01 JAN 2002
Mahat hir- I ntervi ew
TRANSCRI PT OF BERNAVA | NTERVI EWW TH THE PRI ME M NI STER

KUALA LUMPUR, Jan 1 (Bernama) -- Bernanm interviewed Prine Mnister
Dat uk Seri Dr Mahat hir Mohamad i n t he progranme "Wawancar a BERNAVA dengan
Perdana Menteri" which was aired over RTMand Astro tonight.

The interviewwas jointly conducted by Bernama Editor-in-Chief Jaafar
Hussi n and Assi stant Editor E. Sivabal an.

Following is the transcript of the interview

Q You cel ebrated your birthday on Dec 20. May we know your birthday
wi sh?

A My hope is that in 2002 the situation will inprove a bit because
2001 saw several tragic incidents, especially Arerica's econoni ¢ downturn
and then the Sept 11 terrorist attacks on the United States. And these
i nci dents have had very adverse effects on our econony, the world econony
and al so placed us in an unconfortabl e position because as an |Islanic
country, we al so canme under attention as if we were also involved inthe
violence conmitted by terrorists who were said to be Miuslins. So, we hope
that in 2002 the situation will recover, although not fully but at | east
there will not be incidents |ike those seen in 2001.

Q Onthe whole, are you satisfied with the country's achi evenents in
various fields last year?

A: Conpared to the past, of course the country's recovery was not that
good, but conpared with other countries we have made qui te good progress.
This i s because the country has remai ned stable, and alt hough its econom c
growt h was bel ow expectations it still performed better than nost ot her
countries. And we believe our performance in 2001 was not as bad as
expect ed.

Q Do you think that the incidents of 2001, whether outside or within
the country, had sonewhat disrupted Mal aysia's march towards Vision 2020?

A: There m ght have been a little inpact but we hope it was only for
2001. As we know, in 2000 we recorded good growt h exceedi ng ei ght per cent,
and we had hoped that 2001 woul d al so see the sane | evel of growth. But
because of the sl owdown in the Anerican econony and then the terrori st
attacks, we coul d not achieve our target. But we still think the situation
was not that bad.

Q@ WII we see higher unenpl oynent in 2002?

A | amconfident that we will recover slightly in 2002. Unenpl oynent
inour country is very low, and | think we will recover and unenpl oynent
will not be a problemto us. Actually, there are abundant jobs in our
country but the problemis that many of the unenpl oyed are choosy about
jobs. Because of this, they remain jobless.

Q What is our projected economc growth for 20027

A. We believe that for 2001 we may achi eve growt h of only between 0.5



percent and one per cent, and in 2002, maybe about three per cent.

Q Does Washi ngt on now better understand all our actions and deci si ons
i nvol ving various matters followi ng the Sept 11 incident in the United
States?

A: There was a change of government in the United States, and with the
new gover nnent, we do not have probl ens and we were | ooking forward to
inmproving ties with the US even before the Sept 11 i nci dent happened. But
with the Sept 11 incident, our country, as one of the Islam c countri es,
has enmerged in the international arena as the only Islanic country that is
progressive, denocratic and stable. Al though there were assunpti ons t hat we
were al so involved directly or indirectly in acts of violence, the world
has acknow edged t hat our governnent is capabl e of tackling internal
problens related to viol ence and the econony.

Q Countries which at one tine were so vocal in opposing what they
claimed to be human rights violations in the inplenmentation of the |Internal
Security Act (I SA) have quickly adopted the concept of the Act. For
exanpl e, Anerica and the United Ki ngdomrecently passed bills ai ned at
checking terror. What is your view on this?

A: Yes, it is easy for those not affected to make a stand that tough
measures shoul d not be used to tackle the internal problens of a country.
But when their own country was hit, their stand changed. At that tine they
realised that what we were doi ng was to save our country and t hey al so knew
that to save their country they had to adopt the sane approach. So, it is
obvi ous that criticisns agai nst Mal aysi a were based on the assunption t hat
t hey woul d not be hit by the sane probl ens faced by Mal aysi a. Wien t hey
were attacked, their reaction was just the sane.

