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DR M CRI SIS BOOSTED MALAYSI A' S CONFI DENCE | N MANAG NG ECONOMWY

By: Mphaned Kanmel O hman

KUALA LUMPUR, Cct 11 (Bernama) -- Prime Mnister Datuk Seri Dr Mahathir
Mohamad said the 1997-1998 regi onal financial crisis had boosted Ml aysia's
confidence in managi ng its econony and even enabled it tofindits own
solution to tackl e the probl ens.

"It is something that we learnt,” he saidin ainterviewcontainedin a
new y-| aunched book, "Rewiting The Rul es: The Mal aysi an Crisis Managemnent
Model ". Excerpts of the book were made aval abl e t o Bernanma t oday.

Dr Mahat hir said unl ess we know how to handl e (the crisis) oursel ves,
we can go under."

Asked what was the single nost inportant | esson of the crisis for
Mal aysia, he said it was the ability to "stand on our own".

"That nmeans we have to depend on our own capacity to counter any attack
fromoutside," he expl ai ned

"When we want ed to nake deci sions to protect our econony, we did an
audit of our own strengths and found that we do have a |l ot of capital in
the country. Wt are one of the world's highest savers. W al so di d not
borrow excessively fromabroad."

That, he said, was the di fference "between us and | donesi a and
Thai |l and. "

Mal aysi a's approach in tackling its econoni c woes then was by
i ntroduci ng capital controls, including peggingtheringgit but the nove
al so received a lot of criticisms fromskeptics.

The ringgit, which saw sharp novenent during the 1997 regi ona
financial crisis, was pegged at RMB. 80 to the US dollar. The peg was
i ntroduced on Sept 1, 1998 at the height of the crisis.

Dr Mahat hir, who has managed to lift the country out of the regiona
financial crisis through a series of reforns, said: "Today, it may be the
currency traders, tonorrowit mght be others. And unl ess we know how to
handl e oursel ves, we can go under."

"That is why we took the stand agai nst gl obalisation and free trade,"
said Dr Mahathir, who instituted the selective capital control neasures in
1998 to i nsul ate t he econony fromexternal pressures.

On the risks of establishing selective capital controls, he said there
was the possibility of retaliation whereby countries mght refuse to trade
with Mal aysia or mght even apply sanctions.

"They may not accept capital controls, and there are many things that
they can do to us. And if we don't have sufficient foreign currency in the
country, it may becone violating to us."

"For exanple, a Ml aysian inporter who wants to buy sugar from ot her
countries needs to buy it with foreign currency. The Central Bank nanages
foreign currency, and it nust have sufficient foreign currency to all ow
importers to change ringgit to other currencies, as ringgit is not tradable
overseas, " he said.

Dr Mahathir, who is al so the Finance M nister, said that forei gn banks
and corporations were nerging to formbigger corporations and t hese
conmpani es were waiting for Wirld Trade Organi sation (WO to force
(devel opi ng) countries to open up their borders.

He said once they cane to Mal aysi a, they woul d demand new condi tions
and rights to operate, and even to open branches in the smallest vill age.

"They are so huge that they have advantages over our |ocal banks. They
can afford to | ose noney here because they are naki ng noney el sewhere. But



for our banks, if they | ose noney, that is the end of it."

In the end, he said the globalisation of busi nesses was creati ng huge
corporations and Mal aysi an conpani es coul d not conpete against them --
BERNAMA
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