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The United Nations
World Summit For
Social Development

(Contradictions in Development)
Copenhagen, Denmark, 11 March 1995

Although the 50-year-old Charter of the United Nations
begins with the words “We the peoples of the United Nations...”
this is, arguably. the first time that we meet at this level to
discuss the common people and their problems; their social
development. That it has taken us 50 years to do this is a
measure of our commitment to the lot of the common people
and an illustration of the failure of multilateral efforts, derailed
for over five decades by the ideological battles of the Cold War.
That confrontation, usually on someone clse’s soil, has
undermined most of the social action plans of the UN agencies.
International development efforts became predicated on the
degree of support that developing countries gave to either of the
two superpowers. Our regions became cockpits for superpower
manipulations and their fields of battle. The developing
countries and their people become mere marionettes.

The wreckages, the pain suffered and the injustices inflicted,
have left many of these countries crippled, incapable of making
the necessary adjustments to meet present and future challenges.




Afghanistan, Somalia and many others are among the countries
that have been pulverised; their infrastructure obliterated, their
people in total disarray. The marginalisation process continues
even now. despite strides in science and technology.

As for the peoples of the world, the vast majority have
suffered not only deprivation, but more importantly, loss of
human dignity. We are looking at over one billion people caught
in a spiral of abject poverty that relegates them permanently to
the status of sub-species. The United Nations is faced with an
enormous outflow of some 19.7 million international refugees.
Admittedly, migration is a nightmare for the developed
countries, but migrations also cause severe dislocations and
drain the developing countries of essential human resources. It
does not help that the developed countries discriminatingly
welcome the skilled and the educated.

Even as the international community takes the first fateful
steps into the next millennium, we cannot but be troubled by the
emergence of “failed states” in the wake of the break-up and
breakdown of nations. The magic of the midnight hour at the
moment of independ cannot be d. Countries
stumble and retrogress, and the people’s expectations remain
largely unfulfilled: paradoxically, at a time of qualitative
scientific and technological advances which should have
benefitted the needy the most.

Even among the developed countries, clements of a failed
state can be detected. Contradictions and polarisations have
surfaced which reflect possible flaws in the national direction.
We see serious poverty, h 1 and jobl and
rampant crime and drugs in pockets of these societies, even in
the most advanced countries. For these countries, lessons too
need to be learnt; change and adjustments should apply to them
as well, especially those relating to unbridled and unsustainable
high incomes and consumption, and the breakdown and decline
in the moral values of their society. These countries, supposedly
locomotives of world growth and paragons of standards, would
do well to effect these changes instead of seeking to hold the
high ground and preach to others.




We also see aspects of racism and ethnic challenges in these
states. Economic decline and malaise in society have in some
cases dried up the humanitarian outlooks of the past. Targets
internationally agreed. such as the 0.7% for ODA, reiterated at
the Summit in Rio in 1992, have been largely forgotten. There
is diminishing tolerance, coupled with a rigid insistence on
homogeneity with one group and one set of values. There was,
for instance, a national convulsion over the wearing of a head
scarf to school in Europe recently. The implications are
disturbing. The future of humankind must point towards
globalism. pluralism and multi-culturalism, not exclusivity of
regions and blocs and the superiority of one set of values.

We remain utterly helpless as the bestialities in Bosnia and in
Rwanda are committed. All of the political will of Europe could
not save the thousands sacrificed in Bosnia. Chechnya is a
domestic affair. However, Tian An Men is not. All of the
machinery of the United Nations could not respond to and
prevent the slaughter in Rwanda. Indeed, the first reaction was
to retreat from danger to self.

Since the end of the Cold War, the international community
has arrived at many crossroads and defining moments but we
have fallen short in our collective response almost every time.
We move from one major conference to another, pronouncing
with lofty intention global action programmes but we have
never satisfactorily made available the means of
implementation. We scem to grope and to muddle through to
give meaning to global inter-connectedness, but we find
ourselves being only rhetorical. never quite able to distinguish
between self-interest and the care and well-being of humankind
and the welfare of the planet.

In the last few years, the concept of development has
changed from one of synthetic economic targets to that of real
economic gains, securing human needs and the optimisation of
the human person at the centre of development. Obviously, the
free market and selective human rights alone will not do the job.
Unfortunately, the failure of Communism and Fabian Socialism
has not taught any lesson. Despite the weaknesses of capitalism




and the free market, only one Western model is permitied. The
obvious failures of the so-called locomotives of growth are not
acknowledged. At the same time the sucessful cconomies of
Asia and Latin America are not regarded as potential
locomotives. Instead the high growth in these areas is regarded
as a threat to the industrial North. It seems to be the agreed
policy to categorise them and then put impediments in their way.

The developing world must not continue to be looked upon
as a bottomless pit, meant for wasted Western handouts and
welfare programmes. The developing world needs to be given
its righful place as much as the composition of the Group of
Seven should be regarded as seriously anachronistic. All these
require major changes in political perceptions. Also, the United
Nations should cease from continuing to be a place to discipline
the developing world on the basis of a Western model that “one
e fits all”.

At the heart of development lies the issue of governments
and society. Certainly, if governments continuously fail to
deliver, they should exit. The issue of governance and
accountability, renewed by fresh mandates through the
democratic process, applies to all, not just the developing
countries. Empowerment must take into account the vulnerable
groups, women and minorities that exist in all societies. In this
arca much progress has been made among the developing world.
The days of the demigod leader are largely over.

In South-East Asia where change has been effectively
managed, much has been taken stock of. The obvious mistakes
of the West will not be repeated. The relevance of Government
and a focused national purpose through a supportive society
remains the prerequisite for development. We have left the
socialistic concepts of the welfare state for a work-driven, fully
participative society.

For Malaysia, growth will be tempered with equity and
social responsibility. While we try to hamess the positive
clements of globalisation, where swift movements of capital,
technology and markets often outpace governments, we remain
committed towards narrowing income and opportunity
disparities. 1 am confident we shall achieve our targets of
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qualitative growth and the of every asa
composite resource in a matrix of pluralism and multi-
culturalism.

While in the first 25 years of independence the Malaysian
Government has been the major actor in the exercise to
restructure society, the private sector has not only been involved
in the restructuring process of our society, but has been tasked
with the creation of opportunities for economic growth in order
to achieve the nation’s objective to become an economically
developed nation by the year 2020.

We are determined to develop the nation in our own mould
along all dimensions; economically, socially, politically,
spiritually, psychologically and culturally. The vision is for a
Malaysian society that is democratic, tolerant and caring,
economically just and equitable, progressive and prosperous,
and in full possession of an economy that is competitive,
dynamic, robust and resilient.

While we and our neighbours try to make socio-economic
progress, we cannot but lament the external impediments which
threaten to derail us. We are concerned about pressures and
other means by some in the North to crode our limited
comparative advantages, particularly labour and natural
resources. The North had exploited fully these very same assets
in their own countries and in ours when they ruled us. Now they
seek to stifle our growth by involving human rights, the social
clause and envirc | Did they care for

conditic

these things when they were at our stage of development?




The Pacific Dialogue

(East Asia - Achievements and Challenges)
Penang, Malaysia, 13 November 1994

In the last quarter century, we have been growing by an
average close to seven percent per annum. In the last seven
years, we have been growing at 8.4 per cent per year, with an
average inflation rate of 3.6 per cent. Over the coming
generation to 2020, we hope to grow by an annual average of
seven per cent. If we can do this, we can by that year, become a
fully developed country with a standard of living comparable to
that of the United States today.

We take a measure of pride from the fact that we were the
first country in the then “Free World” to defeat a Communist
insurgency. We take a measure of pride from the fact that
shortly, I will not say how shortly, we will be having our 10th
general elections. We are proud of the fact that since 1955, when
we held the first elections to choose the first pro -Independence
government, we have had eight indisputably free elections: in
1959, 1964, 1969, 1974, 1978, 1982, 1986 and 1990, elections
in which opposition parties not only won seats but have been
able to take over state Governments. This is quite a record for a
developing, new and newly independent democracy.




We are a democracy, giggles and cynical smiles
ding. This multi-ethnic and multi-religious country,
with all its difficulties and challenges, could not have made it
without a healthy and sustainable democracy. God knows what
would have happened had we adopted the Swedish form of
democracy. or the ltalian form or the Japanese form of
democracy. | say this without meaning to imply that there is
anything wrong with the Swedish form or the Italian form or the
Japanese form. I only mean to say to each his own.

notwith

We certainly could not have made it without peace, political
stability and a secure rule of law. Nor could we have made it if
we are as corrupt as we are reported to be. Corrupt countries do
not achieve 8 per cent growth and political stability. I will say
nothing of the record in the countries of the erstwhile critics.

The Government can take some of the credit. But let me say
that this country could not have achieved what we have
achieved if not for the fact that our people have been willing to
shed their blood in the struggle for their peace and their future.
The people have been willing to toil and sweat to build this
nation. What Malaysia is today is largely the result of the
genius, the grit and the sweat of the Malaysian people.

Let me also add that we could not have successfully
completed the journey to the present without the contribution
that was made by our friends from abroad. And it is impossible
for Malaysians to contemplate a successful journey to their 2020
future without the greatest contribution of our friends from
abroad. It simply cannot be done.

It is because of this realisation that I would like to stress to
you the importance that we place on securing as much American
investment, techology and know-how as possible. A great deal
has been done in the past. I believe it is not good enough. Much
much more needs to be done.

According to the US embassy, the United States now sells
more to Malaysia than it sells to all of Eastern Europe plus
Russia. This sounds good. It is. But I believe that trade between
Malaysia and the United States should also be taken to new
heights.

1
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American firms have a comparatively good reputation for
technology transfer. We would like to see their reputation
improve even further.

What 1 say of the United States applies to all of the
economies represented in this room, indeed to all economies.
Japan has of course played a most critical role in the saga of
Malaysian development. Some now consider Japan a country of
the_past. I believe that it remains a country of the future.

Let me now turn to broader issues.

Let me concentrate my remarks on only three points. First,
let me make the strongest case possible for a new mindset and a
new crusade that all the countries here represented should join.
I most carnestly believe that we must work together and for the
first time in human history, for a single global commonwealth
founded on the principle of cooperative prosperity.

Second, we must welcome, engage. persuade and drag the
entire world into the making of the future prosperity of East
Asia. It will not be just for the good of East Asia. It will be good
for the whole world.

Third, we must seek to establish a new world order securely
grounded not only in the idea of common prosperity. but also in
mutual understanding and mutual regard.

Many of us in this room are extremely worried about the
increasing attraction of beggar-thy-neighbour attitudes. There
are regions that are so internally preoccupied that they are too
busy to see others running fast — and past. There are regions in
danger of turning inward. There are dangers of inward-looking
trading blocs.

1 do not condemn regionalism. Far from it. After a quarter
century, we of the ASEAN Community are all too aware of the
remarkable direct payoffs and equally remarkable indirect
consequences of the entire ASEAN experience. We have

blished not only a ¢ ity of peace and stability, but also
a community committed by deed as well as words to open
regionalism.




So long as there is this i to open regionalism, the
opening of the regions is adhered to, I believe that every region
has the right to organise itself and to cooperate among
themselves. Indeed, if there is this commitment to open
regionalism and this attempt to open regions, regional states do

have a duty to cooperate, and thus contribute to open globalism.

But is there anyone here not concerned about the
protectionist impulses that are emerging at the regional as well
as the national levels, even from former champions of free
trade?

With the end of the Cold War, we have, for the first time in
human history, an opportunity to build a single global economic
system. Given time and with the forces of globalism, this is in
fact inevitable. What farsighted and enlightened leaderships
should ensure is that there is a single global economic system as
soon as possible. We need to ensure as much prosperity for
everyone as possible. We need to ensure that we create a
prosperous global commonwealth.

In the 1930s, beggar-thy-neighbour policies ran rampant.
During the Cold War, prosper-thy-friend and beggar-thy-foe
policies held sway. It is time for us all to adopt
prosper-thy-neighbour policies. This is what we in ASEAN are
trying to do with the wider Southeast Asia. We are working very
hard at it.

This is what many economies in East Asia are deliberately
doing. It is no less virtuous because we are doing it out of love
of ourselves even more than out of love for our neighbours or
our region.

Imagine what would be the consequences if all economies on
this planet were to have this orientation and actively pursue
these policies? Imagine the consequences if prosper-thy-
neighbour policies and the ideology of cooperative prosperity
were to run rampant? The 21st century will be mankind’s most
bountiful, greatest century.




The world took a step forward when the Uruguay Round was
completed and when GATT could no longer be so easily the butt
of the joke that “G™ “A™ “T" “T" stood for a general agreement
to talk and talk. It is crucially important for the negotiated
outcome to be quickly ratified. It is crucially important to build
upon what has been agreed and to seek to go beyond. towards
even greater liberalisation and towards greater global economic
freedom.

I am proud that Malaysia ratified the GATT agreement on
September 6 this year. We were one of the first countries in the
world to do so. After the ratification, our trade-weighted average
level of protection fell to 8.5 per cent. In the recent Budget we
went further, with the most sweeping step ever taken. to
unilaterally abolish all import duties on 2,600 items.

It might well be argued that unlike many other economies,
Malaysia is a competitive economy, extremely open to the
world, with an already liberalised market. Our protection level
is already very low. Therefore, Malaysia loses nothing if other
nations were to open up and the level of protection in ASEAN
or East Asia or the Pacific or the world were to be brought down
to Malaysia’s level. Malaysia would not lose anything and
would have much to gain.

This argument is fund 1y flawed b the primary
purpose of freeing one’s economy and opening it to all comers
is not in order to negotiate a similar opening on the part of
others. In fact, the great 19th century inventors of the doctrine
of free trade would be completely surprised by the argument of
reciprocity. They believed that the main gain from opening
one's economy and thus competing against all comers,
especially the most competitive, was the gain in one’s own
competitiveness and gth. This is the justification for trade
liberalisation. They were, and are, absolutely right. How else
could the Malaysian economy have become competitive?

No economy can be competitive if it relies on the dole and on
avoidance of competition with the best and most competitive.
God help those who wish to hide behind high walls of
protection. It is a certain formula for decay and weakness.




Let me now turn to my second argument.

Once upon a time, not long ago, East Asia consisted of
economies that were petitive, poor, stagl or worse.
Every economy without any exception was, at one point or
another in the post-war period, given up for lost or dead. Let us
not forget that till the early 1950s, there were still reports of

Japanese dying of malnutrition and starvation. More than one
iministration

p paired over the prospect of Japan
ever becoming a competitive and dynamic economy.