Q So, does it nmean that the criticisns | evelled agai nst the governnment
on the use of the ISAall this while were unfounded, and does this al so
mean that the | SA has become nore rel evant foll owi ng the Sept 11 inci dent?

A: The I SA or other simlar |aws are indeed relevant to all countries
in certain situations. W do not use the | SAindiscrinmnately. W only use
it incertain situations where the country's security is under threat. They
felt that there was no threat to their security, but when faced with the
sane problemthey al so used the same methods to tackle this threat. So, it
is clear that it is very easy to criticise others for allegedly not
adopti ng good practices until sonethi ng happened to them and only then did
they realise that they had to use the sane approach.

A. The last tinme you met President (George W) Bush was at the Apec
forumin Chinarecently. There are many anal yses which viewthis as a
positive sign for Malaysia-US ties. In fact, sone say that Mal aysia and t he
United States now better understand each other's stand. Is this true?

A | think it is true because | nmet President Bush in a situation where
Anerica al so faced the problemof threat toits security and definitely he
woul d better appreciate how, why we used our approach to tackle the
security problemin our country. Wth that, he nay better understand what
was done by Mal aysi a because he is al so facing the sane probl em

Q Are you going to visit Washi ngton soon?



A. At the nonment we have no plans, but | may go to the United States to
attend a forumin New York organi sed by the European Econom ¢ Forum And if
I go, | may neet hi m(Bush) there, and possibly at other tines. |I' mnot
sure.

Q Previously, the Wstern medi a vi ewed Mal aysi a as a country whi ch can
be said to be opposing the United States. Wth the new admi ni stration of
Presi dent Bush, howdo you viewbil ateral rel ati ons bet ween Mal aysi a and
the United States?

A It is better nowthan before. As we know, the US adm ni strati on made
direct criticisnms on us and, in fact, its Vice-President (Al Gore) cane
here and encouraged certain people to topple the governnent. But the
present governnent in the United States does not do this. Wththis, it is
easier for us to have comuni cation with the new governnent.

Q Many peopl e say that am dst the econonic sl owdown affecting the
country now, it is clear that you have succeeded i n strengthening the
country's political situation, especially Barisan Nasional and Umo. Wat
is your view?

A. Yes, we did not deliberately strengthen the situation but | think
t he peopl e coul d see the i nportance of the governnment being firmer in
adm ni stering the country, whether interns of security or econony or
politics. Maybe it was seen that in countries where the governnments were
not strong, weak, not firm there were nmany probl ens. | n Mal aysia, we
managed t o avoi d probl ens because we have a governnent that gets huge
support fromthe people through their el ected representatives, and we coul d
take actions firmy in all areas to preserve the situation in the country.
Maybe t he peopl e coul d see and, therefore, feel nore confortable with the
present Barisan Nasional government.

Q But there are others who consider this as a draconi an action, and
this is what is being said in various parts of the country.

A. Yes, whether draconian or not, extraordinary or not, depends on the
situation. W see that other countries also acted in a draconi an nanner
when faced with the sane problem

Q In fact, worse than that?

A: Yes, worse than that. So, the reaction of a governnent, the action
of a governnent, depends on the situation. In a situation where there were
no problens for a country, it was very easy to tal k about human ri ghts,
dermokrasi and other things. But we see that when threatened by sonet hi ng,
human ri ghts and denocracy were set aside. This is obvious. | think the
peopl e can see this.

Q So, what is inportant is |aw and order?

A. Yes, because we give priority to the interest of the mgjority, not
the interest of individuals. W respect a person's rights, but his rights
are limted to actions which do not jeopardise the security of the
majority. This is our stand. And we do not apol ogi se to anyone for our
st and.



