10 MAY 1999

MAHANI SLAMS ' THE ECONOM ST FOR | TS | NCONSI STENCY

KUALA LUMPUR, May 10 (Bername) -- A Mal aysi an academni ci an today | ashed
out at "The Economist” for its inconsistency and that its recent series of
negative articles on the managenent of the Ml aysi an econony had shown a
perverse refusal to recognise a job well done, albeit with sone
i mperfections.

Uni versity Mal aya's associ ate professor of the Faculty of Econom cs and
Adnmini stration, Dr Mahani Zainal Abidin, said the article dated May 1, 1999
entitled "Mal aysia: The road | ess travelled," was full of contradictions
and i nconsi stent reasoning.

The article had inplied that Mal aysia's capital controls and fisca
stimulus initiatives were irrelevant since the Ml aysi an econony was bound
to recover anyway because of its strong fundanental s such as high savings
rate, relatively well-regul ated banks and robust exports.

"I found this conclusion anazing since earlier it had declared that the
Mal aysi an econony was not energing fromrecession but instead entering a
depressi on, because anong ot her things, our banks, awash with bad | oans,
were kept afloat by the governnment (Dr Mahat hir's Noxi ous Renedi es, Sept
26, 1998)," Dr Mahani said.

She said the "The Econom st" nissed the point when it clained that
capital controls had contributed very little to the recovery process.

Thi s was because the controls have been pivotal: extreme neasures to
deal with an extrene situation. "In the relative cal mthey provided,
domesti c confidence has recovered and we have restructured our banki ng and
corporate sectors," she said.

She added that Stanley Fisher, the first managi ng director of | M- has
commended these initiatives and Mal aysia was in a uni que position and has
skilfully applied capital controls.

The article had said that Malaysia's capital controls deserved little
credit for its econom c performance because they were applied so narrowy
and i nposed so belatedly that they have had little inpact.

To this Dr Mahani said,”l think it had m ssed the point on the purpose
of capital controls which it clains are irrel evant because they are
narrow y focussed. They have succeeded for exactly that same reason”

"They prevented volatile short-termcapital flows fromdestabilising
our relatively small economny, while not interfering with other nore val ued
capital movenent," she added.

On the article's assertion that the shadow | MF (I nternational Mnetary
Fund) policy followed by Ml aysia during the first phase of the crisis
hal ted the over expansion of credit, she said, what these neasures actually
did were to unnecessarily contract the Gross Donestic Product (CDP).

She said the standard | MF prescription, which has been handed out |ike
snake oil to rattled econonies in this region, was consi dered too harsh and
damagi ng. Even the | MF has conceded this.

The affected econom es now practised fiscal stinmulus and | ow interest
rates, policies adopted by Ml aysia nmuch earlier, she added.-- Bernana
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