Today, almost all the economies of East Asia are regarded in
hyperbolic terms. “Miracle™ is a common word. We are often
compared to some of the fiercest and feared animals. This region
of dominoes is now seen to be a region of dynamos. Obviously,
an economic revolution of some sort has taken place.

Just about everybody expects this cumulative revolution to
continue until well into the 21st century. Who am I to disagree,
since the predictions are all so agreeable and comforting?

What we East Asians have to make sure is that we do not
shoot ourselves in the foot or some more vital part of the
anatomy. We cannot afford to give up the hard slog, the sweat,
the toil, the toil and the toil. We must never, never become
arrogant. I have always believed that pride always comes before
a fall. We must always hold firmly to our natural Asian humility.

We must also hold firmly to our commitment to open
regionalism. I have repeatedly stated that this must mean that in
any regional effort we undertake, we must firstly be wedded to
trying to open our region further. Secondly, we must make sure
that intent is translated into reality. Our region must be further
opened. This is what we have seen happen in East Asia,
especially over the last two decades. Which is why we are today
extremely dynamic and competitive.

In 1992, the East Asian regional economy overtook the
Western European regional economy and the North American
regional economy in purchasing power parity terms. In foreign
exchange US dollar terms, this will not happen until the year
2000 or so.




Since the Europeans launched their effort to create a single
European economy in the mid-1980s, East Asia has been the
fastest integrating region in the world. For this, we have
America largely to thank, because of the Plaza Accord.

Driven largely by investment, intra-East Asian trade has so
far in the 1990s been increasing at the rate of 20 per cent per
annum. With intra-East Asian trade standing at 43 per cent, the
East Asian regional economy is more integrated than the
NAFTA regional economy. Unlike the European and NAFTA
case, our massive regional integration, which continues to
accelerate, has been entirely private-sector driven. It has been
the consequence purely of market forces. In the years ahead, this
must remain so.

To cut a long story short, what I would like to emphasise is
that we must warmly welcome, strenuosly engage, vigorously
persuade and drag North America and Western Europe, if
necessary, by the scruff of their necks, into the making of our
cconomic future. Without neglecting anyone at all, while
ploughing every field in every part of the world, our primary
strategic target must surely be the North American and Western
European firms of every size — the huge, the big, and the small.

The European Union and the World Bank now say that by the
year 2000, which is only 61 months away, there will be 400
million East Asians with the per capita income of North
America and Western Europe. In other words, there will be more
East Asian consumers with high purchasing power than North
American or European consumers with high purchasing power.
The IMF says that between now and the year 2000, the total
world GDP will rise by US$7.5 trillion. More than half of that
increase will be produced in East Asia.

Despite all these mind-boggling statistics, many of us still
feel that most of the rest of the world has yet to wake up to the
East Asian opportunity. And of course, far too many are only
content to see us only as “the East Asian threat”.

Let me now proceed to my last point. I do believe that there
really is a great need to have much more mutual understanding
and mutual regard.




There are now those who see the future in terms of the “clash
of civilisations”. Samuel Huntington ended his Foreign Affairs
article by calling for co-existence between the world’s great
civilisations. I think that Professor Huntington is very wrong
and his conflict orientation is very dangerous. But the point I
wish to stress is that co-existence is not good enough. Why can
we not set a higher objective? Why not mutual understanding?
Why not mutual appreciation and regard?

Exactly one month ago, at the “Europe/East Asia Summit”
organised by the World E ic Forum, I chall d the
Europeans to not only understand us, but also to appreciate
pluralism.

Let me make myself perfectly plain. Bad governance should
attract the condemnation of all mankind. Atrocities are
atrocities, wherever they occur. No atrocity is in any way less of
an atrocity simply because it is Asian.

But I asked the Europeans why it is that so many from
Europe understand and appreciate the fact that Asian music
should develop along its own path and should not be great
imitations of the Beatles, Aznavour and Mozart. And yet so
many cannot tolerate any Asian form of governance that is not a
fair copy of the European form.

Why is it that so many from Europe understand and
appreciate Asian art and celebrate its enormous diversity and
take it as only natural that it is not a carbon copy of European
art? And yet so many insist that Asian ways of business and
economics, politics and administration cannot be legitimate
unless they are carbon copies of European ways.

Why is Asian music, art and literature celebrated because
they are so uniquely different from European music, art and
literature and yet Asian values and ways of governance, politics
and economics are so villified and detested by so many, when
they are found to be different?

I informed the Europeans that there has to be a greater
equalisation of humility and the disappearance of what some
will call incredible arrogance.




As an Asian, I am very proud of the achievements that East
Asia has been able to make in recent times. We have a peace that
is more secure than at any time in the last century and a half.
Nevertheless, there is a long distance still to go.

We have seen the march of democratisation, people
empowerment and human rights with a breadth and depth
seldom seen in the history of mankind. It is unparalleled. It
cannot be stopped. Life expectancy in Shanghai now exceeds
life expectancy in New York. Yet we are only at the beginning
of our long journey. And we cannot sit back with folded arms
and be satisfied with what has so far been achieved.

Very recently. the European Commission issued a
path-breaking policy paper. It was called “Towards a New Asia
Strategy™. This paper argues: “Asia’s growing economic weight
is inevitably generating increasing pressures for a greater role in
world affairs. At the same time, the ending of the Cold War has
created a regional environment of unparalleled political fluidity.
Consequently, the European Union should seek to develop its
political dialogue with Asia and should look for ways to
associate Asia more and more with the management of
international affairs, working towards a partnership of equals,
capable of playing a constructive and stabilising role in the
world.”

I do not know whether these words will be turned into reality.
But perhaps the European Union is on to the right path. At this
stage, I do not believe that East Asia even thinks of equality. But
we do demand some respect. Perhaps. in the days ahead. we will
be entitled to a little.

GINiE)




The International
Conference On Human
Resources Development
Within The Framework

Of International

Partnerships

(North-South Relations:
Problems and Prospects)
Jakarta, Ind, ia, 16 September 1994

1 would like, if I may, to share with you some thoughts on the
topic “North-South Relations: Problems and Prospects™.

The North-South divide is, as we all know, the perpetuation
of the old relations between the imperial powers of the West and
their colonies. Having gained independence, the former colonies
expected to have a relationship as between equals with their
former colonial masters. But they soon realised that this was not
to be. All that has happened is a name change from being
colonies to being the South and the ex-colonial masters are now
called the North. Oppressive pressures are now less direct and
are applied in the name of democracy and human rights instead.
But the effect is the same. The ex-colonies or the South must
submit to the North, to rules and regulations and policies
devised in the North for the North.

A R e



So, how do we conduct the relations between the South and
the North? How do we solve the problems arising from this
unequal relations in the context of the present? To do so we need
to review the development in both the South and the North after
colonialism went out of fashion.

After gaining independence, the majority of the countries of
the South have been embroiled in political struggles for control
of the Government. Initially there were attempts to practise
democratic forms of Government. But since as colonies they
were all governed autocratically by their colonial masters, it is
not surprising that they found democracy unmanageable. Many
chose some form of one-party state with a bias towards
Socialism, if not Communism. State enterprises and state
control were the preferred routes for achicving cquitable
distribution of wealth among the people.

We have now learnt that socialism just does not work. The
idea that the state can provide every need of the people in a poor
country is just unrealistic. A rich country may be able to do so
to a certain extent. But poor countries just cannot deliver. It is no
wonder that many Governments in the South failed. The
Socialist ideology rejects direct foreign investment. Since state
enterprises were often badly run, Governments were forced to
subsidise losing state and para-statal bodies. Being poor. the
Governments were not able to do this adequately. In the
meantime, the prices of commodities that were produced in the
South kept decreasing due to their total dependence on the
markets controlled by the North. Their imports of manufactured
goods from the North, on the other hand, kept on appreciating in
price. The terms of trade deteriorated and the South became
poorer than when they were under colonial rule.

Failure to provide for the people’s needs and to achieve
economic growth led to political instability. Governments were
d, but the admini ion did not improve. As a result, the

aid received and the loans obtained were not productively
employed. Indebtedness grew until the flow of funds was
reversed, more going North than South, from the poor to the




With the demise of the USSR and Russian adoption of the
free market system, most Socialist states in the South had to
jettison their ideology. Besides, they were also pressured by the
Western democracies to adopt a multi-party system and the free
market or face punitive measures.

The old problems returned. How do they manage a
democratic Government which neither the people nor the elites
are familiar with? A one-party Government is easy, but to
submit to the people’s whims merely complicates the process of
Government. The result is political instability. In some states,
Governments change with bewildering frequency without any
programme being able to take off.

As for the economy, how do countries which have known
only state monopolies, with no private entrepreneurs, private
capital and management skill, switch to the free market system?
If they do succeed at all, all kinds of pressures are brought to
bear on them by the North. Their Governments are subjected to
all kinds of criticisms and condemnations. They may succeed in
embracing democracy and the free market, but they are always
found wanting. They are not democratic enough, they abuse
human rights and workers’ rights, they pollute the environment,
they are corrupt, etc. In other words, try as they might, they
cannot free themselves from carping criticisms by the North,
and often times from overt pressures.

In the meantime the North, after losing their colonies,
decided to consolidate their position. A European Economic
Community was created which eventually evolved into the
European Union, a trade bloc, pure and simple. While before the
South could deal with separate countries and even play one
against another, they have now to deal with a solid bloc of rich
and highly sophisticated countries. The South remained as
divided as ever. And so commodity prices from the South could
easily be manipulated, while the manufactured goods from
Europe go up continuously in price.




The United States did not join the Europeans, but then the
U.S. by itself is as rich as the whole of Europe. It could apply its
own pressure without the need to get European concurrence. ‘
During the Cold War, the North felt a the need to win over the
South for fear of them siding with the Eastern bloc. But once the |
Cold War was over, the South lost this option too and became
very vulnerable.

Had the North been made up entirely of Europe and
America, the South would really be economically battered.
There was nothing to prevent the North from fixing the prices of
their raw material imports and their exports of manufactured
goods. Their people were continuously demanding higher
standards of living. To meet these demands, they merely
increase the prices of their manufactured products and their
profit margins. If the people in the South could not pay, it was
really just too bad.

However, Japan emerged as an industrial power with the
ability to produce practically all the manufactured goods
hitherto produced only by the industrialised West. The Japanese
business philosophy differed from that of the West. They believe
in market share rather than margins. Having overcome their
reputation for poor quality goods, they went on to produce and
market quality goods at very low prices.

There is no doubt that but for the Japanese business
philosophy, most of the people in the South would not have been
able to afford such products as automobiles and pick-up trucks,
radios and TV sets, and household appliances.

Resisted at first, the Japanese finally penetrated the markets
of Europe and America. Suddenly the industrial West found
themselves unable to dominate the very sector that they created
and excelled at. They lost huge segments of their market, not
only in the developing countries but also within their own
countries. Their automobile, steel. and appliances industries
began to shrink. Joblessness increased so that now the average
is 11 percent in Europe and 7 percent in America. Ironically, it
is at such times of recession that the Governments need to spend
more on unemployment benefits.

18 ‘




But they are not about to change their lifestyles. High wages
and the dole system continued whether they can afford them or
not. In the European Union, countries which had low wages
were actually subsidised in order to keep wages as high as in the
high cost countries. They would rather have high unemployment
rates in these countries than allow intra-European competition.
The result is that they remain uncompetitive in the world
market.

To make matters worse, there emerged in the Far East more
little Japans. South Korea, Taiwan, Hong Kong and Singapore
showed that they are as capable as Japan of competing with the
Wesl. A new term was introduced - The Newly Industrialising
Countries or the NICs - the countries which can really prevent
any return to the good old days of Western dominance of world
trade and the good life. The labelling is deliberate. Action must
be taken against these NICs to curb their growth.

Suddenly the welfare of the people, the workers and the
environment in the NICs and other economically dynamic
developing countries became a matter of concern to the West.
These countries must become democratic, or if they are already
democratic they must be more democratic. They must practise
Western values with regard to human rights and workers’ rights.
They must not endanger or damage their environment.

All these care and concerns for human rights and democracy
are laudable except that the obvious results of applying Western
standards would be to knock out the competitiveness of the
manufactured products of these countries. It must be
remembered that about the only comparative advantage the
developing South has is their lower cost of labour. This lower
cost is not due to exploitation. It is just that the cost of living is
low in these countries. On the other hand, the North has many
advantages. They have the capital, the technology, the rich
domestic market and the management skills. If lower cost of
labour is taken away from the South, the result is not a level
playing field. It would be an acutely tilted playing field with the
South at the lower end. Their economic progress would come to
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a dead stop. It is questionable therefi hether the concern is
for the good of the workers in the South. It is far more likely that
it is to protect jobs in the North.

As for Japan, the country that had spoilt the market
dominance of the North, apart from protectionist measures,
pressure was applied to increase the value of the yen. Although
Japan succeeded in countering this initially, the subsequent
squeeze brought about the expected results. Japan went into
recession and all its exports lost their competitiveness.

This is the situation that now prevails in the relations
between the North and the South, the former colonial powers
and the ex-colonial territories. The problem is that the North
cannot quite reconcile itself to the loss of its colonies and its
dominance over the world’s economy. Mere political dominance
in a unipolar world is apparently not enough for the North.

The South is not without blame. Enamoured with Socialist
theories, they have largely failed to make independence bring
about stability and prosperity. Far too much time was expanded
on political struggles to gain control of the Governments. Since
every Government was roundly condemned by the North for all
kinds of sins, there were always aspirants who were encouraged
to overthrow the current Government. And about as soon as a
new Government is set up, it too would be roundly condemned
and its overthrow encouraged. It is a game of musical chairs.

Clearly, if there is going to be a solution, the mind-set must
be changed, both by the North and the South. Although it is
admitted that the South is more dependent on the North, to some
extent at least, the North is also dependent on the South. To
beggar the South is really not in the interest of the North.

When Japan was rebuilding its shattered economy after the
war, it zeroed in on the developing countries as its primary
market. But these countries were generally poor and poor people
do not make good business clients. Whether by accident or by
design, Japan started to invest in production facilities in the
South, in particular the ASEAN countries. Almost without
exception these countries prospered. Naturally they then became
good markets for Japanese products. Indeed. the Japanese
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manufacturers tested their products in South-East Asia. And
from South-East Asia, the Japanese moved on to market their
products in Europe and America.