Q Even if we are strongly criticised, particularly by Western
countries?

A W were strongly criticised by the Western countries, (but) we never
bowed to themin any field because we are responsi ble to our country, to
our people. They are not responsible for our country. To them if our
peopl e suffer, it is not their problem But we are responsible. W are
el ected by the people, and it is our responsibility to |look after the
peopl e's security and well -bei ng.

Q As the Barisan Nasional chairnman, have you done anything to defuse
the situation in trouble-stricken MCA?

A Such squabbling happens in all parties, including opposition
parties. There are bound to be differences of opinion inthe | eadership of
a party. It happens in Umo, Gerakan, the DAP too, and Keadilan, and it is
not surprisingif it happens to MCA. W try to defuse the situation. | mnet
the | eaders concerned and asked themto settle their problens in an
am cabl e way by giving priority to the party, not to certain people or
| eaders. What is inportant is the party, not | eaders. Leaders conme and go,
but the party is here to stay. So, | ook after the interest of the party,
not the interest of individuals.

Q If this problemdrags on without any resolution in sight, will BN
hol d a special neeting? WIIl this be necessary or will MCA be allowed to
resolve its own problenf

A The Barisan Nasional traditionis not tointerferein the interna
af fairs of conponent parties unl ess sonet hi ng happens whi ch cannot be
stopped at all. But as it is, we think MCA and its | eaders are capabl e of
settling this problem Mybe i f we have di scussi ons, including nyself, if
asked to give advice, maybe | can of fer sone advice.

Q There seens to be a response fromboth sides follow ng the advice
given by you. But if this dispute drags on until the | ndera Kayangan
by-el ection is held, could it be exploited by the opposition?

A Yes, if this thing is prolonged, it could be exploited by the
opposition parties. But | see signs that they can resolve their
m sunderstanding and in this by-election | amconfident they will be
united. Nowthe MCA president is even willing to head the MCAinthis
canmpaign and it is supported by the Youth chief and ot hers have al so said
they woul d give their full cooperation

Q At onetine, noney politics was a threat to Umo and, in fact, Ummo
was al nost destroyed, and after that several actions were taken to prevent
noney politics fromrecurring. Wiat is the result today?

A | think the situation has inproved a bit. It is not so obvious
al t hough we can only nake assessnments during el ections for division chiefs
or near elections and the like. During that tine maybe thi s phenonenon of
usi ng noney will surface again. But | amconfident that nmost Umo | eaders,
Umo nenbers are now aware of the action that will be taken against themto
the extent of their losing their position altogether, not being able to be
di vision chief or to stand as candidates. Wth this, | amconfi dent that
they will reduce, although not fully, the use of noney in seeki ng support
for thensel ves



Q By curbing the probl emof noney politics, do you expect Umo to
becone stronger to put up an excellent perfornance i n the next genera
el ection?

A: Yes, | believe Umo will put up a better performance because we can
see that many are now keen to join Umo and Umo | eaders are now nore
serious and aware of weaknesses arising fromtheir own acti ons. They have
st opped actions which can destroy Umo. Wth this, | amconfident that in
t he next general el ection, Umo's performance will inprove.

Q WIIl you go down to the ground for the next general election?

A Yes, | think | will go down to the ground. The question is whether
will contest. No natter who contests, it is nmy duty to give full support to
Umo candi dat es, Bari san Nasi onal candi dates.

Q@ So, will you contest or not?

A: | am76. The desire to ensure Barisan Nasional's success is there
but Barisan Nasional can achi eve success even if | do not contest or amno
| onger the leader. This is a possibility but incertain situations if | am
required to contest, | will contest.

Q If Parti Bersatu Sabah (PBS) is accepted back into the BN fold, can
it helpto further stabilise the political situationin the country,
especi al |y Sabah?

A | think it can help to stabilise, it can contribute to the strength
of the Barisan Nasi onal government in Sabah and al so contribute to the
strength of the Barisan Nasional government at the federal |evel

Q After the Sept 11 incident, many international airlines have wound
up and many have suffered | osses. Wiat is the position of MAS?

