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Economi cs guru who “presented' his own i gnorance

Tan Sri Li m Kok W ng

ACADEM C f reedomi s supposed to be treasured universally. The inplication
i s that academ c researchers work better at di scovering newi nsights,

wi t hout fear or favour, when they are free of vested interests that could
cloud their mnds or colour their judgenents.

Take Prof essor Paul Krugman of the Massachusetts Institute of
Technol ogy, who was in Kual a Lunmpur | ast week to tal k on the aftermath of
the regi onal econom c crises

He was supposed to be a "guru” on the subject, since he had witten
di sm ssively of the supposed mracle of East Asia's growh five years ago.

But when he made his presentation in Kuala Lunmpur | ast week, he said
very little and was evasi ve when faced wi th questions on the subject.

He avoi ded key questions, and in trying to excuse his inattentiveness,
kept saying he was "still on Boston tine".

Then, when addressi ng anxi eti es about possible US efforts to control or
i nfluence this region, Krugman di sm ssed the t hought sinply by saying
"you' re giving Washi ngton too nuch credit" and "they're not so well
or gani sed".

While this did not help to heighten regional vigilance, it allowed him
to avoi d answeri ng nore questi ons.

Despite his firmstatenents, throughout both speaki ng sessions | ast
Friday, he showed he knew very little about South-East Asia.

To make it worse, he was not prepared to | earn what he did not know.

Krugman referred to the US governnent's failure to understand Sout h- East
Asia since it looks at this region only through the I ens of Latin America,
a region Washington is nore famliar wth.

Whet her or not it is true of the US government, it is certainly true of
Krugnan t he renowned academi c.

Wien he was asked point-blank i n Kual a Lunpur how he got his information
on this region, he hesitated.

He finally reveal ed he got his informati on fromDow Jones and a few
Western newsw re services

But then, so do a |ot of |aynmen when they read a copy of, say, the Far
Eastern Economi ¢ Revi ew or even a | ocal newspaper.

Much nmore i nformation i s avail able when they log onto the I nternet.

Surely, a worl d-famous professor shoul d know nore, or at | east work
harder than that in trying to know nore?

I'n Kual a Lunmpur, he said even | ess as an obj ecti ve observer and a
pr of essi onal anal yst.

H's main thene today is just as negative as it was in 1994, when he
publ i shed his essay The Myth of Asia's Mracle.

G ven his relative ignorance of this region, and of Malaysia's policies
in particular, what basis does he have for dispensing his negative
r eadi ngs?

And given his lack of in-depth know edge of Mal aysi an policies, what
does he do?

Far fromavoiding definite statenents on the matter, he unabashedly
proceeds to say that capital controls are irrelevant, that they were
probabl y unnecessary, and that they cane too | ate anyway.

D d he know all that fromreadi ng sonebody's conments in a regi onal news
magazi ne?

Nonet hel ess, he had no choice but to adnmt the obvious - that Malaysia's



limted exchange controls were not as bad as the critics initially
t hought .

Yet he insists the sooner the controls are renoved, the better

He had said earlier that if such controls were i nposed i n Mal aysi a, they
shoul d not stay for nore than three years.

How did he arrive at that particul ar period of three years? He di d not
expl ain that, anmong many ot her crucial issues.

Nor di d he specify which aspect of Malaysia's controls were
"unnecessary" or "irrelevant"”.

For an econonic specialist to be so vague and yet be so strongly
critical of the controls smacks of professional irresponsibility.

At Friday's initial dialogue session, Prine Mnister Datuk Seri Dr
Mahat hi r Mohanad had sai d that while Mal aysia coul d accomuodat e
specul ation, it was not in a position to accept mani pul ati on

Krugman avoi ded di scussi on of the i ssue altogether

Anong t he many questions Krugnan al so failed to address is this:

Since the other badly affected countries in Asia sought | M- help to
stage a recovery, howelseif not with capital controls does one explain
Mal aysi a' s recovery since it received not one cent in | M aid?

And given the short-selling of the ringgit that was hurting the econony,
only an ignoramus woul d deny the need for exchange controls.

Krugman shoul d consider this as well:

Anong all the countries in South-Asia, Deutsche Bank recently found
Mal aysi a to be the npst successful in nmaking a recovery.

The bank's chi ef econom st, Prof Norbert Walter, said South Korea and
Mal aysi a ranked as the countries in Asia naking the nbst progress.

Apart fromavoiding all these realities, Krugman al so negl ects the fact
that unlike other badly-hit econonmies in Asia, Malaysia did not have to
pay the high social costs of mass unenpl oynent and street riots.

I's this not sonmething that careful academ c observers are supposed to
spot ?

For Mal aysia in particular, his goal is to see exchange controls lifted
as soon as possi bl e.

Does Krugman have an agenda of his own? His presentation and witings
clearly suggest that he has.

He wants countries in the region to practice nore "transparency” but is
unprepared to consider it inthe United States itself, or in the
i nternational financial architecture.

He i s unconcerned that the position he had adopted i s one of bl atant
doubl e- st andar ds.

It is unfeeling, uncaring and unknow ng economi sts |i ke hi mwho nmake up
deaf, dunb and blind policies such as those of the | M-, causing mllions
of innocent people to suffer unnecessary m sery.
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