Clearly, Japan's investments in South-East Asia helped
develop these countries, and in return, these countries provided
Japan with good markets and helped the process of Japanese
industrialisation. Malaysia, for example, would not be where it
is today without the initial Japanese investments. It is both the
location for massive Japanese investments and a lucrative
market for their goods and services.

Today, foreign direct investment is an acknowledged method
to develop a developing country’s economy. Of course, now not
only Japan but even the NICs are investing and contributing
towards economic development and wealth creation everywhere
in the South. And new and rich markets have been the result,
markets for the Japanese and the other countries of the North as
well as for the NICs. Beggar them and the North will lose the
markets.

The lesson here is that it pays to help others get rich. If the
North wishes to recover economically, the best way is to invest
and enrich the South. Trying to stifle their growth by insisting
on social clauses and unilateral import restrictions will merely
impoverish the South and deprive the North of potentially good
markets. Worse, the poor in the South will migrate North. They
will go by the millions to escape poverty at home. Even today
the North is having problems with migrants. Impoverish the
South and the problems will multiply.

It is true that a fast developing South can also be a threat to
the North. With their lower cost of labour, they may push out
some of the products of the North. But the North is too far
advanced in technology and too rich in capital for the South to
totally displace the North in the marketplace. Certain niches are
bound to remain with the North. And these, the North can
exploit. In the aerospace, telecommunication and computer
fields, to name a few, the South will always remain far behind.
Let the South produce the garments and other low-tech products
in order for them to grow economically. Instead of trying to
force them to limit their population, help them to provide good
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education and to earn a reasonable living. Surely it must have
been noticed that the best way to slow down population growth
is good education and urbanisation of the people. People living
in the towns and cities just cannot afford to have too many
children even though their incomes may be higher. It is not by
accident that poor countries have high birth rates. If they have
no other asset, then they must regard children as their only asset.
It is the only thing they can have more of without additional
capital outlay. What happens to the children is not of major
concern. Any loss can be made up.

What then are the prospects for North-South relations? The
answer is not very good at the moment. They are not good
because the basic premises are all wrong. They are not good
because the strong and the rich are not willing to change their
attitude. They want to perpetuate colonialism in other forms and
by other names. They are not good because the South is still
fumbling with democratic forms and the complexities of the free
market. And for a long time they will continue to fumble.

The South may be weak and poor. But there is no way they
will return to the subservience of the past. They may not be able
to do much, but their resentment will be palpable. Imagine
billions of these resentful people overflowing their borders.

In the days of colonialism, there were a few in the North who
felt strongly that colonialism was wrong. They threw their
weight behind the people in the colonies. Gradually their views
won acceptance by the majority in the North. Colonialism
became a bad word. And nations which were victorious in the
last war suddenly acceded to the dismantling of their empires.

Is it possible that some intellectuals in the North will see that
the treatment of the South by the North is wrong and dare to
point this out to the peoples and the Governments of the North?
Is it possible that a new dialogue between North and South be
initiated in which both the North and the South will be guided
by more enlightened people?

1 do not have an answer. But unless and until there is a
sincere effort to discard entrenched mind-sets, the prospects for
North-South relations are not going to be good.
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The First East Asian
Young Leaders
Congress On “East
Asian Peace Stability
And Prosperity”

There are times in the affairs of mankind when history takes
a definite turn. This could be such a time. For much of world’s
history, Asia was the centre of human civilisation. Asia
contributed considerably to the development of the human
society and its civilisation. Asia led in the arts and the sciences
and the sum total of human knowledge.

Asia had its share of wars and violence, but by and large, it
was more peaceful than Europe ever was. Although history
books seem to suggest that Asian empires appeared and
disappeared with startling rapidity, in fact they were durable,
each lasting hundreds of years. And the Imperial courts
patronised the arts and the sciences, causing them to bloom.
There may be people who think that just because the Cold War
is over there is no more history, that history has come to an end.
1 don’t pretend to understand this conclusion. But I think you
will agree with me that the end of the Cold War marks the
beginning of a new era.




You, as other movers and makers of East Asia’s future,
should prepare to play a role in the making of this new history,
history in which Asia once again becomes the most important
cradle of human civilisation.

Asian history has for too many hundreds of years been an
appendage of European history. Our lives have, for much too
long, been too dependent on the events and aspirations of
nations elsewhere.

It is time to dedicate ourselves to a non-confrontationist,
non-xenophobic Asian Resurgence, a movement driven not by
the outside or by resentment or anger, but by our own ambitions
for our own people, our own countries and our own region. It is
time to commit ourselves to that long and awesome process
whose final destination should be a durable and comprehensive
Asian Renaissance founded on the finest traditions of Asia and
on Asian cthics.

The challenges are enormous. Much will depend on how
much peace, how much stability and how much prosperity we
can generate for our people and for the region in the decades to
come.

Obviously, Asia must advance over the broadest
geographical front.

But I suspect that much of the inspiration, the impetus and
the drive for an Asian Renaissance, if it ever were to come, will
come from East Asia.

Certainly, we in East Asia can look back with some degree of
pride on what we have been able to achieve over the last few
decades. It has been a period of massive trials, tribulations and
transformations. Fortunately, it has also been a time of
achievements most remarkable.

Most of the region is now a marketplace —filled with the
ringing sound not of bugles and bullets, but of bazaar bargaining
and stock market babble, of pile-driving steam hammers, of
roads and harbours and magnificent edifices, of progress and
growth.
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There are still disputes and threats and words spoken in
anger. But the forces that are at work are not those of war and
conquest, but those of the market.

But not for a century and a half has the strategic environment
of East Asia been as good as it is today. We can take reasonable
satisfaction from this.

Let us nevertheless all regard what we have achieved as only
the first instalment towards the Asian Renaissance that I speak
of.

Let me now turn to the third leg of the Asian Resurgence that
has already begun and the most basic foundation of the Asian
Resurgence yet to come: our dynamism and prosperity.

After all the current talk of “the East Asian Economic
Miracle”, it is important to remind ourselves how often in the
past, the leaders in the East threw up their hands in despair, as
they predicted not “an East Asian Economic Miracle” but “the
East Asian economic morass”.

At one point or another, every economy in East Asia has
been assumed to be an economy without hope. A ton of learned
treatises explained why we were condemned to economic
stagnation or worse. Even Japan had grave doubts about the
future of the Japanese economy. Indonesia and South Korea
were regarded very much in the way that the worst sub-Sahara
African countries are regarded today.

The learned analysts have been confounded. This region of
yesterday's “dominoes” is now clearly a region of humming
dynamos. We will be the primary source of tomorrow’s growth
and dynamism for the rest of the world.

But there can be no resting on laurels. The vast proportion of
our peoples are still poor. For them, the Economic Miracle, the
economic growth rates are quite irrelevant. They have no share
init.

But first, let us ensure that the present peaceful relations
between East Asian states are prolonged. We did not really work
towards it. But let us not let the accident of peace be allowed to
end in another accident, that of war. We must now actively
promote peace between us and peace among us.
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I think it was the ancient Romans who said, “To have peace
you must prepare for war.” But really, we cannot afford to spend
so much on military preparedness. Today’s weapon systems are
just too costly. We will be bankrupting ourselves trying to deter
cach other. We will be creating tensions and tensions between
nations do not encourage economic investments and long-term
development plans. We will not have the money for
development.

It should be the adage of the modern East Asia that: if you
want peace, prepare for peace, work for peace, fight for peace
— fight for peace with the resolve and the resources that are
generally reserved by nations for the prosecution of war.

In the cause of cooperative peace — cooperation to build an
East Asian region of peace, friendship and tranquility —
obviously there are many things we must be prepared to do
unilaterally. Reassuring our neighbours, abiding by the rules of
international law, negotiation instead of confrontation, ensuring
domestic stability and order, behaving with sensitivity and
responsibility, and leading by example.

Because it does not have the glamour of multilateralism,
what is forgotten is that a great deal does hinge on the
development of good bilateral relations. All of East Asia will
become a region of amity and goodwill if we can build a
seamless web of friendly bilateral relations.

There are things that we can do at the United Nations and at
the global level in pursuit of our commitment to cooperative
peace. There are contributions to be made at the minilateral
level, in terms of the smaller region, and in terms of the bigger
region of East Asia. We in the ASEAN community can never
afford to neglect ASEAN. ASEAN can be a base and an
example of a much wider East Asian Cooperation.

Choosing to build an East Asian region of peace does not
mean turning away from other concerns, other interests and
other regions. We should not. Indeed we could not, for all of us
are trading nations. We need the rest of the world. The richer
they are the better customers they will be.
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Fortunately, nations can do many things at the same time.
The nations of East Asia have no choice but to do a great many
things at the same time if they wish to make the necessary
contribution to peace, if they are committed, as they should be,
10 peace.

We have almost all done well if not very well. An East Asian
regional economy, integrating at a remarkable rate, is rising at
breathtaking speed. The integration has been private sector
driven, a source of real strength. In purchasing power parity
terms, East Asia is already the largest regional economy in the
world, bigger than the Western European or the NAFTA
regional economy. In US dollar terms, we will enter the 21st
century being the largest regional economy in the world.

Will we enter the 21st century as the object of international
economic relations or as a full subject of international economic
relations? Will we be “the prize”, the victim, the economic
battlefield of the 21st century, with no say in the wider world,
whose rules will be decided elsewhere? Or will we be
full-fledged actors, able to play our rightful role in global
economics, and able to make the contribution we must to the
healthi of the commo Ith of man?
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On the issue of peace, | have spoken of the criticality of self

help and unilateral action. I have also stressed the need for
cooperation between us.

On the issue of prosperity, also, let me stress the importance
of self help and individual action.

Just as [ believe in the importance of ensuring an East Asian
system of cooperative peace, I believe in an East Asian system
of cooperative prosperity.

We will compete against each other. We must compete
against each other. But we must also cooperate with each other.
And we must establish processes of cooperative prosperity with
each other, ially as our ition mounts, ially as

P P P

our enormous interdependence escalates.




This is why I proposed the idea of the East Asia Economic
Group, now called the East Asia Economic Caucus.

Since the campaign of lies and deliberate disinformation on
the EAEG or EAEC concept has been so strong, let me for the
umpteenth time explain what is the EAEC.

Malaysia is opposed to the creation of a preferential trading
arrangement, or a free trade area, or a customs union, or an
cconomic union for East Asia. What we wish to see is the
establishment of a loose consultative forum for East Asia. This
forum should have both a regional and an extra-regional agenda.

In pursuit of the regional agenda, the e ies of East Asia
should meet at the ministerial level to discuss how we can enrich
our regional economic cooperation. In pursuit of the
extra-regional agenda, we should discuss how we can cooperate
1o ensure an open, non-protectionist, healthy global trading and
economic system.

Second, although regional trade is crucially important, we
should not be confined to trade. There is much that can be done
with regard to ising joint develop zones, trans-border
investment, technology sharing, tourism, even labour flows. The
areas for cooperation — from privatisation to infrastructure
development — are too many to enumerate.

Third, on matters related to world trade, we must be
champions of free and fair trade.

Fourth, we must champion the cause of “‘open regionalism".
If we agree to do something on regional trade, we must ensure
no new or higher measure of protection and discrimination
should be introduced against those outside East Asia. When
others decide to do something on regional trade, we should act
to ensure that they too adhere to the principle of open
regionalism.

Fifth, we should aspire to be a model for true North-South
cooperation.

Sixth, we must contribute to the security and well-being on
the part of all the economies of the region.
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Seventh, whatever cooperation we embark upon should be
grounded in the principles of mutual benefit, mutual respect,
egalitarianism, consensus and democracy. Each one of these
basic principles is basic in itself.

At the same time that we pursue these ends, we should
ensure that we are not confrontationist, that we are not bullied
and intimidated and that we do not damage ASEAN, APEC, and
other established processes; we should not allow others to divide
the Pacific, ASEAN or East Asia; we must not be cowed from
speaking out against racism, exclusivism and attempts to create
closed trading blocs.

And finally let us not be afraid to uphold and defend Asian
values. We are fortunate in that we could see the results of the
experiments with new ideologies and values by others. While
the democratic Western liberals may claim victory over the
Socialist/Communist ideologies of the East, the West itself is far
from being the ideal society. Materialism and extreme hedonism
has resulted in the collapse of the family and the institution of
marriage. Homosexuality is of course found in all societies, but
when it is accepted, and even glorified, then the practice will
spread even among those not ambiguously created by nature.
Now the law permits men to marry men and women to marry
women. Worst still, incest - marriage between brother and sister
- is no longer condemned. And soon father and daughter, mother
and son will pair off.

Individual freedom knows no limit. In the name of individual
freedom anything can be done, even if it hurts the community.
Liberal democracy is sacrosanct and may not be tampered with
even when it is obviously destroying society and more. And all
the while, new freedoms are invented and old values derided.

Asian values are old and orthodox. The old, the parents, the
teachers, they are respected. The community comes before the
individual. The family is extended and is responsible for its
members, not the Government. These are but some of the values
which we accept and practise. They have not destroyed our
society. Indeed, they have helped us to maintain a balance in the
contest between evil and good, in a world that is getting ever
more confused. We should hang on to them despite the sneers of
the liberals and the modern.
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I think T owe it to you to explain why I believe in the East
Asian future that I have advocated above.

What I am suggesting for East Asia is what has already
worked for ASEAN.

After a quarter century, the ASEAN Community is now a
haven of peace, of stability and of prosperity.

History can never be made to repeat itself. But it can be a
great teacher and the source of great inspirations.

I ask you now: why not an East Asian zone of peace, of
stability, of prosperity? If we achieve it, we may change the
course of history; directly, the future of more than a quarter of
mankind in the East, indirectly, the destiny of mankind.

An Asian Renaissance will not come in my lifetime. I pray
that it will come in yours.




The 27th International
General Meeting Of
The Pacific Basin

Economic Council

(The Pacific Era - Role of Member Countries)
Kuala Lumpur, Malaysia, 23 May 1994

It is not the great leaders of the Pacific who are the most
important builders of the Pacific community that is yet to be. It
is not the officials and bureaucrats who will build the Pacific
community of cooperative peace and prosperity that I hope will
flourish in the 21st century.

