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Soros takes a leaf fromDr Mahathir's econoni ¢ book

Har dev Kaur

SUPPORT for Mal aysia's sel ective capital controls and acknow edgnent of
their useful ness is beginning to surface fromthe nost unlikely sources,
sectors and individuals who initially led the battle cry against the
pol i ci es.

The | atest is fromone of the severest and nost vocal critics of Prine
M ni ster Datuk Seri Dr Mahat hir Mohamad, nanely currency specul ator George
Sor os.

In an interviewwi th BBC in London recently, the financial specul ator
said: "... He (Dr Mahathir) did quite well by inposing tenporary controls
during the crisis".

It is the sane Soros who, at the height of the Asian financial crisis,
had described the Prine Mnister's proposal as "a recipe for disaster" and
| abell ed Dr Mahathir as "a menance in his own country".

In 1997 when the Prinme M nister told his audi ence in Hong Kong of the
need to regulate the markets, Soros had responded that the suggestion was
"so inappropriate that it does not deserve serious consideration”

Soneone who brought the Bank of England to its feet in 1992 with his
specul ative activities is of late scathing in his criticismof free
mar kets and warns of the "dangers of unregul ated capitalismin the world
mar ket s" and of unregul ated currency markets which are "not al ways
rational ".

The specul ator recently | ost considerable sunms of nmoney and with his
flagshi p Quantum Fund brought to its knees by the "free and unregul at ed
market"” is nowin favour of regulating the markets. "The new market
fundanentalismis nore dangerous to the world than conmuni sm" Soros now
cl ai ms.

When Dr Mahat hir warned of the dangers of free markets... he was told
that he did not "understand econom cs" and that what he knew about
econom cs "could be witten on a stanp”.

Now t he very same policies that were criticised and Dr Mahathir who was
| abelled a "heretic" are said to be right all along. In fact, the Tinmes of
I ndi a suggests "Maybe it is tine to | ook at other econom c ideas of Dr
Mahat hir. "

The selective capital controls and the peg of the ringgit to the US
dollar were ainmed at insulating the donestic econony fromthe externa
instability, vagaries and specul ative forces.

Wi | e Mal aysia has no say or influence over the external hostile
environnment, it can insulate the donestic econony and stabilise it for the
benefit of its citizens, business community and entrepreneurs - both | oca
and foreign.

The controls al so "stopped the country al nost imediately fromsliding
into recession, which would be socially unstable and econonically nore
difficult to recover fronm - sonething that sone of Ml aysia's nei ghbours
who turned to the International Mnetary Fund (I MF) for help are now
real i sing.

Currency markets are not always rational and inherently unstable. By
Soros' own admi ssion "markets cannot be left to correct their own nistakes
as they (the narkets) are likely to over-react and to behave in an
i ndi scrim nate nanner".

The unregul ated narket gives rise to noral hazard in addition to causing
untold m sery, destroying econonies and the livelihood of the poor in



devel opi ng countri es.

Even so Mal aysia was criticised for the unorthodox policies designed to
safeguard its citizens and econony and the Government accused of turning
i nwards and novi ng agai nst the growing tide of free trade and
gl obal i sati on.

But Soros, the financial speculator, now argues that nmarkets are
i nherently unstabl e and cannot be expected to meet social needs, and
stresses the need for government intervention - sonething that Ml aysi a
has advocated, stressed and judiciously inplemented at the height of the
crisis.

It is now acknow edged t hat unl ess the world gave power to
authorities to deal with global instabilities, it was understandabl e that
countries would want to insulate thenselves froma sonetinmes irrationa
gl obal currency market".

Soros now stresses: "You can't blanme countries for protecting
t hensel ves." The Mal aysi an Governnent was doing just that with its
"unort hodox policies and homegrown renedi es".

Even US Federal Reserve chairman Alan Greenspan's focus and priority is
the donestic US econony. Wiy shoul d anyone expect devel opi ng countries
i ke Mal aysia, their governnents and el ected | eaders to act differently
other than in the interest of their donmestic economes and citizens?

After alnost two years Malaysia's nost vocal critics, such as Soros, are
now coming round to adnit that the policies the country adopted and
i mpl emrented were right all al ong.

M Joseph E. Stiglitz, former senior vice president of the Wrld Bank,
has described the selective capital controls as "an anti-specul ative, hot
nmoney nove" and not "an anti-foreign capital nove".

Certainly, Dr Mahathir who took the flak fromthe internationa
community for being "a heretic" and was told that he did not understand
econom c¢s and what he knew about economics could be witten on a stanp
must feel vindicated.

I nstead of being "a recipe for disaster", the policies hel ped "purchase
i nsurance" for the country against turmoil and provided a stable
envi ronnment for action.

Wth results of the policies clearly evident, The Tinmes of India says
the world should take a | eaf fromDr Mahathir's book of econom c policies.
Soros is doing just that!
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