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Tackl i ng probl ens net hodi cal |y

Dr Mahat hir Mhanmad

I AM much saddened by what has happened to M Cobuchi. | think of himas a
good friend of Ml aysia and al so personally. He has succeeded in steering
Japan through difficult tines nore than was expected of himby nost people
when he was appointed Prine M nister.

He has al ways been able to use his advisers well and that is an
essential quality of a good |eader. | regret very nuch that he is not
going to be able to represent Japan at the G 8 in Cki nawa.

| amsure he would be very supportive of Asean and the other countries
of the Sout h.

| attended the G7/7 Sunmit in Havana, Cuba, in April. Ideologies are no
| onger inportant to these countries. They all want their nations to be
nore prosperous. Al the figures showthat over the years, the world's
devel opi ng nati ons have been getting poorer.

Commodity prices have gone down and nore commpdities have to be sold by
themto buy the sane anmpunt of manufactured goods. The goods that they
want have risen in price higher and faster than the rise in price of their
comuodi ti es.

| always believe that if you enrich people, you will becone richer
yoursel f. For exanple, when Japan invests in Ml aysia, we becane nore
prosperous and we buy nore from Japan thus further enriching Japan. \Wen
you i nmpoverish peopl e you destroy your markets.

During the G/7 neeting of the "South" countries in Cuba, | proposed that
the resolutions be transmitted to the G/ as well as the decision that the
G77 woul d not consider any decision by the G7 if the views of the south
are not taken into consideration.

There was no suggestion that a representative of the G/7 should sit in
the deliberations of the G7/. Some people think that |I nmust be working
under trenmendous stress. Cbviously running any country inmposes a | ot of
stress. Some peopl e can handl e stress better than others.

I think I have an average capacity to work under stress. That it affects
me is shown by the heart attack | had in 1989, when | had to be operated
on. However | was told that | should not make any deci si on about
retirenment inmediately after the operation because | was under sone post-
operative stress.

I amglad | nade no decision about retirement at that tine. Now | fee
capabl e of carrying on and I do not really feel too nuch under tension.
have al ways been able to relax and find sl eeping easy. Wile flying or
whil e being driven to any destination | woul d doze off and this hel ps nme
to recover ny strength, both physical and nental.

| always snatch a short sleep after lunch while sitting in a confortable
chair. Wen currency controls were introduced in Septenber 1998, and then
the former Deputy Prinme Mnister was renoved and charged in court, |
naturally experienced a | ot of tension. But the el ection proved that the

majority of the people are still with the Governnent.
Al t hough | was convinced that we were right about the controls, there
was still a possibility of failure. If we failed, it would damage t he

whol e country and the people. But it turned out that we were right.

On many occasi ons we have to nake radi cal decisions, and we have proven
to be right. You have to be convinced that you are right before you can
make a deci sion. The tension would not be as great as when you are not
certain that you are right. However | feel quite rel axed nost of the tine.



Li ke everyone else | do get sick but nothing so serious as to force ne to
retire.

I amable to tackle problenms methodically partly because of nmy nedica
trai ning. When you encounter some problem firstly you have to debate
wi thin yourself and see how t hings went wong. Then, you have to di scuss
it with others.

You have to exami ne every aspect of the problem You have to select a
group of people who are not afraid to criticise your ideas. In the case of
Mal aysia's currency crisis, we set up a Council - which we called the
Nat i onal Econom ¢ Action Counci l

The executive conmittee of this Council net every norning, and di scussed
the current situation in detail. W argued about how to tackle the
probl ens. Currency controls was ny second idea. My first idea which was
rejected was to increase the incone of everybody and rai se the prices of
everything in order to neutralise the deval uation.

If the value of the currency fell by 100 per cent in terms of exchange
rate then we raise incone by 100 per cent. This would result in the
pur chasi ng power remaining the same.

But such action has a |ot of side effects. Wile it will help people's
ability to buy inports, inflation may become uncontroll able. There are so
many t hings that we cannot predict. My coll eagues shot down the plan. So
had to think of other ideas.

W studi ed currency managenent in China, Chile, and sone other
countries. The Mal aysi an Ringgit had been made freely convertible, which
means that currency traders can buy or borrowit freely and indulge in
specul ati on.