A: Even before the Sept 11 incident, MAS s position was al ready not
t hat heal thy and we have taken action to rehabilitate it by taki ng back MAS
by buying its shares. And nowthe government has full control over MAS and
we have appoi nt ed a new nanagenent, and we are studyi ng MAS' s operations to
identify its weaknesses. And we would also like to look into howto
restructure MAS, its managenent and t he conpany itself. This is being
studi ed, and no final decision has been nade.

Q Does this include selling MAS or part of it to a nore effective
conmpany?

A There are proposals fromother airlines to buy shares i n MAS

Q@ Fromwhi ch conpany, for exanple?

A: Sone conpani es i n Europe have shown i nterest but we have not nade
our decision yet. W think that after we have restructured MAS, its val ue
will inprove, and with that we nmay be abl e to ensure that MAS woul d not be
easi |y taken over by other parties. However, we nust renenber that MASis
our national carrier, and national interest needs to be consi dered.

Q Since you took over the Finance portfolio, nmany feel that there is



now better transparency and corporate nmanagenent. They are al so of the view
that the distribution of contracts to conpani es and contractors has becone
nmor e conprehensi ve and even. \Wat i s your comment ?

A: Yes, that is a perception of the public. They may have a basis, but
even before this we wanted to manage the country's financial affairs ina
transparent manner that can be seen by the rakyat. However, sonetines it
| ooked as though some parties were given special treatnent and this has
rai sed questions. Nowwe are reviewi ng the situation since there are nore
peopl e i nvol ved i n busi ness, for exanpl e bum puteras, and they al so have
certain abilities. W feel that they shoul d be given a chance and we shoul d
not limt the opportunities to those who have proven t hensel ves earlier.
Because of this, we are now gi ving contract opportunities to nore people
who submt tenders, and sonmetines, in cases where certain expertiseis
required, we are also willing to hold direct negotiations. But this is one
approach we try to avoid.

Q@ Wiat is the reason?

A:. Because we do not want to be seen as though we have chosen certain
people. But if they have certain abilities and expertise or stronger
financial position, we nay give sone priority. But not to the extent of
bur deni ng the governnent.

Q Proton car sales in the country are encouragi ng. But there are
reports saying that when Afta is inplenented, the sale of Proton cars
abroad will be affected and will not neet the sales target. Howfar is this
true and what actions have been taken to overcone this probl enf?

A. This is arather conpetitive field. Protonis a small autonotive
conpany conpared to the giants of the world. W need to conpete with them
and this is not easy because we all knowthat in this industry the cost
depends on the out put, econoni es of scal e. Because of this, Proton cars
al ways seem nore expensive than the rest.

However, we have managed to penetrate several sophisticated markets
like the United Kingdom W were able to sell quite a nunber of cars in the
very conpetitive market in the United Kingdom This shows that we have the
ability but after Afta, problenms will arise in the local market because we
can no | onger protect Proton with i mport duties since these duties nust be
| owered. W find that other Afta countries are willing not to produce their
nati onal cars but to assenbl e those of big nations such as Japan, Korea and
others. And under the Afta conditions, if a car has 40 per cent | ocal
content, it can be considered a national car, while Proton has nore than 90
per cent |ocal conponents.

Q Sone governnent departnents or agenci es could not cope with the
country's rapi d devel opnent, so much so that the allocations given were not
spent. Howis the situation now?

A. Even frombefore, mnistries and departnments could not finish their
al l ocations in the budget year and usual | y brought themforward to the next
year. But this tinme the allocations are nmuch bi gger and because of this
their performance i s not as expected.