It is not the gret intellects and the powerful media that will
construct the Pax Pacifica that will be worthy of the aspirations
of the peoples of the Pacific. Most certainly, all will have to rise
to the challenge. At some point or other, all will have to play the
most critical of roles.

Yet, right or wrong, it is simply my view that the most
important sustained builders of the Pacific community that must
be built in the days, weeks, years and decades ahead will be the
workers, and P of the b
communities of the countries of the Pacific rim.

1 do not say this because I am speaking before so many
captains of industry and commerce of this vast region, before so
many of the business leaders of the Pacific. I have repeatedly
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stressed this point at meetings of government leaders and at
other meetings where such a view is often regarded as heretical.
I might as well repeat it before an audience which must regard
such a view as merely obvious.

I am sure we can all agree that peace and stability are
essential pre-requisites for the Pacific Age. Without peace and
without stability, all the basic assumptions on progress have to
£0 back to the drawing board. Fortunately for us in the Pacific,
not perhaps for 150 years has the strategic environment been so
conducive for peace and stability. In so many parts of the
Pacific, peace and stability have already broken out or are being
strengthened.

I am fully aware of the awesome conflict potential in the
Korean peninsula that could change the entire strategic picture
and future of the Pacific. I know of the possibility of the division
of Canada. I am aware of the issues in Mexico and some of the
internal security concerns in north and central America. But |
am very confident that China will not break up, that the Japanese
are not going to lose their senses and there will be no violent
maritime conflict in the region.

All these and other security issues that will be thrown up in
the course of time can't be dealt with the old mind-set of
confrontation, power and deterrence, which can never create a
warm and cooperative peace, which can only guarantee the
rigidifying of a status quo and the vicious circle of enmity,
armament, suspicion and hatred. To be sure, there arc
circumstances under which there is no better choice. But the
Pacific of today and tomorrow, is a Pacific of better choices.

There are now tremendous opportunities to go by a different
path, to cooperate with those with whom one disagrees. with
whom one has yet to come to an agreement. There are so many
opportunities to work with those whose perspectives and
interests differ from one's own, yet presents possibilities of
harmonisation, or at worst an agreement to agree to disagree
without being disagreeable. This is the path of cooperative
security, of trying to get along, of trying to understand one's
adversary and the security concerns of others, of trying to
accommodate and to embrace, to strengthen acquaintanceships,
to build the bonds of friendship.

32




Itis a central paradox of peace-making that true peace is best
made when there is peace. It is too late when the clouds of
conflict have begun to gather. Now and in the years ahead, to
ensure the Pacific Era that we want to see, we must together
work intimately and diligently to build a Pacific Peace worthy
of the name of the ocean which washes all our shores.

It also seems somewhat obvious that we should build not
only a community of cooperative peace, but also mutual
prosperity. I believe there are at least two pillars for such an
endeavour which should be stressed at this point in time.

The first is to ensure a Pacific market system which
unleashes the ferocious force of enterprise and catalyses all the
synergistic potential of the Pacific. The second is to ensure the
development of a Pacific economic system is firmly wedded to
open regionalism.

We have seen the bankruptcy of the central command
economy. On the other hand, we have seen what can be done
when markets are opened and liberated and when goods and
services are freed to pond to the ds of the
marketplace rather than the specific targets and dictates of
bureaucrats, planners and politicians. We have seen what China
has been able to achieve, what Vietnam has been able to
accomplish. We should seek the further opening of the transition
economies and the wedding of all our economies to the market
system.

What makes sense within the context of the domestic
economy makes sense also within the international and Pacific
economy. The command economy makes nonsense in terms of
domestic economics. It makes nonsense in terms of the
international economy.

Our Pacific Era must also be built upon the firm foundation
of a liberalising Pacific economic system that is fast reducing
the obstacles to the flow of goods and services. I believe that we
owe it to the world and to ourselves to also proceed on the basis
of lowering the obstacles to businesses located outside the
Pacific Rim. A mercantilist Pacific makes as much sense as a
mercantilist Canada or a mercantilist Japan or a mercantilist
United States.




However macho we are on the Pacific, we must never forget
the global community. I believe we must escape the trap that has
been a source of weakness in Western Europe. It is very difficult
to find Europeans who believe that they are incredibly
Euro-centric. At the same time, I am confident most of you will
agree with me when I say that it is difficult to find Europeans
who are not in fact, whether they know it or not, incredibly
Euro-centric.

We of the Pacific must never forget our global frame of
reference and our global frame of operations. The Pacific
community which we should seek to build must not be
inward-oriented and discriminatory towards the rest of the
world. We would be foolish if we of the Pacific get together in
order to circle our wagons, to raise the barricades and to keep
everyone else out. Our Pacific community must be open to the
world, to the exports and the investments, technology and
comprehensive economic penetration of the rest of the world.

Even as we must be committed to open globalism at the
global level, and to open super-regionalism at the Pacific level.
we must be committed to open regionalism in all the various
regional schemes upon which we embark. The North American
Free Trade Area (NAFTA) and the free trade area between
Australia and New Zealand (ANZCERTA) must all seek to
reduce the barriers to external economies as well as reducing the
barriers to the participating member states. The same must hold
for whatever is tried in East Asia. Any East Asian scheme for
economic cooperation, including the EAEC, which has been the
victim of so much deliberate misinformation, must be wedded to
this idea of open regionalism.

I have so far outlined what I mean by ‘cooperative peace’
and ‘cooperative mutual prosperity’. Let me try to clarify what
I mean by the term *a true Pacific Community".

I believe that the true Pacific community that has to be
patiently built must be robust, must be infused by friendship and
a sense of community. It must be egalitarian and democratic.
And it must be beneficial to all of the members of our Pacific
family,




It must be a community that will endure, not a Pacific
construct founded on a or a porary
association of convenience that mlghl be here today and gone
tomorrow.

We should understand, indeed welcome, the enthusiasm of
those who have just discovered the Pacific. But the building of
such a true Pacific community is not a task to which we should
come with wide-cyed ici ideali or i
There is little room for romanticism and every reason for being
realistic, for exploiting pragmatism to its fullest potential. Our
idealism must be without illusion. There is need for a
constructive impatience but an even greater need for sobriety
and the stamina of the long-distance runner.

We must be prepared for a journey of a thousand miles. Not
because there is virtue in long journeys, but because the journey
towards a true Pacific cc ity must of ity be long.
This is unfortunate. But that is the way that it is.

Second, what we must build, I belicve, is a relationship
between us based on a sense of community, “as within a family
or a group of friends™.

A true Pacific community, a Pacific village or family or
group of friends will need to be founded on knowledge,
familiarity, understanding, empathy, mutual regard and mutual
respect.

Let us face the facts squarely. Many of us around this Pacific
Rim are as strangers, whose acquaintanceships with each other
can be measured in terms of months rather than years. Many of
us hardly know each other, are hardly familiar with each other.
It can be no surprisc that there are enormous gaps in
understanding. Indeed, in basic knowledge.

Al present there appears to be a gross imbalance not only in
knowledge but also with regard to mutual respect. One is
sometimes tempted to think that those who know least about
others are the most likely to tell them what they should be doing
with regard to the running of their present, and the making of
their future.




My advocacy of egalitarianism and democracy is not an
attempt to fly in the face of reality. In life, some will always be
more equal than others. Chile is not Canada. Canada is not
China. Hong Kong is not Japan. And Japan is not the United
States. Even within the family, we know that there are older
brothers and sisters. But the play of power and size and
leadership should take place within a roughly egalitarian
framework. Although the different shades of grey will be there,
we all know when something is definitely non-egalitarian and
when something is clearly egalitarian. Whatever may have been
the record of the past, in the future, a true Pacific community
cannot be built on the basis of hegemony and imperial
command.

We are also dccply comrnmcd to the bu:ldmg of a Pacific
< y that is d and | and that operates
on the basis of democratic and consensual principles. We all
know how frustrating democracy can be. But it is the best form
so far devised for the governance of society. This is as true for
the governance of a civilised community of states, as it is true
for the governance of a civilised community of citizens.

We all know how infuriatingly difficult it is to get a
consensus, especially when so many from so many different
backgrounds, perspectives and interests are involved. But what
is the alternative? Tu pretend agreement when there is none? To
go th h the of ad g the finest formulation of
words, wuh no intent to see them lhrough and to honour them in
the spirit as well as in the letter? To sign agreements and to
mount the most intense search for loopholes even before the ink
is dry? What is the alternative to building a ¢ ity th t

? To bulldoze? To bludg: " To bully? You can

legislate for some things. But you cannot legislate for a meeting
of the minds, for a feeling of sympathy and affection between
friends and the bonds that bind a family together. A true Pacific
community can only be built through the deepening and
widening of consensus over a large range of shared ends and
shared perceptions on the means.




Most obviously, it is extremely important for all who are
involved in the Pacific process of community building to feel
that they are benefitting, that they are getting something they
would otherwise not get.

There are those who believe in historical inevitability — and
the historical inevitability of the Pacific as the future economic
centre of gravity of the world. I believe that things are inevitable
only if we make them so.

Our ‘Pacific Era” will be stillborn if we quarrel and fight
amongst ourselves, if we divide the Pacific, if we create
discriminatory trading blocs, if we draw a line down the Pacific,
if we are unwilling to extend to each other the normal rules and
regulations — like the Most Favoured Nation (MFN) status —
that are the norms between trading economies.

I am sure you will also agree that a ‘Pacific Era’ cannot be
sustained if we do not play fair, if we do not open more fully to
each other, if we do not further liberalise our economies.

I am sure you will also agree that a *Pacific Era’ will not be
fostered if we do not engage fully all the dynamic possibilities
of working together; if we do not exploit all the synergistic
opportunities afforded by the fact that each of us has different
strengths and comparative advantages.

Obviously, Governments have a major role to play. But I do
not believe that in the forseeable future Governments have all
that great a role to play. The Almighty help us if we were to
create the Pacific analogue of the ‘Eurocrats’ who have played
such an interventionist role in Europe.

To try to build a Pacific community along the lines of the
European Community would be extremely disruptive and
damaging to the long-term building of a Pacific community. The
conditions are not there. It would be disastrous.

Instead of a ton of legal dc a phalanx of b acy
forcing the pace of integration; instead of an artificially forced
process, what Governments should do is merely establish the

framework within which people-to-people contact can flourish,
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the ambience and framework within which entrepreneurs can go
about their daily business of profiting from Pacific dynamism,
lhereby bulldmg the relauonshjps of investment, trade and

ve which are the brick,
the slccl and the cement of our embryomc Pacific community.

Let me therefore end as I began, by stressing the importance
and the role of the private sector. You, ladies and gentlemen, are
the most important builders.

Prosper from the Pacific. Prosper with the Pacific. Build the
web of mutual regard, interdependence and common interest
that will withstand the test of time. No more solid foundation
can be found for the making of a Pacific Era that hopefully will
span and go beyond the 21st century.
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The Opening Of The
The Tenth International
General Meeting Of

The Pacific Economic

Cooperation Council
(PECC X)

(Pacific community - Peace/Stability)
Kuala Lumpur, Malaysia, 22 March 1994

The ecc ies that are ref d here at the Pacific
Economic Cooperation Council (PECC X) have a total Gross
National Product (GNP) of more than US$ 12 trillion. This is
two times bigger than the total GNP of the European Union. It
is three times bigger than the total GNP of the rest of the world.
No less than three-fifths of the wealth of the entire global
community is generated by the economies represented in this
room.

In purchasing power parity terms, the figures are even bigger.
The United States is the world's largest economy. China is the
world’s second largest economy. Japan is the world’s third
largest economy. Indonesia is the twelfth largest economy in the
world.

It is a matter of historical record that every economy in
Pacific Asia was not too long ago considered a domino or a
domino-to-be. We were seen in the same way that so many
countries in Africa are seen today. Economies with little hope.
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Beset by problems that obviously could never be solved,
cultures that surely would weigh us down, handicaps that would
inevitably reduce many of us to life with a begging bowl. South
Korea was seen in this light. Indonesia before the arrival of
President Suharto was seen in this light. Thailand, Malaysia,
Singapore, Hong Kong and even Japan. Even China. You name
it. We were all, at one time or another during the post-war years,
assumed 1o be societies with little hope.

Now, almost without exception, we are all regarded as
dynamos.

Imagine the possibilities of a Pacific of such enormous verve
and vitality, of such enormous wealth, of such enormous
diversity, of such enormous talent, of such enormous synergistic
potential! Imagine what we can do together — for ourselves and
for the rest of the world — if we can put our act together, if we
can together build a true community of cooperative peace and
mutual prosperity. A community worthy of the name of the
Ocean whose waters lap our shores, worthy of the hard-working
people who sweat and toil in the lands that rim the Pacific.

Some of us have been energised by the Pacific potential long
before some of the present champions of the Pacific recognised
the vitality of the super-region and awoke to its immense
possibilities.

Malaysia was the first in Asean to join the Pacific Basin
Economic Council (PBEC). In May this year, Malaysia will be
hosting, with pride, the International General Meeting of the
PBEC, to which I am strongly committed. For the last seven
years, Kuala Lumpur has played host to the Asia Pacific
Roundtable, a security forum which for the first time in Pacific
history, brought together all the friends and foes of the Pacific
into a process of talking and reasoning together. In June this
year, this attempt at community-building in the Asia Pacific will
meet for the Eighth Asia Pacific Roundtable.

On this day, Malaysia is proud to host the Tenth International
Conference of the Pacific Economic Cooperation Council. I
have been informed that this is the most high-powered
non-governmental international conference ever held in the
Pacific.




I particularly welcome former President Aylwin of Chile and
Prime Minister Goldenberg of Peru, the Secretary General of
UNCTAD and the Deputy Secretary General of the OECD —
and all who have come from across this vast ocean.

I .am a great respector of what some have called ‘this vision
thing’. There is of course a great danger in grand idealism
wedded to grand illusion. Great visions can sometimes get in the
way of the day-to-day things that we must do today, that are
urgent, that brook no delay.

But there is no virtue in activity without purpose. There can
be little satisfaction in mileage without milestones and distance
without a destination. There is no sense in getting quickly to
places we do not want to go.

Iam a Malaysi ionalist (: hing that some people do
not like). As a Malaysi ionalist, in with most
Malaysians, I have a clear sense of direction and of directions
for Malaysia.

I am also an Aseanist. Far too many ignorant people today
underestimate Asean. It has been central to our post-colonial
past. It will remain central to our future. Indeed, I confess,
without any sense of guilt, that I will fight every impulse,
contain every force and confront any danger that will damage or
destroy the Asean family. For this, I make no apology. I express
no reservation.

