22 JAN 1999
Mahat hi r - Def |l ati on
MALAYSI A MJUST BE PREPARED FOR WORLDW DE DEFLATI ON, SAYS PM

KUALA LUMPUR, Jan 22 (Bername) -- Ml aysia, which has been able to
manage the financial turmoil fairly well, nust also be prepared for a
possi bl e worl dwi de deflation, Prine Mnister Datuk Seri Dr Mahat hir Mhamad
sai d tonight.

He said since there was a high possibility of a worldw de depression in
the future, Malaysia nmust insure itself against it.

Speaki ng at the launching of the 50th anniversary | ogo of the American
I nternati onal Assurance (Al A) here, Dr Mahathir said: "When the bubble
bursts we cannot hel p but be affected. So our problens are far fromover.

"They (commentators) say it woul d not happen. But they have been w ong
many tines before. And they can be wong again."

Dr Mahathir, however, said if the expected deflation did not take
pl ace, there would certainly be other chall enges.

But he said that Ml aysians were great savers, disciplined and a
har d-wor ki ng |1 ot who thought that their well-being and their country was
their responsibility.

"W have to continue with these habits and cultural traits," Dr
Mahat hi r sai d.

Besi des defl ation, one of the chall enges which Ml aysia may face was
the nuch tal ked-about gl obalisation or a borderl ess world, he said.

"Wt are getting ready to open up our borders. But we are not getting
ready to handle the problens that will conme with opening borders,"” he said.

According to the prime mnister, Ml aysia had a foretaste of
gl obal i sati on when capital was pulled out fromthe country and the ringgit
was deval ued.

"We did not anticipate that and we were therefore unprepared to dea
with these abuses of the free flow of capital. W have been fortunate in
being able to contain these activities eventually,” Dr Mahathir said.

G obalisation can also be good if it was regulated just as capital
fl ows can be good if regul ated, he said.

"We shoul d wel cone gl obalisation but we nust ensure that it will not be
open to abuses, " he said.

Dr Mahathir noted that the rich had been maki ng preparations to take
advant age of gl obalisati on where huge banks, industries and utilities were
bei ng formed through mergers and acqui sitions.

He said that each of these corporate giants was bigger than nost of the
devel opi ng countries and there was w t hout doubt that these giants wanted
to nmonopolise the field that they were in.

"The tiny banks, industries and utilities in the devel oping countries
will be swall owed up by themonce the borders are down. |In any case, it
wi Il not be possible to conpete with these giants," he said.

Dr Mahathir said that when such a situation occurred, governments
cannot protect these smaller conpanies as the protection of businesses
owned by nationals would be | abelled cronyi smand nepotism

"Only foreign takeovers will be free of such accusations. Eventually,
the foreign giants will take everything. The conpetition will be between
them We will all work for them" he said.

Dr Mahat hir said al though Mal aysi a wel coned gl obal i sati on,
deregul ation, |iberalisation and borderl essness, the country must know what
all the nergers and acquisitions and the consolidation of the foreign
corporate giants were all about.



"Are they preparing for a world invasion, for worl d-w de nonopolies,
for econom c hegenony?" he asked. "If they are and it |looks as if they are,
then if we cannot halt them we must appeal for tine. Please don't use the
I M (International Monetary Fund) to prise open our markets to pick up
things on the cheap,” he said.

"Don't accuse us of cronyismif we try to protect our people fromthese
predatory giants. It is our right to defend oursel ves and our
i ndependence, " he sai d.

Thi s was because Ml aysi ans did not fight for independence only to be
tranpl ed under and made wor ker bees to foreign queen bees, he said.

At the function, Dr Mahathir praised AlA for being a good corporate
citizen as it has invested nost of its earnings in Mlaysia.

"It is a partner and not a foreign exploiter,” he said.
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