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DR M HAD TOYED W TH | DEA TO DOUBLE GOVT SERVANTS' SALARY DURI NG CRI SI S

By: Mphaned Kanmel O hman

KUALA LUWPUR, Cct 11 (Bernamm) -- Datuk Seri Dr Mahathir Mhanad said
he had at one point during the 1997-98 regional financial crisis toyed with
the i dea of doubling the salary of governnment servants.

By doi ng so, the prine ninister said he hoped to raise noney supply to
mat ch the deval uation of the ringgit.

"1 fear that the depreciation would inflict trenmendous pain on ordinary
peopl e. For exanple, if devaluation is by 50 percent, | would raise salary
by 100 percent, so the value of the noney, in terns of earnings, would have
t he sanme purchasing capacity," he saidinaninterviewcontainedina
new y- Il aunched book, "Rewiting The Rul es: The Mal aysi an Cri si s Managenent
Model ". Excerpts of the book were nade avail abl e t o Bernana t oday.

At the height of the crisis, the governnent introduced capital controls
on Sept 1, 1998 and pegged the value of ringgit at RVM3.80 to the US dollar.

Dr Mahathir said: "If the value of noney went down, the price of sugar
doubl ed. But if you earn tw ce as nuch, it nmakes no difference. So you
mat ch t he deval uati on by i ncreasing the i ncone of the people. But this
woul d, of course lead to inflation."

It would al so have many repercussions and the situation would be
unmanageabl e, he sai d.

Dr Mahathir said his worst tinme during the crisis because when
everytime he opened his nouth, the ringgit fell

He added, "People were telling nme to shut up because the currency
traders woul d deval ue our currency if | speak. They deval ued ot her
currencies as well to get other | eaders to condemn ne.

"In fact, when the Governor of Indonesi an Bank was asked a question
t he question was a | eadi ng one, to make hi msay that (the deval uation of
the ot her currencies) was the fault of the Prinme M nister of Ml aysia. But
he refused to say that. At that time | felt so hel pl ess.

"You can't do anything and noney was | eaving the country as the
interest rate i n Singapore was 20 percent, whereas ours was 12 percent, and
peopl e were taking their noney out."

The prinme mnister said he felt hel pl ess when the whol e country then
was completely "dry" and there was no liquidity at all while banks were
totally distressed

"If I want to goto the M- (International Mnetary Fund), | know that
I woul d be surrendering the control of our economny."

In Mal aysia, said Dr Mahathir, this was not possible as the country
consi sted of bum puteras and non-bum puteras and the governnent had
i mpl ement ed t he New Econoni ¢ Policy to correct the racial inbalanceto
avoid race riots

"Even if we want to gotothe IM-, we fear that the end result woul d be
worse. It was a very depressing tine to see the country goi ng down. Qur
peopl e were still abl e and have the capacity to work, but they cannot
function because they had no noney and t hey cannot borrow. "

Dr Mahathir al so said he had al so thought of inposing a state of
energency during the crisis.

But such a declaratiuon had only |limted advantage, he said.

"This is not a security threat. It could turn out to be a security
threat if there areriots and instability. Fortunately for us, thereis no
ani nosity between Ml ays and Chi nese as the New Econoni c Policy has given
the Mal ays a status in the econony.



"So the Mal ays were not concerned about the Chinese, they are concerned
about thensel ves. So there is no clash or riot as in Indonesia. Over there,
when t he econony was down, they bl amed t he Chi nese because they don't have
a share of the wealth. The wealth is with the Chinese. But in Mal aysia, the
Mal ays feel that they have a share of the wealth too, so there was no
danger of an outbreak of race riots. So there was no need for an
ener gency. "

Dr Mahat hir di sclosed that the turning point in the crisis was when
currency mani pul ators devalued the ringgit inreaction to what he said at
the 12th Internati onal General Meeting of the Pacific Econom c Co-operation
Council in Santiago, Chile on Sept 30, 1997.

"The ringgit went down i nmedi ately. They (currency nmani pul at ors)
accused ne in the Far Eastern Econom c Review, that | should |l earn not to
tal k but admt that these peopl e can mani pul ate your currency. That is a
terrible thing, when you are | osing control of your own country," he added.
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