At the same time, I am a Southeast Asian and an East Asian.
As a Southeast Asian, I am proud that we have together, been
able to turn a battleground into a marketpl A South
Asian neighbourhood of warmth and friendship has to be tended
and nourished.

As an East Asian, I am committed to the building of an East
Asian community in which our common peace is cooperatively
constructed and our common prosperity is cooperatively built,
an East Asian community in which the giants of our region —
China, Japan, Indonesia — shall have their rightful place,
discharging their rightful responsibilities, all of us living in
harmony in an egalitarian community of mutual respect and
mutual benefit.
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As a global citizen, my country must play an active role in
the making of a new world community based on egalitarianism,
mutual respect and justice. We will do what has to be done, even
if there is a price to be paid.

As a fervent believer in the need to enrich and strengthen
Pacific interdependence and cooperation, I also believe that the
nations of the Pacific, the business enterprises of the Pacific, the
intellectual leaders of the Pacific — all of us in the Pacific —
cach in our own way, should work hard to contribute to the
making of a productive community of cooperative peace and
prosperity in the Pacific.

There are two key words here. The first is ‘community’. The
second is ‘productive’.

I believe that what we must build is a Pacific community that
is robust and that will endure, not a temporary Pacific
association of convenience, or a Pacific construct erected over a
transient enthusiasm — or a Pacific club or organisation with a
single purpose or interest, an appendage to someone, something
that is here today and gone tomorrow.

In the jargon of sociology, the German word ‘gemeinschaft’
is used to refer to a social relationship based on affection,
kinship or a sense of community, “as within a family or a group
of friends.” The German word ‘gesellschaft’, on the other hand,
is a relationship based on law, adherence to rules and regulations
and to duty — as within a structured organisation. I believe that
what we must build is a Pacific ‘Gemeinschaft’, a Pacific village
or family or group of friends, not an artificial, Cartesian
construct — over-legalistic, over-structured and over-
institutionalised.

If this is our vision, obviously we have more to learn from the
patient wisdom of our traditional culture, the stamina of the
long-distance runner and the simple brick-layer who builds a
house brick by brick, than the philosophy of Rene Descartes and
the most magical builder of the house of cards.

The cager and the enthusiastic have to understand the
enormous diversity of the Asia Pacific. In some of our cultures,
friends are made in the course of a day. But for most of us, given
our cultures, it takes time to become true friends.
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A dozen years ago, in the very early stages of the Pacific
movement, at a conference on the Pacific in Bali, I stated: “Tak
kenal, maka tak cinta”. We did not yet know each other. How
could we be expected to be firm friends? Over the years, some
strangers have begun to know each other much better. But there
are new strangers who must be made our firm friends.

The eager and the enthusiastic have to und d that not so
many months ago, some of us of the Pacific were prepared to
throw megatons at each other, to kill hundreds of millions of
each other’s citizens.

Clearly, the Asia Pacific journey to full trust, empathy and
respect is a journey of a thousand miles, with very few safe
short-cuts. There are no bullet trains. We must be prepared often
to go on foot, despite the inconvenience.

So many ties have to be established, so many webs have to
be weaved, so many chasms have to be bridged. The work — so
full of frustrations — has to be done with patience and with
persistence. Rome was not built in a day. A true Pacific
community cannot be built in a decade. We must think in terms
of decades. We must find the stamina to stay the course.

We must understand at the same time that the building of a
true community cannot be a monopoly of bureaucrats or
governments meeting intermittently. It can only be built by a
million hands, working every day and every hour of the day.

Indeed, right or wrong, it is the private sector, the business
person pursuing growth and profit (not officials armed to the
teeth with the best of intentions, laws, regulations, frameworks
and authority, or politicians and statesmen who strut the great
stage of international play) who have the greatest contribution to
the making of the Pacific economic community. It is the
intellectual and media leaders, like so many of you in the
audience, who must help to build the needed community of the
mind and of the heart.

APEC properly structured has of course a most important
place and a most important role. But those APEC members who
wish to measure the Pacific spirit and the Pacific commitment
purely in terms of being macho on APEC, are misguided.




There is a role for PECC to play, for PBEC to play, for
PAFTAD to play, for the Asean Regional Forum to play, for the
ASEAN dialogue process to play, for all the sub-regional
forums to play.

We contribute to Pacific interdependence and
community-building when we improve our bilateral relations.
We contribute when we improve neighbourly relations and
foster a peaceful nelghbourhood and a flourishing one. All have
to be part of this multi-layered, multi-di ional process of
Pacific community-building.

To ensure the ‘productive’ community that we need, it is
essential that we establish an egnlllana.n Pacific community, not
a heg ic Pacific y.

Let me say it for Malaysia: we cannot accept a Pax Sinica;
we cannot accept a Pax Nipponica; we cannot accept a Pax
Americana. Not now and not in the future. Instead, we believe
in the establishment of a Pax Pacifica, a Pax without an
imperium, without a protector, and without an overlord. We
believe in an egalitarian community.

Most obviously, China is not Canada or Chile. Japan is not
Hong Kong or Mexico. Even within the closest family, there are
older brothers and sisters. Power and size will have their
inevitable play. But this must be within an egalitarian
framework of mutual respect and mutual benefit.

Egalitarianism is not an illusion founded on departure from
realities. Nor does it deny the need for leadership. The leaders
must lead. But leadership, too, must be within the framework of
mutual respect and mutual benefit.

I believe that it is also important to ensure a Pacific
community that is democratic and consemual nnd that works on
the basis of d ic and cc | principles — however
frustrating democracy is, however mfunaungly difficult

consensus may sometimes be to secure.

We should also be strongly committed to the objective of
making sure lhm the Pacific commumty that we build conforms
lism. This of course

tothei ives of open

P

is the central theme of this conference.




Before I proceed to say a few words on open regionalism, I
hope we can all proceed on the same basic premise. Is there any
doubt that the first best option is not open regionalism but open
globalism?

This entire planet should be a single market place, a single
trading bloc, with as few obstacles and distortions as possible to
the freest and least managed exchange of goods and services.
Can we not all agree that global free trade, like democracy —
with all the inherent imperfections —is by far the best option,
ensuring the greatest good for the greatest number?

T used to think that we all agreed that the command economy
makes economic nonsense in the international economic system,
just as it makes economic nonsense within the domestic
economic system. Now some seem to question this. Is it the
system or is it the people? Most handle the free market as badly
as the closed market.

There can surely be no question about the fact that economic
regionalism is a reality of life that will not go away. In the years
since World War I1, more than 55 regional trading arrangements
have been submitted to GATT for its examination. Australia and
New Zealand were the pioneers in the Pacific. In 1965, they
launched the first NAFTA, the New Zealand-Australia Free
Trade Agreement. The latest ramification is the 1983
Australia-New Zealand Closer Economic Relations Trade
Agreement or ANZCERTA.

Regional trading blocs — which by definition are regional
trade groupings which have a common set of market access
conditions among member economies which are not accorded to
those outside the bloc — have been implemented or tried in
every area of the world, except only in Northeast Asia. Except
for the Northeast Asian members of APEC, all APEC members
are already involved in one or more regional trading blocs.

The Asean countries will have AFTA. The United States,
Canada and Mexico have NAFTA.




Given that trade blocs are not going to go away and may
even prolife it surely requi hip of the highest
calibre to ensure that they will be as open as possible to
non-members and that they will positively contribute to global
liberalism rather that global protectionism.

The Uruguay Round negotiations have come to something of
a conclusion. We will have to wait and see just how meaningful
that conclusion is. I happen to think that those who believe in
trade liberalism will continue to have a fight on their hands
against the forces of protectionism. Those who believe in open
regionalism, too, have a fight on their hands.

PECC has the San Francisco Declaration on Open
Regionalism upon which it can build, and from which it can
rally forth as a champion of open regionalism. It obviously has
an important role to play. And its tripartite nature gives it the
comparative advantage to fully develop the doctrine and the
legitimacy of open regionalism.

In May last year, at the opening of the 26th International
General Meeting of the Pacific Basin Economic Council in
Seoul, I stated my view that all those who claim to be examples
of open regionalism must pass two tests. The first is the test of
intent. The second is the test of outcome.

The first test requires that the members of a regional
enterprise pursue their regional undertaking not with the
purpose of raising the ramparts and manning the barricades but
with the intent of liberalising the conditions for economic
intercourse between themselves and with the intent of reducing
the barriers to economies outside the regional trading bloc.

This is a very rigorous test. The entire European experience
from the European Coal and Steel Community, through the
Treaty of Rome and Maastricht, fails the test of intent. The
desire to open to those outside need not be the primary intent.
But the desire must be there.

As for the test of outcome, I believe it demands that what
actually results is trade liberalisation within the regional
grouping. In addition, the barriers to outside economies must
actually be reduced.




If these two tests are passed, there is no doubt that open
regionalism will indeed be a contributor to the open global
trading system that [ believe we must fight for.

Earlier in my speech, I said I was a Malaysian nationalist,
that I was an Aseanist, a Southeast Asian, an East Asian, a
globalist and a Pacifican.

As a Malaysian nationalist, I want to open the economy of
Malaysia even further. In the last six years, we have been
growing around 8.5 per cent a year. We must exploit a]l the
advantages that further liberalisation and op
The entire world has to be our marketplace. And we must draw
in the entire world in the making of our Vision 2020 future.

As an Aseanist, I wish to see the Asean community open
itself further, so that we will all become stronger, more
competitive, and more prosperous. I am confident that AFTA
will not only lower the internal barriers but also the barriers to
outside economies.

As a Southeast Asian, I would like to see an open Southeast
Asia. The course is set. The benefits are all too clear.

As an East Asian, 1 would like to see the flourishing of East
Asian economic cooperation and interdependence, and East
Asian open regionalism. I have no doubt in my mind that
Asean's proposal for an EAEC is an idea whose time cannot be
denied.

As a globalist, I know we must ﬁght against protectionism,
managed trade and an internati d y. We
must fight for liberalisation and free trade.

As a Pacifican, I urge you to dedicate the PECC and your
countries to the cause of open regionalism in the Pacific.

I pray that you, during the course of this conference and the
nations of the Pacific in the decades ahead, will indeed succeed
in holding firmly to the cause of open Pacific regionalism and in
finding the way forward.

We of the Pacific, who generate three-fifths of the wealth on
this planet, owe this to our peoples and to the rest of mankind.
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The Opening Of The
Pacific Rim Business
Collaboration
Symposium

(Regional Business Collaboration)
Kuala Lumpur, Malaysia, 5 December 1994

The objective of this symposium is very laudable as it is
meant to promote regional business alliances. It is only right that
the private sector should take the lead as they stand to gain by it
the most. This is especially so b of the i ing size of
Asia’s market. Based on current performances, it is expected to
be the world's fastest growing region in the 21st century. Its
dynamism will be a major force driving the world economy. It
is also a fact that despite poor economic performances
elsewhere, East Asian nations have continued to experience
high growth and it would not be wrong to anticipate that this
trend will continue for many years to come. Indeed, it was not
too long ago when we were told that the Mediterranean was the
ocean of the past; that the Atlantic the ocean of the present and
the Pacific, the ocean of the future. The future is already here
and Asia’s share of global GDP is expected to increase from
about 25 percent to almost 33 percent by the 21st Century.
Asia’s economic growth has clearly outstripped world economic
growth.




In the case of Malaysia, we have been able to transform it
from an agricultural, commodity-driven economy into a
diversified manufacturing-based and export-led economy.
Today, Malaysia is one of the few countries in the world that
enjoys buoyant economic growth with low inflation. While itis
true that some countries are booming, they are also afflicted
with runaway inflation. In Malaysia, prudent economic and
fiscal policies have helped businesses to prosper and grow
rapidly without affecting the low rate of inflation characteristic
of the country. With our P and f ic policies, we
hope to encourage greater inflow of foreign investments
involving sophisticated technology, high capital, technical
know-how and marketing expertise. Through this forum, the
private sector hopefully can further enhance its capacity in terms
of tapping the potential markets of the Asian countries while
establishing a symbiotic and mutually beneficial relationship.
Today, Malaysia is modestly proud to be regarded as a model for
economic development. If I may say so, the achievement is even
more impressive as we have managed not only to promote rapid
economic development, but have done so despite being a nation
of diverse and i ible ethnic and religious mix.

Malaysia’s economic transformation and East Asia’s success
story did not come about by accident. It was also not sheer luck
that has made us what we are today. Our success story is the
product of much hard work, together with a work ethic that is
compatible with industrial peace and high productivity.

Indeed, we believe strong, stable governments are a major
pre-requisite for success. Look around you in East Asia and you
will find that there is a strong correlation between rapid
cconomic growth and strong stable governments. Strong
governments are prepared to take unpopular decisions in the
best interests of the nation. Strong, stable governments adopt a
longer term outlook on macro-planning and are not just
concerned with the next general elections. Strong governments
provide the necessary stability and predictability so essential to
long-term investments.




Strong governments do not mean the absence of free,
democratic elections. When people understand the limitations
and the responsibility of citizens, democracy can be practised
without democratic extremism and anarchy. Democracy is
meant to serve the people, not the people to serve democracy.
When the devotion to democracy results in a stagnant economy,
high unemployment and denial of the right to work and work
hard; when democracy protects fascists and neo-Nazis; when the
individual activist takes precedence over the silent masses, then
it is time to question whether we have correctly interpreted
democracy. It is important to remember that fanatical democrats
are no better than religious fanatics. They both cannot see the
wood for the trees.

In the West, democracy means many things to different
people. To us in Asia, democracy means our citizens are entitled
to free and fair elections. They can choose the Governments of
their liking. We also believe that once we have elected our
Governments, they should be allowed to govern and to
formulate policies and act on them. Our democracy does not
confer complete licence for citizens to go wild. We nced
political stability, predictability and consistency to provide the
necessary environment for progress and economic development.
Thus, we have seen the Singapore story unfolded by Mr Lee
Kuan Yew and now continued by Mr Goh Chok Tong. We see
this in Indonesia’s success story with President Suharto, staying
at the helm for almost 30 years.

