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MALAYSI A- BHAGMATI
MALAYSI A RECOVERS BY SI DE- STEPPI NG | M- ' KI LLER HANDSHAKE'

SI NGAPORE, May 20 (Bernama) -- Renowned economics professor Jagdi sh
Bhagwati sai d Mal aysia's econony is recovering nicely because it had
avoi ded the "killer handshake" of the International Mnetary Fund (1 M)
during the Asian crisis.

"Mbst people would agree now that the first set of Internationa
Monet ary Fund policies was excessively deflationary for Asia. Mahathir's
policies worked wel |l because they nmade hi mescape the handshake that woul d
have killed him" he said in a | ecture here yesterday.

The Straits Tines reported Bhagwati as saying that Ml aysia was
recovering not because of its capital controls but because by going its own
way, it avoided the I M "killer handshake".

Mal aysia and its Prime Mnister Datuk Seri Dr Mahathir Mhanmad were
vilified internationally when it chose to introduce sel ective capital
controls in Septenber 1998 to curb rapid capital flows and specul ati on on
its currency.

"I't has now vindicated itself," said Bhagwati, professor of econonics
and political science at Col unbia University, whose students had incl uded
econom st Paul Krugman and United States' Treasury Secretary Law ence
Sumnrer s.

Drawi ng attention to the flak Mal aysia recei ved because of its capital
controls, Bhagawi said countries which had chosen the liberalisation path
| eave at their peril

"You join the mafia, that's one thing - it's a very inportant decision.
But if you want to | eave, that's even worse. You can't go up to M Ganbi no
and say, "I want to leave.' You leave in a coffin,"” said Bhagwati .

That was why he advised India not to rush and abandon its capital
controls because a U-turn | ater would be difficult.

Bhagwati al so di smi ssed Krugnman's argunent that the Asian econom ¢
mracle was a mrage conjured up by huge capital investnents.

He said that the growmh enjoyed by the Asian tigers was "an
off-the-chart miracle" and the countries did well because they were
export-oriented.

"Once growth comes through exports, there is no pressure on bal ance of
paynments, which nmeans you can inport a |l ot of technol ogy which then creates
productivity and raises literacy," he said.

Bhagwati was optim stic that the Asian mracle would get back on
cour se.

"Maybe we won't go back to the 10 percent or double digit growh but
seven or eight or nine percent is possible. | think the optimsmis
justified," he said. -- BERNAMVA
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