09/ 06/ 2001
Dr Mahathir calls for creation of international currency

Nur ai na Samad i n Tokyo

PRI ME M ni ster Datuk Seri Dr Mahathir Mhamad has called for the creation
of an international currency which belongs to no one country and whi ch can
be used for paynment of all international trade

He said earnings in this currency should be i mediately deposited with a
nation's central bank, and |l ocal currency issued for |ocal transactions.

Rat es of exchange, he added, should be based on this one currency
transaction while the reserves nust be held in this international currency
only and not a basket of currencies.

Dr Mahathir said this in his keynote address at the Seventh N kke
I nternational Conference on the Future O Asia "Beyond d obalisnt at the
| rperi al Hotel yesterday.

The annual conference, organi sed by the Japanese nedi a group, N hon
Kei zei Shi nbun, was attended by anbng ot hers, academ ci ans and
journalists.

The Prime M nister said currenci es nmust never be traded as commodities
and should there be a need to deval ue against this international currency,
a panel of central banks and the International Bank shoul d determ ne the
proper exchange rate.

"No country should dom nate international finance and comerce," he
sai d.

Dr Mahathir al so suggested that in the financial systemof a gl obalised
worl d which is now confined to a free flow of capital, those who profit
fromsuch fl ows nmust be prepared to pay a gl obal |evy based on the GDP of
nati ons.

He said the I evy should be for the building of needed infrastructure by
i nternational constructors.

He suggested that subcontracts and supplies should come fromlocals
whi |l e the benefits woul d obviously be evenly distributed.

"The infrastructure built will enable products to be exported and
inmported at |lower cost. Wirld trade will certainly grow and poverty
eradi cated,” he said.

But he doubted that the rich would "take kindly to this idea" and added
that if they expected that the poor should al ways accept ideas which
benefited the rich, then the rich should al so be prepared to accept ideas
whi ch benefited the poor, especially when the rich would benefit as well.

Dr Mahathir said gl obalisation was a great idea whose tine had come but
"already it has started on the wrong foot".

He said currency mani pul ati ons across borders and the econom ¢ and
financi al catastrophes such as those in Orange County, in Brazil, in
Mexi co, in Russia and of course in East Asia which followed this
particul ar nmani festation of globalisation did not augur well for the
future of globalisation. "The victins are told it is free trade and
therefore it nust be good."

Dr Mahathir said in the free market which operates by defeating
conpetition, players nust be strong and ruthless to do this well and in
this process there were "the nergers of giants and the nergers of the
merged gi ants".

He warned that the world would be badly served by nonopolistic giants
"which may gang up in order to be even nore powerful" and render
governnents powerless to control them

Dr Mahathir said the world beyond gl obalismand gl obalisation could be



total oppression of the weak by the strong as capitalismran riot or it
could be a worl d denocracy where the resources of the world were combi ned
wi th human ingenuity to create the greatest human civilisation ever.

The Prinme M nister said the world beyond gl obalismand gl obalisation
depended on how it dealt with globalisation and its effects today as well
as with denocracy and its excesses.

"d obalisation today ignores the very poor. In a globalised world
weal th should be equally global. But it is not.

"Today denocracy still reigns suprenme. To criticise it is to be
heretical and to expose oneself to vilification.

"But eventually the danage will be so evident and so great that
denmocracy will becone a bad word just as proletarian dictatorship is a bad
word, and will be rejected,” he added.

Dr Mahathir al so warned that denocracy woul d go the way of socialismand
communi sm not because it was a bad system but because it kept on being
i nterpreted and enbel | i shed.

"At first denocracy was only about majority rule. Then mnority rights
wer e added, then individual rights. These rights were constantly being
broadened so that in the end they becane nore inportant than nmgjority
rights.

"The Governnment nmay be elected by the najority but mnorities may bring
it down by street violence hel ped by the nedia and even foreign interests.
"The Rule of law is advocated but this sinply nmeans that those who are
opposed to the Governnment may break the | aw but the Governnent may not

enforce the | aw agai nst them"

Respondi ng to questions fromthe floor later, Dr Mahathir said Ml aysi a
may consi der changi ng the exchange rate of its ringgit if a 20 per cent
depreciation or appreciation of the currencies of its conpetitors becane a
per manent feature.

Bei ng a manufacturing country, 82 per cent of Ml aysia s exports
constituted nmanufacturing goods made frominported conponents, sonetines
as much as 50 per cent content, he said.

"When you deval ue the ringgit, the cost of inports would appreciate in
terns of the ringgit. So we don't gain anything because the inport would
be nore costly because of the need to inport the conponent,” he said.

He said if the ringgit were to be deval ued by 20 per cent, this would
only give Mal aysia a gain of about five per cent because of the need to
inmport a | ot of conponents.

At the sane tinme the gain wuld be very nmargi nal because the people may
demand hi gher wages as the result of the costlier inported goods and
foodst uff.

"Once they ask for higher wages, it would drain totally the gain that we
get fromthe devaluation of the ringgit," said Dr Mahathir who is also the
acting Finance M nister.

In view of this, he said, Ml aysia was carefully studying the inpact of
deval uation or revaluation of its currency.

He said Mal aysia had no problemin exporting its products because of the
depreci ating yen and | ndonesi an rupi ah at the nonent.

"In fact, we are getting the bal ance of trade very nmuch in our favour.
Qur exports exceed our inports at the noment. So there is no reason why we
shoul d deval ue our ringgit," he said.

The Mal aysian ringgit is currently fixed at RM3.80 agai nst one US
dol | ar.

Dr Mahathir said with the ringgit pegged at that rate investors could
project their budget for years w thout worryi ng about deval uation or
reval uation of the ringgit.
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