We are socially stable in Malaysia. Although our people
differ in terms of culture, religion and philosophy, they display
tolerance, understanding and respect each others’ way of life.
Malaysians generally believe in compromi We do not
compromise out of weakness but rather out of a common desire
to see our nation remain peaceful and prosperous. The vast
majority of Malaysians are moderate people, tolerant, sensitive
to each other's differences and harbour little ill-will.

Malaysia is fortunate to have a resilient private sector willing
to undertake risks and share the tasks of building economic
prosperity. The private sector is the main engine of growth for

50




the Malaysian economy. Together with the Government's
proactive and sound macro-economic principles and
programmes, the concept of Malaysia Incorporated and
privatisation, we have been able to accelerate growth, reduce
our foreign debts, deregulate and assist the private sector to
expand their role. We have invested in the future, by allocating
vast sums of money to build infrastructure, as well as provide
education and training suitable for an industrial economy. It is
this commitment towards investing in infrastructure and human
resource development that has given us a strong competitive
edge.

Malaysia will i to maintain its liberal economic
policies and develof prog; Our policies will remain
consi predictable and transp For us, the challenge of

managing success is just as important as managing problems
during a recession. I am confident that with the positive
measures we have taken, we are today better equipped to cope
with any cyclical downturn.

However, to cnable us to better manage difficult times if a
downturn occurs, we must not fritter away our gains during
boom times. We will continue to increase the national savings
and diversify our economy so that we will not be over-
dependent on any one particular sector. We must diversify our
markets as well as seek new markets for our products and
services. In fact today, 53 percent of Malaysia's trade is with the
nations of East Asia, where once it was almost exclusively with
Britain.

Rapid growth, as is being experienced in Malaysia, usually
leads to overheating. High inflation, breakdown in services,
inadequate funds for needed supporting  infrastructure,
overstrained bureaucracy and inadequate or shortage in the
supply of trained personnel; all these alone or together can slow
down or even reverse economic growth. How a Government
deals with overheating will determine the future of the nation
and its own fate.




The trend today is towards a free market economy. China, the
republics of the former Soviet Union, the Indo-China states and
the ex-Communist countries of Eastern Europe have all
embraced the free market system. Some have even adopted the
democratic system of Government. The mere adoption of these
economic and political sy is no gi of success. If it
is, then all the Western democracies with market economies
would be eternally prosperous. But we all know that they are
not. In fact, the countries which are doing well now are those
with not so liberal democracies and with an economic system in
which the Government plays a significant role. China and
Vietnam which look set to grow economically have
approximately this kind of combination. It would be
unfortunate if in their zeal to proselytise, the victorious
democrats inflict economic and political disaster on the
enthusiastic converts. It is well to warn that democracy and the
free markets are not economic and political cure-alls.

Although East Asia has achieved remarkable success and has
demonstrated strong, resilient growth, the future is full of
uncertainties even for them. Calamities and disasters are always
possible even for those with brilliant records. Japan is the
current example. It is therefore, all the more crucial and
imperative, for nations of East Asia to work together in a more
integrated and cohesive manner. The concept of an East Asia
Economic Caucus (EAEC) must be firmed up further. As I have
stated before, the EAEC is GATT-consistent and is committed to
free trade. The EAEC is a result of, and intended for, open
regionalism. On the one hand it recognises the need for regional
cooperation and integration, and on the other it promotes free
trade. Countries of East Asia must work together. The need to
balance regional groupings elsewhere is obvious. Alone, no
Asian country, however powerful, can match the combined clout
of the groupings which have been formed in Europe and North
America.

No one need fear an Asian Grouping. Europeans and North
Americans are much more homogenous than Asians. Even in
East Asia, we are not only ethnically different but we are also
divided by culture, language and religion. It is quite impossible
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for Asians to think of th lves the way Europ, think of
themselves, as being of one race and one colour. Indeed, the
European culture and language have origins. So the
idea of an integrated Asian community borders on the
ridiculous. Not so an Asian or an East Asian forum or caucus,
designed to discuss ic probl and to a
limited extent to help pull up those among the East Asian
countries which are lagging behind. All these can be motivated
by enlightened self-interest. If today South East Asia is one of
Japan's valuable market’s it is because Japan invested in these
countries and helped them to develop. The highly ful
cconomies of East Asia will be helping themselves when they
help the less developed countries in the region to grow and
prosper.

The EAEC is therefore a logical follow-up of the economic
interaction in East Asia in the post-World War II years. The
EAEC is good for the Governments of East Asia, which by and
large, are concerned to see that their countries achieve economic
well-being. The EAEC is of course good for the business
community of East Asia as well. What else do businessmen ask
for more than to spread their wings beyond the borders of their
countries.

Today, the narrow protectionist outlook of Asian
busi has all but disapp d. Not only are they keen to
g0 abroad, but they regard business alliances and collaboration
with companies in other countries as good business strategy. By
s0 doing, they can gain access to markets and also acquire new
technology. Indeed, there is a whole lot to be gained through
cross-border collaboration.

As leader of a country which beli in regi
collaboration, I welcome this symposium. I am sure it will result
in many alliances and collaborations which will benefit the
region, and indeed the whole world.
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The world economy is currently undergoing rapid and

precedented changes and In the current global
economic situation, the major economies in North America and
Europe are no longer in their comfortable positions of steady
growth which they had enjoyed the last few decades. The U.S.
economy has been struggling to cope with the recessionary
pressures since the late 1980s. The 1992 presidential election
served as a referendum of how best to get the economy moving
again. In this process, the U.S. has been urged to adopt an
industrial policy in which the government would encourage
investment in specific industries and lines of production, both
through subsidies and, if need be, through trade protection or




managed trade. This focus on the domestic economy has also
led to the creation of a new regional bloc in the shape of a North
American Free Trade Area (NAFTA). This rivals the European
unification (EC) which became a reality on New Year’s day this
year. However, the European economies - U.K., France, Italy
and even Germany - have not registered impressive growth
performance in the last few years. The Japanese economy too,
has had to adjust to the problems of the ‘bursting of the bubble’
and now the second Yen appreciation.

While this bleak situation engulfs the developed economies,
East Asia and Southeast Asia - particularly ASEAN countries -
recorded impressive growth rates. Thus the Asia-Pacific has
become the most dynamic region of the world. This offers hope
for other developing economies. Perhaps East Asia can provide
the leadership to champion Free-Trade or ‘Open regionalism’.
Open regionalism will be a great contributor to the open global
trading system. That is why the proposal for an East Asia
Economic Caucus (EAEC) will help to bring about this very
open East Asia.

Given this current global situation, the key issue facing us is
how should a movement for the South respond to this new
global environment? What stance should it take and what kinds
of strategies must it pursue? The developed nations are
preoccupied with their domestic woes and the problems of the
developing countries no longer receive the kind of concern that
South countries were familiar with. Whilst the North has
successfully exhorted the developing nations to bite the bullet
by taking painful policy adjustments through fiscal prudence
and economic liberalisation, the North has merely raised
protective barriers and created regional blocs. They are not
willing to face reality and to admit that they are living beyond
their means. For our part, should we continue to play the role of
‘junior partners’ by requesting for unavailable aid and
concessions, or should we seek to establish real partnerships
between ourselves as a base for a stronger stance in our
relationships with the North?
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The focus of the South movement should shift from the
dependence on the North for aid, technology transfer and
management expertise towards a kind of ‘self-help’ strategy.
Efforts must be made by member countries to increase South-
South linkages and cooperation. The * inalisation’ of some
of the South countries is a consequence not only of the action of
others but a failure to develop such South-South links. The
South will have to look within itself for the creativity and
potential that could be harnessed to accelcrate development and
growth. It is a matter of survival and self preservation that the
South as a group, should manage their economies in a manner
that creates greater complements in production, trade and
investment. The vast diversity in the levels of development of
our countries must be viewed as an opportunity to establish
better links. For example, how can the G-15 countries link up
with the East Asian economies? I am confident specific niches
can be found to integrate our economies. The time is now right
to take control of our destiny rather than continuing to submit to
the dictates of others.

There is actually much that we have to offer to each other in
terms of trade and investment opportunitics. The economies of
the South currently constitute 25 per cent of world trade.
Developing countries’ imports alone total around US$800
billion. The total population of G-15 member countries
constitutes a market potential of 1.6 billion consumers. Besides,
two-thirds of the world’s population lives in the developing
countries. Although we often produce similar goods and thus
become competitors to each other, there are also many things
that we can usefully trade with each other. Some countries of the
South, such as India and some Latin American countries, are
technologically quite advanced and offer opportunities for
collaboration. Others may have developed expertise in trading
and services activities. Yet others have large natural resource
endowments or simply large working populations or domestic
markets. All these strengths can form a useful base for greater
trading, investment and other economic linkages in the near
future, if only we are willing to get together more often to talk
and identify these areas of mutual benefit and act on them.




To nurture such linkages, all the nations of the South must
put their economies on a sound footing. Political and macro-
economic stability is a sine qua non for development. Such
stability will facilitate not only the retention of domestic savings
and investments, but also attract the inflow of foreign
investments. It encourages long-term ventures and
commitments which propel sustainable growth. Without such
predictable stability, economic and social pursuits will focus on
speculative activities which produce no long-term benefits.

It is this realisation that has motivated the establishment of
the G-15 Expert Group Meecting for the ‘Exchange of
Information on National Economic Policies of Member
Countries’ or (EINEP). Technocrats charged with national
economic planning responsibilities will have an opportunity to
obtain first-hand information of the economic policies of
member countries. This will provide them with a good
understanding of each other’s economies such that the potentials
for enhancing South-South economic cooperation can be
identified and made use of.

For the short-term, this meeting hopes to achieve modest
objectives, namely an exposure to national economic policies,
update important economic information, develop a network of
information for formulating strategic actions in North-South
relationships, provide a channel to resolve controversial issues,
and strengthen the working relationships between economic
planners.

To provide the initial impetus to the deliberations, 1 have
q d our ic pl to present papers on some
aspects of Malaysia’s development experience as a backdrop to
the meeting. I will highlight some of our major experiences to
start early discussion. We have always maintained a policy of

‘growth with equity’. ysia has demc d a fi k
where growth and equity are compatible objectives. This is
contrary to some economists’ suggestion that faster economic
growth and greater income equality are inconsistent objectives.
There is a big trade-off between quality and economic
efficiency. I hope the experts can deliberate on the framework
for enhancing this compatibility.




Malaysia, with its ethnic heterogeneity and rich natural
resources, has in the past two decades, adopted the growth with
equity strategy with measurable success. In the present
perspective plan, Malaysia’s growth strategy is to focus on
balanced development which emphasises not only development
of the major sectors, but also the strengthening of national
integration, promotion of human resource development and the
protection of the environment and ecology. Malaysia has also
managed to tide over the world recession during the mid-80s by
adopting policies which emphasise frugality, efficiencies and
increased productivity, market-oriented programmes, sound
redistribution policies, and investment in human resources.

Itis accepted that maintaining price stability is a formidable
task for many developing countries. In fact, many member
countries are beset with double or triple digit inflation rates.
Price stabilisation policies have been associated with a cost to
the nation in the form of lower economic growth. It is really a
challenge to explore the possibilities of pursuing high growth
with low inflation, meaning that there is no cost to disinflation
policies. Inflation is a very important issue because persistent
price instability and high inflation has created economic
instability for many developing countries, which are then
required 1o institute tough and painful adjustment measures.

Another experience which will surely vary significantly
among member countries, is the optimal public-private mix in
the economy. We started from a predominantly private to a
strong public sector involvement in the economy. But
ultimately, Malaysia reverted to private sector-led growth. This
move coincided with policies on privatisation, deregulation and
liberalisation. It is felt that the transition was possible
principally because of the emergence of a strong and well
distributed entrepreneurial private sector. We would like to
consider ourselves fairly successful in implementing our
privatisation policy.

Since 1983, Malaysia has embarked on a privatisation policy
for public enterprises and related public entities to relieve the
financial and administrative burden of the Government, and
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raise efficiency and productivity through the promotion of
competition. The policy was adopted as a result of the rising
public budget deficit, widespread dissatisfaction with the
performance of public enterprises and the need to spur economic
growth through active private sector participation. When the
policy was enunciated, Malaysia was among the first few
nations to opt for this unknown territory — the reversal of
nationalisation. Fortunately, we have not made too many
mistakes, as evidenced by the success of the privatised agencies.
Thus far, the results of the privatisation efforts have been very
encouraging and some of the privatised projects have shown
significant improvement in terms of efficiency and profitability.
Not only has the Government earned money from the sell-off,
but some enterprises are paying dividends and even taxes.
Funds, which otherwise would have to be channelled for the
implementation of these projects, are now redirected to priority
areas for poverty redressal and restructuring programmes, while
at the same time reducing the public sector workforce. We have
gained much experience in implementing this policy, which has
been translated into a positive instrument of economic
management of the nation, and we are ready to share this
valuable experience with other G-15 member countries. At the
same time, Malaysia would like to learn from the successes of
other countries, particularly Chile.

Finally. the structural transformation of our economy
through  accelerated  industrialisation and  economic
diversification should be compared with some of your
experiences. We can learn from each other in terms of the pace
of the growth of the manufacturing sector, the availability of
skilled manpower to absorb technology transfer, and the
different approaches to the industrialisation process.

With the wealth of experiences of participants in this meeting
I am sure these issues will be thoroughly analysed, and where
appropriate, innovative approaches or solutions found. We must
manage our economies, finance our projects, utilise our human
resources and technical know-how effectively in order to face
the increasingly competitive world ic envi lam
sure one meeting will not suffice to address the wide-ranging
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issues and probl Therefore, I hope this ing will jump
start a regular series of such meetings among the economic
planners of G-15 member countries. It is my fervent hope that
these ings will be ful in for ing and lating
proposals into action programmes for adoption and
implementation by developing countries. More importantly,
better ic relationships can be established gst the G-

15 countries such that we will be able to chart the future destiny
of our nations.
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PREFACE

A FIRM BELIEVER in regional and intemational cooperation for mu-
tual benefit, Prime Minister Dato Seri Dr Mahathir Mohamad, in this
collection of speeches written and delivered in the 1990, shares his
thoughts on Asean, APEC, South-South Cooperation and the impor-
tance of enhancing interstate relations. In supporting regional and in-
ternational economic integration, Dr Mahathir believes that such co-
operation cannot thrive within the framework of a master-disciple rela-
tionship. Instead, it must be predicated upon mutual respect for each
other's sovereignty and sensitivities.