However, we think the approach needs to be changed a bit, that is,
wher e previously we budgeted for one year, (now) we wi |l nmake a budget for
two years. For the second year we wi |l identify undertaki ngs which do not
need noney. Many undertaki ngs or projects do not need funds, for exanple,



conducting negotiations to procure | and and ot hers. Such efforts do not
need funds until a given time. Hence, we can speed up the process to ensure
that the budget for a year can be spent fromJanuary and not June,
July...after undertaki ngs which do not require noney have been conpl et ed.
So, our approach needs to be changed. The governnent will try it out for
2002 and 2003.

Q Several nonths ago when you took over the post of Finance M nister
you said that until you could find a successor, you woul d handl e the job of
Fi nance M nister, and it | ooks |ike you have been doi ng a good job. Could
we expect any change in this natter?

A | still need a Finance Mnister; if not to take over fromne as
Fi nance M ni ster, then maybe as ny assistant. W used to have a second
Fi nance M nister, it is possible. This is one approach we wi |l choose
because the duties of Finance Mnister are very heavy. | feel that this
task has somewhat becone a big burden for ne al though | have been able to
shoul der it until nowas | have other responsibilities as Prime Mnister.
As such, | may need an assistant, but we want to find a person who is truly
suitabl e.

Q Maybe you have identified the candidate for this post.
A: Not vyet...
Q@ WII it happen in the near future?

A | have not deci ded yet.

Q The performance of the Kual a Lunpur Stock Exchange | ooked very
encouraging in the l ast two nonths, and accordi ng to anal ysts our market
may breach the 700-point | evel soon. Is this a sign that investors,
especially foreigninvestors, are confident of the local market and is it
because they feel that Ml aysi a has the econonic fundanental s?

If they want to see their investnents bringing returns, they wll
i nvest in Mal aysia. Qur problemis that we receive bad press, that is until
today the foreign nedia still deliberately paint a bad picture of Ml aysia.
One exanpl e i s when a group of tourists fromEurope wanted to visit
Mal aysi a, and at the same ti ne a newspaper reported that Ml aysi a was a
dangerous place to visit. Despitethis, they still went ahead and visited
the country and found not hi ng dangerous i n Ml aysi a.

And when a | ocal newspaper, The Sun, carried the story of an all eged
pl ot to assassinate ne and ny deputy, it was picked up by newspapers al
over the world and this caused people to be scared of Malaysia. If not for
the bad publicity, | amconfident that tourists and investors will cone to
Mal aysia in droves.

This is our problem Fromthe econonic, adm nistrative and security
aspects, we are fine, but we still get bad publicity. For exanple, when
reporting on Malaysia, they will add "where there i s no denocracy", "where
the medi a are control |l ed by the governnent". Al though we knowthat the
Asian Wal | Street Journal and Heral d Tri bune are printed i n Kual a Lunpur
and di stributed throughout Sout heast Asia. yet they have to say such
things. Nowthey add "Musli mcountry". This caused our recovery to be
di srupt ed.



Q One fact which may have escaped the foreign nedia' s attentionis
that, according to reports today, although the Sept 11 i nci dent has
affected the global tourismindustry, the nunber of tourists who cane to
Mal aysi a bet ween January and Novenber 2001 was 11.5 million, and the
projected figure for the whole year is 12.5nillion. Interns of growh, it
was 28.5 per cent. So what was said by the foreign nedia was not true
because statistics showthat nore tourists were comng to Ml aysi a.

A. The tourists who cane to Mal aysi a and boosted arrivals for 2001 were
those who arrived before Septenber. The figure for every nonth is nore than
one mllion. If not for the Sept 11 terroris act, we are confident of
getting nore than one nmillion tourists every nonth. And this is a very big
figure because for the whol e of 2000 t he nunber of tourists was 10 mllion,
that is less than one mllion a nonth.

But fromJanuary until before Septenber, arrivals totalled one mllion
every nonth. This caused the figure to rise for 2001 al t hough i n Sept enber
it dropped sharply. Cctober was still |ow, reaching only 700,000 but in the
preceding nonths it was very high and the total will exceed 12 nmillion for
2001.

