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d obal i sation and snart partnership

IFthe risk and destruction of free capital flows and currency tradi ng are
mani f estati ons of a borderless world, is there any reason, asks Dat uk Seri
Dr Mahat hir Mohamad, as to why devel opi ng countries shoul d accept
gl obal i sati on unquesti oni ngly?
According to the great thinkers and i deol ogi sts of the Wst,
gl obal i sation i s about breaking down national boundaries as barriers to
the fl ow of capital and goods to wherever they can nake the nost profit.
Since capital and practically all the goods bel ong to the devel oped and
the rich, the opening of borders rmust result in the poor having to accept
i nfl ows of everything fromcapital to manufactured goods and even servi ces
fromthe rich. The result nust be massive outflows of whatever foreign
exchange the poor countries have

Still it | ooked good at first as capital inflows hel ped the setting up
of industries and boosted the | ocal stock market.
Jobs were created in | arge nunbers and earnings at all |evels increased

The econony grew for sonme and i nports coul d be paid for

Export-oriented forei gn-owned i ndustries hel ped to earn needed foreign
exchange to pay for inports.

Devel opi ng countries which accepted the free i nfl ow of capital and goods
grew and prosper ed.

Nationalistic countries which had jeal ously protected their markets were
per suaded to open up.

Thus Sout heast Asi a achi eved high growth due to opening up their
countries to foreign capital, goods and servi ces.

But certain restrictions were naintained in order to allowl oca
conpani es to energe and grow al ong with the countries' prosperity. Banking
in particular was confined | argely to nationals.

These mi nor restrictions coupled with what appeared to be i nefficient
Governments prevented the foreign capitalists fromexploitingto the ful
the potentials and wealth of these countries. They felt that these were
irritants which nust be got rid off.

Destroying in order to rebuild is of course not a newidea. Phoenix is
supposed to rise fromthe ashes.

If prosperity did not result inthe newy industrialising mddleincome
countries recognisingtheir faults and taking corrective nmeasures coul d
not a downturn and econom c turnoil awaken themto the need for change and
for refornms in their Governments and their practices.

Destroying i s al ways easi er than building or creating. Inthis instance
it was necessary only to pull out the capital and the economni es woul d
col | apse.

If an inflow of capital could build econom es an outflow especially a
rapid outflow can be expected to destroy them

And so borderl ess capital was pulled out. Mdre than that through
currency tradi ng noney was deval ued so that the countries are left with
practically usel ess noney which could pay only for a fraction of the
needed i nports.

The result was unprecedented - rapid recession and economic turnoil. The
peopl e becane rest| ess especi al |l y when effici ent propaganda machi nes of
the currency and mar ket mani pul ators convi nced themthat their problens
were due to their Governnents being corrupt, non-transparent and given to
nepoti smand cronyism



Accordi ngly the people should agitate for reformnms which nust |ead
t owar ds openi ng up the countries tothe totally free fl ows of capital

There shoul d be no nore restrictions of any kind. Local considerations
nmust be ignored.

If the Governnents refuse then they shoul d be overthrown and repl aced by
Governments nore willing to adopt the practice of allowing for free fl ows
of capital and goods, i.e. to globalisation.

The econom es of East Asia were all but destroyed through currency
deval uati on and st ock-nmarket mani pul ati ons.

Banks were forced to cl ose and those which coul d remai n open suffered
runs and becane nori bund with huge non-performng | oans.

The busi nesses | ost nmarket capitalisation as their share plummeted and
they could not neet margin calls.

Deprived of credit their busi nesses grounded to a standstill. Many went
bankrupt and where the International Monetary Fund had forced open the
mar ket , many good busi nesses and banks were sold literally for a song to
foreign predators

When a currency i s deval ued and share prices depressed, in terns of
forei gn currency everything including shares and properties becone
extrenely cheap for foreign buyers.

The Mal aysi an ringgit was deval ued by al nost 50 per cent which reduced
Mal aysi an shares to half their price interns of the US dollar

When the share prices went down by 90 per cent the share value in
foreign currency is reduced to five per cent of the original val ue.

Thus foreigners with dollars can snap up these formerly good conpani es
for just five per cent of their price if they are allowed to.

When busi nesses fail the Government gets no revenue. The Governnent will
have to borrow.

The IMF will Iend but with conditions which will in effect result in
total foreign control of the econony.

If a country refuses to accept | M- |l oans and conditions and tries to
borrow foreign currency fromthe market the rating agencies would
downgr ade the country rating so that interest would be so high as to nmake
forei gn borrow ng sui ci dal

Al'l Governnents subsi di se businesses if for nothing el se to reduce the
cost of living for the people.

The I MF directs that subsidies must be renoved. At a tinme when people
have | ost their jobs and i ncomes, renoval of subsidies is cruel

But the countries indebted to the | M- nust conply or the prom sed | oans
woul d not be nade avail abl e.

The direct result of the renoval of subsidies was to agitate the people
and precipitate riots, looting, raping and murder.

In the end the Government is overthrown and a nore conpl i ant Gover nment
put in place. But the problemis not resolved, certainly not inmredi ately.
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