess of sone Western opposition. Thus, the
md-termreview of the Seventh Mal aysia Plan is hel pful and wel cone at
this tine.

The revi ew very professionally assessed the achi evenents of 1996-1998
and revi ewed t he economni ¢ prospects for the Plan's renai ni ng year 1999-
2000.

The assessnment of overall perfornmance shows that instead of achieving
the original target of eight per cent yearly growh for the whol e pl an, we
will probably attain only three per cent growth per annum This is mainly
because of the economic crisis that hit Ml aysia causing the growth rate
to slunp to mnus 6.7 per cent in 1998.

But even the three per cent growth estinmated for 1999-2000 rmay not be
achieved as it envisages a grow h of one per cent in 1999 and a high five
per cent in 2000! We cannot take rapid recovery for granted.

The mai n engine of growh is to be provided by the public sector and not
the private sector. This is a reversal of past policies because the
private sector has lost its nerve and its steamafter the crisis. The
private sector nmust showthat it can be nore i nnovative and efficient.

The private sector, however, will gain fromthe nmassive increase in the
Governnent's financial allocations of RV2 billion over the original
amount of RMB7.5 billion, for devel opment projects.

But i f the Governnment's i npl enentation capacity cannot nove fast enough
the private sector too will be unable to utilise these additiona
resources for the building of newinfrastructure in agriculture,
transport, housing, etc.

Al t hough the reviewis well witten and presented, there i s nothi ng new
interns of policy directions. It mainly refines old policies and
hopef ul | y adopts nore proactive i npl enentation. It woul d have been better
however, if there were nore policy changes to speed up econonic recovery.

The Governnment's admini strative and i npl enentati on policies and
procedures nmust be changed fast, otherwise there will be |l arge shortfalls
inthe expenditure of these huge all ocation of funds. Then the growth rate



of five per cent estimated for 2000 will not be attained and the overall
grow h target of three per cent for the whole Seventh Plan will be nissed
by a | ong shot. But the urgency in adm nistrative reforns seens to be

I acki ng.

However, we cannot depend on the Governnent al one. Another way to speed
up econom ¢ recovery and achieve the nmid-termreviewtargets would be to
further attract foreign direct i nvestnents. Increased inflowof genui ne
short-terminvestment in the stock market will also help to spur corporate
expansi on and econoni ¢ growt h, al t hough we nust continue to resist the
i nfl ow of disruptive hot vol atile noney.

But for this to happen, the Governnent has to further relax the
selective capital controls introduced on Sept 1 | ast year.

W need not go back imediately to the status quo before the currency
crisis hit us in 1997, but we can gradually nove to the pre-1997 crisis,
as early as possible, but with definite safeguards agai nst attacks from
hedge funds.

After all, international reforns are al ready under way. The rich
i ndustrial countries may not be noving as fast as they need to or as
qui ckly as we want. But they have cone a | ong way since Prine Mnister
Dat uk Seri Dr Mahat hir Mohamad first called for financial reforns at the
Worl d Bank annual meeting in Hong Kong in 1997.

Thus, thisisthetine to relax nore of our sel ective exchange controls
inthe next fewnonths. The weak ringgit could al so be strengthened to
within a band of RM3.50 to 3.80 to one US dol | ar. The sooner the better,
inorder to attract nore foreign investnent, especially long-termcapital.

But the real challenge for the Mal aysi an econony will be in the nore
sensitive policy areas.

How do we further adjust the fine balance between striving for nore
ef ficiency and hi gher productivity and at the sane ti me achi eving t he
goal s of the National Devel opment Policy, as proposed by the mid-term
revi ew?

The reviewains to "address falling productivity, lowcapital efficiency
and inflationary pressures, while new sources of growth will be
identified".

How are these objectives to be achieved if we are not able at the sane
time to open the econony to nore conpetition wthin our country? Unl ess we
rel ax the neasures taken to protect the econony, we cannot expect to raise
our levels of conpetition and efficiency inthe short termof the Seventh
or even Ei ghth Ml aysi a Pl an.

VW will also have to open up our economy at a faster pace to
i nternational conpetition, at |east during the Ei ghth Mal aysia Plan 2001-
2005, if Malaysia is to becone even nore productive and efficient.

Sat urday was Workers' Day and it was appropriate that our unions
rededi cat ed t hensel ves t o achi evi ng hi gher standards of productivity, so
that we can conpete nore effectively in the challenging times ahead.

It is also proposed that it may not be necessary to produce such
detailed mid-termreviewin future. The time and resources invested inits
preparation coul d be used for other priority areas of policy fornul ation.

Instead, a shorter reviewin the formof a Wite Paper coul d be
presented to Parlianent.

We are definitely on the road to econonic recovery. But we have to be
vigilant and counter negative foreign views and our own | apses in
i mpl enenting the md-termreviewinvestnent programe.

We al so have to attract nore genuine foreign investnent, and gradual ly
rel ax sonme of our restrictive economc policies, inorder to drive faster
towards full econom c recovery.

( END)
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