Q This question is about the West Asia i ssue. Ml aysia pays attention
tothis issue because it involves our ties with Pal estine. Recently, there
occurred bl oodshed and you have condemmed |srael's attacks on Pal estine. Is
there an end to this issue?

A: Any settlenment depends on the big powers. As | ong as the big powers
give face to Israel, there will not be a settlenment. | have been fol | owi ng
t he devel opnments in Pal estine since the formati on of the state of Israe
and even before that we knewthat this is what caused the big dispute, on
t he one hand, between Pal estini an Arabs and I sraelis and al so bet ween
Musl i ms and the maj or powers in Europe. They seened i nsensitive to the
feelings of Muslinms. They took the territory of Muslims and gave it to
ot her peopl e because they felt guilty for killing six mllion Jews during
the previous war, to atone for their sins. So they took Arab territory and
gave it to Israel

For a long tinme, the Arabs did not accept Israel but finally they
accepted the exi stence of Israel as a way to resol ve the problem But the
Israelis do not want to recogni se the state of Pal estine. So, while Arabs
and Muslins recogni se Israel, |Israel does not want to recogni se Pal estine
and t hi s caused strong enm ty between Pal esti ni ans, who are supported by
other Muslins, and Israel which is supported by the big powers, and a
settl ement could not be achieved as long as Israeli territory is not
det er m ned.

Even today the borders of Israel have yet to be deterni ned. This neans
that settl ement cannot be reached. We find that |Israel is indeed violent,
especially Ariel Sharon. He was t he one who killed many Muslins i n Lebanon
and now he is the Prine Mnister of Israel. And we coul d see how vi ol ent
this person is when given the green light to attack. As long as the big
powers do not reinin or stop Ariel Sharon, | think terrorismw Il continue
to be committed. At the sane tinme we should al so remenber that attacks by
Hamas do not hel p t he Pal estini ans. These are wanton attacks whi ch do not
at all help in achieving the Pal estinian objective. It's only actingin
retaliation and anger wi thout thinking of the result, consequences. So |
see on one side the violent and cruel Ariel Sharon and on the ot her side,
Hamas, which fights all out wi thout thinking of the objective. Thisis the
probl emt here.



Q Malaysiais expected to organi se an international conference on
terrorism Do you think this is the only forumwhich can possibly find a
resolution or settlenment to this problem including the problemin
Pal esti ne?

A. Yes, we believe it is sonething inportant because at the nonent
terrorismis linked to the Sept 11 incident, when we know that even before
that many acts of terror had been committed by various types of people. W
see that in Japan there al so occurred acts of terror. In Japan there was
t he Red Arny whi ch had cone to Kual a Lunpur before and sei zed t he Ameri can
Enbassy. The Bierhoff Gang in Germany, too, is also a terrorist group.
There are many nore terrori st groups, including Jew sh ones. So, if we want
tofight terrorists, we fight all terrorists. But if we say terrorists are
only Muslins, | think this is unfair. Wy should Mislins not be given help
when facing terrori smperpetrated by others while we hel p if other people
are facing terrorists?

Q To end this discussion, do you have a nessage for the country?

A: As usual, ny nessage is that we shoul d be grateful because our
country i s saf e and peaceful ami dst the chaotic econonies of countries in
the worl d which are faci ng pressure, and we can see what i s happening in
Argentina, for exanple. We are still in a healthy position, we | ead good
lives, we have enough noney. The governnent al so does not face financi al
probl ens and coul d afford to pay bonus. W coul d i ncrease sal aries, we
could allocate a | ot of noney for devel opnent. As such, we should be
grateful, and bei ng thankful neans that we should not act in an
i rresponsi bl e manner. When we are grateful, we shoul d be responsi bl e and
contribute to the preservation of the peaceful situation and progress in
our country.

Concl usi on: Thank you Datuk Seri.

- - BERNAMA
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