For far too long, whether we like to admit it or not, mankind and
nations have been in the grips of a ‘beggar-thy-neighbour’ mindset. We
do not relish the sight of others doing well, especially if they are doing
better than us, and we do not make any effort at helping others to truly
progress. Instead, we go to great lengths to beat others and drag them
down. Dr Mahathir, in this collection of speeches, strongly advocates a
policy of prospering-thy-neighbour. By advocating this win-win ap-
proach to regional and intemnational cooperation, he hopes to define a
new path to peace and prosperity. Working for the common good, he
feels, should be the way of the future. Itis time for usall, not only in Asia
but all over the world, to transcend shortsighted preoccupations for in-
stant profit and move towards true mutual respect, friendship and en-
richment.

Dr Mahathir also shares his views, through several of his speeches,
on the relentless advance of technology that is transforming the world

today; how it has changed the way we live and the way we do business.
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He believes that we have little choice but to embrace the Internet
economy. If we resist or ignore its advance, we do so at our own peril
and will be left out of the global economy. And Malaysia’s response to
meet the opportunities this digital future offers is the setting up of the
Multimedia Super Corridor (MSC) which Malaysia is now actively
promoting.

Hashim Makaruddin
Editor
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THE WIRELESS
TELECOMMUNICATIONS
INDUSTRY IN THE
21ST CENTURY

LET ME BEGIN by being politically current and correct regardmg
wireless telece ications. When the Internati

cation Union (ITU) was founded in 1865, the telegraph was the cut-
ting edge of technology. In 1876, Alexander Graham Bell made the
first telephone call when he uttered and transmitted the famous words
to his assistant, “Mr Watson, come here, I want you.” The birth of wire-
less through the first microwave radio link was around 1950 and satel-
lite communication began in 1962. The first cellular phone made its
appearance in 1983. The Internet made its presence felt at the begin-
ning of the 1990s.

Today, the cutting edge of technology has dramatically changed.
One hundred and thirty-four years after the telegraph, global telecom-
munications have become a complex web of intelligent networks
linked by fibre-optic cables, traditional copper wires, microwave, satel-
lite systems, cellular mobile systems and high-speed computers. Inter-
estingly, the basic mission of the ITU remains unchanged. It was
founded upon the principle that telecommunications should be avail-
able anytime and anywhere regardless of national boundaries. That
principle is still true today.

I will not be so bold as to tell the experts in telecommunications
what the future holds one hundred and thirty four years from now. I will

A speech delivered at the Opening C: of the 1999 ional
Wireless and Telecommunications Symposium in Shah Alam, Malaysia, on
May 19, 1999
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the 21st century, perhaps up to around the year 2020.

Between now and the year 2020, projection studies have shown
that the population of the world will have grown from around five bil-
lion to something like nine billion. And it is believed that the greatest
test for human society as it confronts the 21st century is how to use the
power of technology to meet the demands created by the power of
population.

Telecommunications in the 21st century will be digital, mobile and
personal. For we are now witnessing a technological progress forging
ahead faster than ever before in human history. It is sweeping forward
in an unpredictable fashion on a wave of powerful global communica-
tion networks of ever-increasing performance and capacity. The de-
mand for faster information, anywhere, anytime is also stimulating an |
unprecedented growth in the telecommunications industry. As socie-
ties become increasingly more information-based, consumers every-
where hunger for more, faster and better information. And this trend
will continue. As for the telecommunications industry, the challenge is
to adapt to these changes in demand, to provide the new form of serv- |
ices that the customers want—efficiently and effectively.

In the last five years, wireless voice communications have ex- “
panded significantly. Wireless technologies hold the promise for the fu-
ture data transfer as we are rapidly becoming an information society.
Wireless technologies have significant potential to serve our informa-
tion needs. This potential for providing information services will result |
in the fastest growing market today. Wireless technologies are seen as ‘J

=
only be brave enough to infer what is in store for us in the early part of 7
|

the prime movers in the telecommunications arena.

Mobile wireless technologies are an obvious medium to provide ac- |
cess to the Intemet. I understand that a number of universities around
the world have built wireless networks on the campus. These networks
enable staff and students to access data from any point on the campus.
Astudent can even sit under a tree with a laptop and do a research as-
signment on the Intenet.

Wireless technologies and the Intemnet represent the convergence
of two of the fastest growing markets and developing technologies in
the telecommunications field. This convergence of technology is cer-
tainly one important element in the telecommunications landscape.

L‘?A—T
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We can no longer distinguish and d 1
and broadcasting. Cx lso invol fthe

oldanalogue technologies e ggial rechnologies. And conver-

gence of all these sectors is bringing along exciting new ways of access-

ing, processing and disseminating information all around the world.
The impact of c gence will see dous growth in prod-

uctssuchasp | vid d new kinds of mes-
saging like voice and even video e-mail early in the next century. Con-
vergence will see tel ication: broad: \gand in-

formation dissemination being interwoven to deliver cutting-edge
audio-visual and multimedia services over a variety of forms. It will not
be long before the Internet, electronic mail, and voice are all available
over amobile cellular phone.

The integration of services is the strategic thinking of the future;
whether it is a fixed telephone, TV entertainment, access to the In-
ternet or a mobile phone. Customers increasingly want a breadth of
services from single service provider. Logically, why should telephone,
TV, data, the Internet and the rest all come down differently from dif-
ferent service providers when it all consists of the same fundamental
digital bits? Instead of having a satellite dish, a TV aerial, a fixed phone
line, a mobile phone and another for the Internet, all from different
service providers, the question that begs to be answered is why not have
all these services from one single supplier ?

In fact telecommunications service providers are advocating seam-
less global telecommunications networks so that they can better meet
the needs of their customers around world. They have recognised that
global telecommunications networks are more productive and profit-
able although they are rather competitive.

For a developing country like Malaysia, telecommunications is
very imf The Malaysian gove has promoted building its
telecommunications service industry under the control of local entre-
preneurs. As the new millennium dawns, the local telecomimunications
industry is expected to play a more prominent role in helping to create
an informed society, as embodied in Vision 2020.

Malaysia has the prospects and the opportunity to become a major
global hub for telecommunications and multimedia services. In fact the
prospects for our economic growth and progress are tied to our ability to
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master the new ications technologies and thus dramati-
cally improve our capacities in every field of business, industry and life
in general.

The government has introduced several policy adjustment in our
effort to shape the future of our telecommunications industry. These
include further liberalisation of the industry through the introduction
of competition in 1990. This will eventually lead to a full-fledged com-
petition through the Equal Access Policy which became effective early
this year. Thus Malaysia has become one of the most liberalised and
open telecommunications services markets in this region.

Malaysia has also just introduced the new Communications and
Multimedia Act 1998 which was passed by Parliament in its July session
last year. The Akt is the first legislation of its kind in the global effort to
address the issues arising from the convergence of the telecommunica-
tions, broadcasting and computing industries. The Act will promote
and regulate the new industry established as a result of the convergence
process.

Among the specific aims of policy initiatives that have been under-
taken by the government for the telecommunications sector is to pasi-
tion the country as a competitive telec ications service provider
and aworld class market player. The challenge faced by the local players
is to ensure that they can measure up to the foreign competitors. The
chall faced by the regul hile is to ensure that competi-
tion will be free without leading to a situation where the country's over-
all infrastructure development will be compromised.

Let me rei that Malaysia's telecc ications industry will

continue to exert an enormous and dynamic influence for change in
the country. The pervasive influence of new and more advanced tech-
nologies, as well as the realities of a global infrastructure, makes it nec-
essary for us to become active participants in the world marketplace.
The telecommunications industry, I believe, will play a proactive role in
leading and transforming the Malaysian economy into an information-
based economy of the 21st century.
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THE HANOI PLAN
OF ACTION FOR
ECONOMIC RECOVERY

IT HAS BEEN a year since the 2nd Asean Informal Summit in Kuala
Lumpur, when we discussed as a group the financial problems that af-
flicted our respective economies. By all counts, the last year or so has
been the most difficult and challenging period for all of our countries.
Despite ourbateffmtstoprwmtadeepenmgofdwproblem,t}wﬁ
nancial turmoil dintoan ic crisis.

Afreradecadeofimpresivegmmh.mostofusmthc region are
now confronted with zero or negative growth for 1998. In Malaysia, we
expect our Gross Domestic Product to decline by 6 per cent or more
this year. At the worst point of the crisis, the Malaysian ringgit was de-
valued by the currency traders by some 60 per cent against the US dol-
lar while our stockmarket lost two-thirds of its capitalisation, i.e. more
than US$200 billion. As a nation and as a people, we have become im-
poverished. Our banks and corporations almost collapsed.

In responding to the crisis, Asean countries have instituted various
macroeconomic measures and financial reforms. Although Malaysia is
not a recipient of IMF assistance, our initial approach was to implement
a virtual IMF approach. We discovered that these measures worsened
the economic situation and failed to restore foreign investor confi-
dence. As the international community refused to do anything, Malay-
sia had no choice but to change direction on its own.

A speech delivered at the 6th Asean Summit in Hanoi, Vietnam, on Decem-

15

sorrmmr A



MAHATHIR MOHAMAD

When the financial crisis began, Malaysia called for regulating the
activities of currency traders to prevent our economies from rapid im-
poveri due to devaluation by currency trading and attacks on
the stockmarket. While capital inflow can promote economic growth
and improve the wealth of our peoples, sudden and massive outflow
can destroy whole economies. The existing intemational financial sys-
tem is not equipped to deal with massive capital flight and the resultant
financial and economic turmoil.

The powers that be preferred instead to blame the governments of
the affected countries for all kinds of misdemeanours. Instead of reining
in the currency manipulators, they allowed them to destroy the eco-
nomic tigers in order to force them to seek help and accept IMF pre-
scribed reforms.

Malaysia cannot afford to wait while the developed economies and
international financial institutions dawdle. We have therefore insti-
tuted our own National Economic Recovery Plan (NERP). By remov-
ing our ringgit out of reach of currency speculators, we invariably en-
sured an end to the shortselling of our shares and the consequent fall in
value was stopped. Relieved of the threat of devaluation and destruc-
tion of our companies and banks, we were able to implement measures
to revitalise our economy.

Through lowering interest rates, increasing liquidity, recapitalisa-
tion of banks and managing the NPLs as well as many other measures
we have succeeded in arresting the decline and set the economy back
on the road to recovery. What we have done is merely to insulate our-
selves from the predatory speculators. Otherwise, our economy is as
open as before. Foreign investment can and are coming in, trade goes
on undisturbed and profits can be repatriated. The Kuala Lumpur
Stock Exchange (KLSE) remains open to foreign investors subject only
to the retention of investments in stocks for a year. Capitalisation of the
stockmarket has doubled since the measures were implemented.

I'would like to point out that currency and the stockmarket were
controlled before. We liberalised because we believed in the free mar-
ket. But our liberalism was abused, resulting in economic and financial
depression. We have no choice but to reimpase controls. Until the in-
ternational community agrees on an interational financial regime that
will remove the kind of dangers we have been exposed to, we will have

to continue with our controls.
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The recovery of the respective economies in Asean can only be ex-
pedited in an improved regional and international environment.
Thirty years of Asean cooperation has given Southeast Asia the stabil-
ity and solidarity which contributed to unprecedented economic
growth and rising standard of living. Unfortunately, the economic crisis
severely tested the resilience of Asean member countries. Asean, and
relations between its members, have come under some strain.

Asean’s response to the challenges confronting the region have
created the impression of an Asean in disarray, where its members are
at odds with one another. Malaysia believes that the maintenance of
positive interstate relations has to be consciously nurtured. Asean has
the wherewithal to pull through this turbulent period. I am referring to
the Asean approach, its method of work, and the principles govemning
the conduct of relations between member states. These are contained
in various Asean declarations, treaties and olved through
the years. We should adhere to them, especially now.

This Summit Meeting should help create an environment condu-
cive to positive relations and regional growth. I am therefore pleased
that the Hanoi Declaration which we will sign later and the Hanoi Plan
of Action which we are going to adopt have reiterated the many princi-
ples and undertakings upon which we commit ourselves.

Malaysia strongly supports initiatives aimed at strengthening re-
gional ¢conomic cooperation and consolidating the economic funda-
mentals of Asean member countries. We will cooperate with our Asean
partners to strengthen and to insulate the region from external distur-
bances as much as possible. We will continue to support greater eco-
nomic integration and the acceleration of the Asean Free Trade Area
(AFTA).

The economic crisis has impoverished Asean economies and un-
dermined national stability. Millions of people have been thrown out of
work while others have had their purchasing power drastically reduced.
Businesses, large and small, have been bankrupted. The social well-be-
ing of the people has been disrupted. Malaysia thus welcomes the pro-
posed measures contained in the Hanoi Plan of Action to promote so-
cial development and address the immediate social impact of the finan-
cial crisis.
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Malaysia particularly looks forward to the 2nd Asean+3 Summit
involving the leaders of China, Japan and South Korea. Because of
their economic weight, the policies and measures of these three East
Asian countries have significant impact not only on regional but also
on the global economy. Malaysia appreciates the commitment of
China not to devalue its currency, its efforts at economic reforms and
d ic growth. Malaysia wel the reform being undertaken by
Japan of its financial sector and the Japanese initiative in providing a
package of support measures totalling US$30 billion to help Asian
countries overcome the current economic difficulties.

The financial turmoil has und, d the many chall inher-
ent in globalisation. Even as we emb it, we must be wary of the dan-
gers which accompany it. Though Malaysia welcomes the decision of
the G7 Ministers of Finance in October 1998 to strengthen the inter-
national financial system, we must remember that they are looking at it
from their exalted position. Our problems may not receive their atten-
tion. We therefore need to find a more suitable forum to discuss our
needs.

18




3
MSC AND THE GROWTH
OF E-COMMERCE

A DISCUSSION ON electronic communities in Asia could not be
timelier with the rapid advance of the ‘digital economy’, where elec-
tronic commerce or e-commerce will most certainly play an ever in-
creasing role. I am pleased that some of the members of the Interna-
tional Advisory Panel (IAP) for the Multimedia Super Corridor
(MSC)—representing some of the best minds on the topic—are able to
take time off to contribute to this discussion.

The convergence of technologies s forcing the convergence of in-
dustries through a common ‘electronic business system’ which pro-
motes and facilitates borderless businesses. Although still in its infancy,
e-commerce represents a new frontier that will revolutionise the way
business is transacted globally. The Internet has now matured substan-
tially as the medium for e-cc e, evolving in size, global reach and
accessibility.

