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ECONOM C VVEAPONS USED TO RECCLONI SE NATI ONS: DR MAHATHI R

KUALA LUMPUR, June 18 (Bernama) -- Prinme Mnister Datuk Seri Dr
Mahat hi r Mohanmad has war ned agai nst western powers using effective economc
weapons by depreciating the value of currencies and shares to weaken target
countries, forcing these countries to submt to their w shes.

"The econom ¢ weapon of foreign powers is indeed potent and can by
itself defeat and recol oni se us. But when foreigners are supported and
ai ded by locals, especially government | eaders, the possibility of us being
recolonised is greater," he said during the presidential address at the
53rd UMNO General Assenbly here today.

He said the main effect of these weapons is to open up the country
unconditional ly and unrestrictively to the entry and exit of nodern Western
capitalists.

"The normal protection given to | ocal businesses must be wthdrawn so
t hat foreign businesses not only could take over fully | ocal businesses but
be able to set up banks and busi nesses that are 100 percent owned by them"
he sai d.

When the econony is under their control, they would attenpt to contro
politics as well, he said in highlighting the folly of dependi ng too nuch
on western powers as well as exposing the econony to full foreign
conpetition under the guise of globalisation and |iberalisation pronoted by
t hem

Dr Mahathir al so cautioned devel opi ng countries not to be taken in by
the inpressive portrayal of gl obalisation |leading to a borderless world
whi ch woul d only underm ne governnents to the detrinment of the people.

For instance, he said the Wrld Trade O gani sation (WO was expl oi ted
for the advancement of gl obalisation whereby capital investnent was used as
a bait to bring rapid devel opment to devel opi ng countires.

"They threatened to restrict the entry of goods from devel opi ng
countries or the New Industrialising Countries (NICs) if their (NIC s)
mar ket was not opened up for their goods and capital,” he said.

@Qullible countries then opened up their economes, he said, citing
Mal aysia which allowed its ringgit to be converted into an internationa
currency which could be freely traded but not realising the inpending
dangers.

Foreign capital investnent in the stock market was pronoted through
road shows in the devel oped countries with Malaysia and its traders
delighted to see the conposite index rise rapidly, higher than the true
val ue of their shares.

"For our traders, globalisation, a borderless world, appear attractive
and will bring unlinmted gains," he said, adding they failed to realise the
destructive forces of currency and stock market specul ators.

"There are tinmes when the value of the local currency is depreciated so
low it becones val uel ess,"” he said.

"As if depreciating the value of the currency is not enough, the new
westrn capitalists attacked and deval ued shares of those conpanies |isted
on the Kual a Lunmpur Stock Exchange.

"Through short selling, the shares of those conpanies will be depressed
to the | owest level," said Dr Mahathir

"I'n Mal aysia, the Finance Mnistry which at that tinme was |ed by an
I nternational Monetary Fund (I MF) fan, had worsened the conditions by
increasing interest rates effectively to 24 percent, thereby reducing the



nmoney i n conmercial banks, and by shortening the period under which | oans
becone non-perfornming fromsix nonths to three nonths," he said.

Al so, governnment spendi ng was reduced by 21 percent (and) because the
operating expenditure could not be reduced, allocations for devel opnent had
to be cut altogether, he said.

On the Cabinet's directive, the Prime Mnister said that statutory
reserves of banks were reduced to three percent so that banks could | oan
out noney.

Bank Negara followed this instruction but at the same tinme withdrewits
| oans to banks by the sane anount, as a result of which the Cabi net
directive to increase noney that could be | oaned out by banks was
i neffective.

The Treasury's action at that tine, inspired by the IM~, had virtually
halted all econonic activities and the governnent's revenues depl eted
because no business could profit.

Wth the governnent being desperate, many foreign observers predicted
that Mal aysia would be forced to seek | MF assi stance and accept its
conditions to open up its econony to enable foreigners to buy up cheaply
its ailing banks and conpani es.

However, the governnent could not borrow fromthe | MF because its
condi tions woul d prevent Ml aysia from achi eving the New Econom c Policy
(NEP) .

If the NEP objectives were obstructed, Ml aysia would face a maj or
probl em whi ch is bigger than the economc crisis, as the Mal ays and ot her
Bum puteras would revolt, riot, if they were to remain as workers in these
forei gn conpani es.

"W believe no Malaysian is willing to surrender the managenent of the
econony to foreigners. But, apparently there is a Malaysian, in fact our
| eader, who saw t he economic turnmoil as an opportunity to take over the
governnent," he added.

The foreign currency rogues, Dr Mahathir added, not only deliberately
destroy the econony for profit but put the blanme on the government for the
crisis when it is the same governnent that had successfully devel oped the
econony to the "tiger econony" |eague as it was called before July 1997.

Accusations of cronyism nepotism corruption and non-transparency that
were hurled were only excuses to bl ane the governnent and not thensel ves
(foreign currency rogues).

Dr Mahathir said he did not deny the fact that those practices did
exist in the country but they were not the cause for the deterioration of
t he econony. -- BERNAMA
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