The result is fluctuations in the exchange rate. A fixed rate can only
be made if the currency cannot be traded. Since our exchange rate controls
we have di scovered that apart from China, Argentina and the Cari bbean
countries have fixed exchange rates; the Cari bbean for al nost 25 years.

We wonder why they are not as viciously attacked as we are for
controlling our exchange rate. In Mal aysia, we have been prudent in the
managenent of our finance. W did not borrow too nmuch. W did not use our
foreign reserves to defend our currency.

We also have lots of liquidity within the system although at one tinme
money was bei ng si phoned to Singapore. But when we announced that al
ringgit not repatriated within one nmonth will not be allowed into the
country at all, the noney canme back, since the noney woul d be usel ess
out si de.

There are many things that have to be done to tackl e econom c probl ens,
not just fixing exchange rates. As a Prinme Mnister one nust think of
solutions. Others will also think of possible solutions and come up with
ideas. If they come up with a good idea, one nmust be prepared to consi der
it.

Sinply because it isn't one's idea doesn't nmean that it is wong. The
only way to succeed is to be able to recognise ideas that are good. If as
the Prime Mnister | nmake the wong eval uation, and the ideas turn out to
be bad it will be ny responsibility. The ability to eval uate things, and
cone up with new ideas on your own is very inportant for |eaders.

A | eader has to be willing to face criticismand do everything that he
can to overcone problens. He has to care about the criticism If it has a
basis, it should be exam ned. But sonetines, people criticise just because
they don't like you.

Then, you have to reject such criticism You cannot be popular all the
time. Being criticised is part of the |life of a | eader. As a | eader you
are given responsibility by the people. | don't want to | eave nmy office
and hand over a country that is in a bad shape. Wen we want to devel op a



country we nmust accept the need to nake sacrifices. A nation has to
sacrifice alittle bit of its environnental quality in order to grow.

Pollution is basically due to poverty. If you are poor, you do only
those things that you can afford. If you want to clear a piece of |and,
the cheapest way is to burn the forest. There will be snoke and dust but
poor people have to put up with this.

It is the rich who conplain. Wen they are inconveni enced they don't
think of the problens of the poor. So, the solution to the environnmenta
problemis actually to enrich the people. In order to enrich the poor
peopl e, you nust be prepared to buy their products at a high price.

If they earn enough it will be easy for the Governnent to control the
trees that they cut. But if their tinmber is boycotted then they will burn
the forests in order to grow other crops. Then there will be pollution and
the forests will disappear.

Ri ch countries nmust not nake the poor countries poorer. |If you do they
will not be able to | ook after the environnent. Regardi ng poor countries
as the carbon sink of the rich is not the fairest thing to do. It is like
aski ng poor people to remmin poor so the rich can enjoy life.

Environnmentalists will criticise tinber |ogging conmpanies for naking
nmoney and bei ng responsi ble for depleting forest reserves. But they al so
create enpl oynent and pay wages to people who ot herwi se woul d have no
i ncome.

If you force the conpanies to cl ose down, then they will burn the forest
to grow other crops. You will lose tinber, you will have pollution, you
will |ose the carbon sinks.

Ri ch countries do not even think of these things. Fortunately for
Mal aysi a, we have other sources of inconme. Qur people are fully enpl oyed,
we don't have to burn our forests.

But in poorer countries, when tinber has no val ue and they want to
produce ot her crops, they burn their forests because that is the easiest
way to clear them Neighbours then have to suffer from haze.

In the long term the way to avoid this is to enrich the poor. The | east
that the world conmunity can do is to buy the products of poor countries
at hi gher prices. They can buy processed tinber and val ue-added ti nber, so
t hat peopl e can becone richer

O herwise they will pollute. The cause of the spread of Japanese
encephalitis in Mal aysia has not been fully determ ned. Sone peopl e
suggest that it may be due to destruction of the forests. But the di sease
is more prevalent in areas where there have been no forests. It is
fashi onable to bl ame deforestation for everything.

Asean organi sed the Environment M nisterial Meeting in Brunei |ast
mont h, which was called the Haze Sunmt. W tried to di scourage forest
burning. But it is not easy as people are poor.

And recently due to attacks on their currencies the Sout heast Asian
countries are even poorer. So they will continue to burn their forests to
clear the land for food crops.

| have been credited with some absurd ideas. It is worthwhile
renenbering that what was absurd before is comobnpl ace today. W use
vacuum cl eaners to suck in dust on the floor.

| thought that the same systemcould be used to suck in air polluted
with dust in order to filter it and expel the clean air fromthe opposite
end. Mal aysia has high hunidity and it seens to nme that if the clean air
that is about to be expelled is passed over cooling coils it would becone
drier and reduce sweating and disconfort.

No gi ant vacuumcleaner is required. A sinple ducted fan is all that is
necessary. Naturally it will not clean the whol e at nosphere. But | ocated
at heavily polluted street junctions it can help reduce the dust particles



and humidity in the surroundi ng area.

Apparently the Japanese conpany | spoke to did not think it was a good
idea. In the 21st century, technology will change the way of life of
people radically. During the Industrial Revolution, the |ives of people
changed.

I nst ead of working on farms, they went to work in the towns in very bad
surroundi ngs and live in poor conmpany houses. Now, we have new
technol ogi es, mainly communication technol ogy, i.e. faster novenent of
i nformati on, people and goods. These will also change the lives of people.

If you cannot handl e these changes, obviously you will not benefit from
them And poor people will be less able to handl e these changes. The early
industrialists in Britain produced cotton cloth cheaply, and they flooded
India withit.

I ndi an hand weavers went out of business. W fear that such things nmay
happen agai n. But they need not. Ml aysia industrialised by allow ng
foreign investors in. Poor countries can do this and they will gradually
| earn the new technol ogy. But the foreign investors nmust not take
everything for thensel ves. They nust | eave sonething for the locals and
hel p themto grow richer

When they are enriched they will be able to buy nore fromthe rich, and
the rich can becone even richer. At this noment I T is not doing that. E-
commerce conpanies by selling direct to the consunmers in the devel opi ng
countries will cut out the inporters, distributors, and retailers.

The consuners nay pay | ess but nany people will | ose their businesses
and workers their jobs. Jobl ess peopl e cannot buy cheap goods. And
CGovernnents will lose revenue. Only the Governnents of the rich countries
where the dot.com exporters are |located will collect capital gains and
cor porate taxes.

At the sane tine we are seeing nega nergers of banks, industries and
busi nesses. Wen the borders go down these huge corporations will nove
into the poor countries and swallow up all their conpani es and banks.

These huge corporations will be nore efficient, will probably pay better
wages. But they will dom nate the small countri es.

W have seen how the smal |l banana-grow ng countries have becone
subservient to the great banana pl antati ons owners from abroad.

Presently the lenders to the countries inpoverished by the deliberate
deval uation of their currencies have effectively used the | M- to dom nate
the countries of their clients. This is wong.

E- commerce shoul d benefit the poor as well as the rich. Ml aysia has set
up a body to study gl obalisation, |iberalisation and the borderless world.
We think it will have serious consequences for us. That is why we are
cautious. To cope we have created the Miltinedia Super Corridor. There is
not hi ng anywhere el se conparable to Malaysia's Miltinedia Super Corridor.
A special city will be built for it, which will have its own up-to-date
tel ecommuni cation infrastructure. W have created a good environment to
live in. Many privileges will be given to those who conme in and out of

t he

country to work here. W have attracted 30 world class foreign IT
conpanies as well as nearly 300 IT conpanies. A multi-nmedia university
wi |l produce the needed know edge workers.

We are devel opi ng Kual a Lunpur International Airport as a conmunications
hub. At the same tine we are building a new admi nistrative city, a snart
city. W are gradually noving into the new adm nistrative city, including
my office. These are our responses to the challenge of the I'T world.

As with our earlier industrialisation, we opened up our country to
foreign investors in IT. W hope to benefit fromthis strategy and
eventually to | earn enough about IT to use it ourselves for devel opi ng our



country.

We hope foreign investors, experts and entrepreneurs will cone to
Mal aysia to take advantage of our offer. They will gain nmuch but we will
gai n too.

That is our way, to share what we have with others and to benefit from
this sharing through the opportunities that we create. That should be the
way for globalisation and the new regine for the world' s econony and
fi nances.
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