Already, the Intemet has become an effective conduit for com-
mercial transactions, with total annual sales of US$1.2 billion in 1996.
Although small in relative terms, this figure is expected to grow as issues
involving security, business laws and practices, taxation, common
technical standards and accessibility to the Intemet continue to be re-
solved. Analysts have predicted that total annual sales over the In-
ternet will grow to more than US$7.3 billion by the year 2000, and in
excess of US$186 billion by the year 2005. The magnitude and impact

A speech delivered at the B s Roundrable
in Asia in Seri Kembangan, Malaysia, on January 13, 1998




MAHATHIR MOHAMAD

of this growth will have far-reaching implications, not only in the com-
mercial world, but also in government.

Developments in e-commerce, which is a manifestation of the
‘digital economy', bring to the surface many related issues which chal-
lenge common and established practices, laws and systems. In this new
‘digital economy’, business activities will be possible with minimal
physical movement of people, money and, in many cases, products.
Contracts and the transfer of value and accumulation of assets will be
conducted by electronic means. Information technology, which is the
foundation of this new economy, will continue to develop at a rapid
pace and will continue to influence the volume and the direction of
economic activities. As such, many of the existing rules which apply in
today's economy can no longer be applied in the ‘digital economy’.
Whether we like it or not, statistics show that e-commerce will become
part of our lives very soon in the future. We should all prepare ourselves
to embrace it, or we will be left behind and loose out as increasing por-
tions of the economy and world business will be electronically trans-
acted.

Here in Malaysia we have taken the pragmatic approach. We pre-
fer to experiment and try out in near real-life situations rather than be
swept along by transient technologies and fads. Where possible, we
have also chosen not to merely ride the waves, but to master them.
That is why we have kept abreast with global trends, conducted trials to
study their implications to the nation, cooperate in research and devel-
opment and seek to develop the appropriate strategies.

It is in this context that we have developed an Information Tech-
nology (IT) Agenda to support our vision to become a fully-developed
nation by the year 2020. Amongst others, the IT Agenda outlines vari-
ous strategies which will help us achieve a knowledge society through
the development of people, infrastructure and applications. We have
started building the foundation to support this knowledge society, and
this is in the form of the huge MSC, which is our first major investment
in the future.

Some critics have labelled the MSC an “ambitious, grandiose mega
project”. I will admit that it is an ambitious project but it is not for us
Malaysians to implement alone. We will participate actively of course
but the MSC is for the whole world. We conceived it as a giant testbed
for everyone to use, everyone from everywhere. We will invest mainly
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in the infrastructure, both hard and soft. The policies and laws that we
have formulated and put in place cost us nothing, nor are the practices
we have designed for the MSC. The hard infrastructure such as fibre-
optics and other communication facilities will be put in by private com-
panies as part of their investment, in which they naturally expect to
make a return. Even the land will be parcelled out and sold to investors
wishing to set up their facilities and make use of the soft and hard infra-
structures we have provided.

Admittedly we have to spend some money, quite a large amount in
fact, but well within our capacity. The devaluation has eroded some of
our capacity but we can still carry on. So the MSC will go on. And it
must go on simply because the demand for the facilities we offer is very
greatand very real. Itis a great project not because it is our vision alone,
but it is everybody'’s vision and it is they who will make it great. If I may
say so, nowhere is there a project to make full use of information tech-
nology that has benefited from inputs by the best IT brains currently
available in the whole world. This project is truly benefiting from the
IAP set up to tap the ideas to make this giant testbed truly capable of
testing out new ideas and technologies which need a real-life environ-
ment to prove the concepts work.

The MSCis progressing well ahead of schedule. Response has been
beyond our expectations and hitherto, we have given MSC-status ac-
creditation to 110 companies, out of which 78 are already in operation.
We have, since April 1997, received 178 applications for MSC status,
out of which 39 per cent are from foreign companies, 35 per cent from
Malaysian companies, and 26 per cent from joint ventures between
Malaysians and foreign companies.

Barely a year since we first launched the MSC, we are already be-
ginning to see the value created from the Information Age business.
MDC statistics on MSC-status companies show increased investment
in high value-added activities, with a revenue to investment ratio of ap-
proximately 3:1.

There are also signs showing the formation of new service-based
industry clusters, specifically in software development, content crea-
tion, animation and broadcasting, and telecommunications. For all the
companies which have applied for MSC status, the combined revenue
projected by the fifth year of operations is around RM13 billion, while
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projected profit for the same period is close to RM5 billion. This is on
the back of an investment of around RM4 billion.

Additionally, based on all the MSC applications received, knowl-
edge worker requirement by the fifth year of operations stand in excess
of 23,000. Recognising this need, we have recently extended MSC-
status accreditation to institutions of higher learning as one of the
measures to help fulfill the companies’ human resource needs.

As many of you would be aware, in order to spearhead the develop-
ment of the MSC, seven flagship applications have been identified, one
of whichiis to create the necessary framework and infrastructure to sup-
port e-commerce initiatives under the borderless marketing flagship
application. Although the growth of e-commerce is essentially driven
by the private sector, there is a need to monitor and regulate its devel-
opment in order to create the right environment for e-commerce to
flourish.

Many issues need to be examined and traditional barriers have to
be overcome. One crucial element, however, is absolutely necessary to
support the growth of e-commerce—the right telecommunications in-
frastructure. This is where the MSC will be especially well equipped.
With a high-bandwidth communications infrastructure to support the
most demanding of e-commerce applications, the MSC is an ideal base
for companies wanting to develop cutting-edge technologies and inno-
vative business models to unleash the full potential of e-commerce.
The possibilities are endless. While technology developers can develop
tools to facilitate e-commerce, such as security software and payment
systems, content developers can harness Malaysia's multiple cultures to
develop localised content for the region and for the world.

Apart from bringing many exciting opportunities, e-commerce
also presents many challenges, not only to countries like Malaysia, but
all countries wanting to take the right steps into the 21st century. The
right approach to governance is therefore necessary in order to ensure
that laws and policies are sensitive and responsive to technological de-
velopments.

The fundamental requirement for the successful take-off of -
commerce is trust, and the guarantee that transactions can take place
safely and securely. This is especially true when intangible information,
goods and services become economic resources and products which are
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transmitted and transacted across borders. It is therefore imperative to
develop a proper system of governance to manage this movement of in-
formation and knowledge-based resources with the growth of elec-
tronic commerce globally.

Amongst the prevalent issues associated with e-commerce are fi-
nance-related issues such as customs and taxation, electronic payment
systems, Internet banking and Intemet stockbroking. These need to be
reviewed within the context of each country's existing financial, regu-
latory and legal system.

Others include legal issues such as having a uniform commercial
code and international harmonisation of legal frameworks to address
different business practices and commercial codes existing in different
countries. Cyberlaws, for instance, need to address issues relating to the
assignment of liability of those involved in e-commerce transactions,
including consumers, network service providers, solution providers and
various intermediaries. The issue of consumer protection and privacy
in cross-border transactions also needs to be addressed.

An effective legal framework in copyright, patent and trademark
protection is required to prevent misuse and abuse of intellectual prop-
ertyand to protect content providers and content service providers. In-
tellectual property protection laws should also address the issue of
trademarks used in cyberspace, the relationship between domain
names and trademarks, jurisdictional limits of registered trademarks or
copyright in databases.

Another important issue is that of international cooperation in
technical standards and platforms, which will pave the way for a com-
mon platform for smartcards, common standards for inter-connection
and inter-operability, as well as cross-certification of public key infra-
structures.

Countries with established infrastructure to support e-commerce
in terms of human resource and quantity of service suppliers, as well as a
bigger market share and better access to the market, will no doubt have
an edge over the others. However, the opportunity to develop e-com-
merce also presents itself to other countries in the Asean region which
are in a good position to leapfrog into the Information Age.

As such, a regional initiative may be necessary to address the
prevalent issues brought about by the 'digital economy’ and e-com-
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merce, some of which I have highlighted earlier. An Asean framework
on e-commerce, for instance, may provide the platform for a collective
vision of the emerging digital marketplace and outline the key issues as
we enter the new electronic age of commerce. This framework will also
provide the basis for discussions to facilitate the development of an As-
ean position to catalyse the growth of e-commerce.
I would like to rei the Malaysian go ’s commil

to support the growth of e-commerce. Through the MSC, we are dedi-
cated to the development of multimedia technologies that will remove
the barriers for doing business and promote borderless marketing. We
would like to invite our Asean neighbours as well as everyone inter-
ested in ironing out possible wrinkles in the progress towards the elec-
tronic world to join us in this endeavour.




4
PROSPERING THY
NEIGHBOUR FOR
ECONOMIC RECOVERY

MALAYSIA IS NOT quite what it was when we last met here. The
economy is not doing so well. We have lost a lot of whatever due to the
currency turmoil in East Asia. We are no longer growing at 8 per cent
per annum as we had been doing in the last nine years before 1997. But
these minor things are not going to affect our hospitality to our guests,
something that is a part of our tradition. A good host would rather deny
himself than deny his guests. And I believe Malaysians are still good
hosts.

However, we are in the midst of the Muslim fasting month. During
the month of Ramadan, Muslims do not eat, drink or think bad
thoughts from sunrise to sundown. Malaysian Muslims are not fanati-
cal. We are certainly not extremist terrorists given to killing foreign
tourists. But we do take our fast seriously. Even if we are not fasting for
whatever reasons, we do not eat in public. We are, however, consider-
ate of our non-Muslim brothers and guests. They may eat and if they
wish to, can think evil thoughts as usual. So if Muslims don't join you in
your lunches and teas, it is not that they mean to be rude. You will find
however that Malaysian hotels and serve lavish breaking of
the fast spread to which all, Muslims and non-Muslims, are welcome to
partake. Still many Malaysians are not Muslims and they do not fast.
They can join you. That way Malaysian hospitality would be sustained
even in the fasting month.

A speech delivered at the 4th Pacific Dialogue in Seri Kembangan, Malaysia,
on January 12, 1998
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You have come here to discuss the affairs of our Pacific neighbours,
the countries and the peoples on the shores of the Pacific. The aim, |
believe, is to create understanding about each other and amongst each
other. As we rush towards the 21st century we want to see a better
world and the Pacific Ocean, the divide which unites, is an important
part of that world. It is important that the peoples of the Pacific make
their contribution to building that better world.

At the moment, the economic performance of the countries on the
West Coast of the Pacific is not so great.  am sure you will be discussing
about how to make it great again, to restore the confidence which is so
essential for market forces to react positively and constructively. I don't
have much to contribute towards the restoration. It seems that I tend
to get in the way of the restoration. So I will not say much about the
economy and the finances. I will be listening and waiting for your views
and suggestions.

Other than this little problem, Malaysia is doing well, bearing up
well under the strain. We have always prided ourselves on our rational-
ity and unity. Ever since independence in 1957 we, a fairly evenly
mixed multiracial society, have been able to stay and work together re-
markably well. It has not always been easy of course.

In 1969, we had racial riots and people were actually killed in the
streets of Kuala Lumpur. People expected the riots to recur periodically.
But there has not been one since that 1969 incident. We have emerged
from it more conscious of the damage it can do to us and the need to
avoid it. Since then we have become more united, always having gov-
emments in which every race is represented.

Malaysia has managed to be democratic without being unstable.
We believe that elections should determine who should form the gov-
emment. Once elections have done that we do not try to topple gov-
ernments half-way through the statutory period by street demonstra-
tions and general strikes, democratic though these may be. We allow
the governments to stay in power. The governments have always been
conscious that their re-election would depend on their performance.
And so they seriously try to fulfill their promises, developing the coun-
try, providing the necessary infrastructure and attending to the welfare
of the people.

They must have succeeded for they keep on being re-elected again
and again, embarrassingly. Some say it is undemocratic not to change
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governments at every election. We say it is undemocratic not to let peo-
ple make their choice. If they choose to retun the same government, it
is their democratic right. It is also their democratic right to elect a sub-
stantial number of opposition members and ensure lively debates.

And so today, more or less, the same party rules. I say “more or less”
because although the policies are the same, the styles may be mdr.ally
different. Nevertheless all Malaysi since indep
in 1957 have concentrated on developmg the country, every part of the
country, the rural as well as the urban.

In intemnational affairs, Malaysia has adopted the universal policy
of ‘prospering thy neighbour’. We do not believe in zero-sum games
where one person’s gains being another’s losses. Certainly, we are not
interested in destroying our competitors so that we can have a small
piece of what they have. We believe in a win-win formula in which both
our partners and us gain.

In our experience ‘prospering thy neighbour’, as the policy is usu-
ally described as, results in prospering yourself. When we were a two-
commeodity country the foreigners came to invest in manufacturing in-
dustries. We did not believe we could manufacture anything except
wooden clogs. But the foreigners taught us to produce sophisticated
electronic goods for export.

As a result of the industrialisation by foreigners, we prospered and
were able to buy a lot of things from other countries. The foreigners
benefited because we bought a lot of their products. In other words, in
return for their help in prospering us we helped in prospering them by
being a good market for them.

On the other hand, when Vietnam was trying to stabilise after the
country was reunified, many Vietnamese decided to migrate. The
country was very poor and the migrants were actually economic refu-
gees. They landed in Malaysia because we are so near. We could not
provide them with permanent asylum and had to arrange for them to
be sent to more hospitable countries like Europe, the United States,
Canada, Australia and New Zealand.

Still we were not able to resettle all of them in third countries.

To resolve the problem, we worked with the Viemamese to help
them rehabilitate the country. We even invested in Vietnam, though
God knows we need the ir for ourselves. But wh may
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be the reason, Vietnam began to prosper a little, to have more job
portunities. And lly we were able to iate all the ining
refugees because they saw opportunities for gainful employment in
their own country. And so helping a neighbour to prosper help resolve
the migration of their people to our country.

You can see why we believe in prospering and not beggaring our
neighbours. When you beggar others, their problems will spill over into
your country. And amongst the problems will be mass migration to your
country. We saw the Albanians invading Italy to reciprocate the Italian
invasion of Albania before World War I1. The Albanians had problem
of poverty in their country. Even though they could not very well like
the Italians, they had to go to ltaly to seek relief from the misery at
home. This same kind of migration took the Mexicans to the United
States. We in Malaysia believe that if our neighbours are poorer than us
we will face this migration problem and its consequences. Fortunately,
we are now as poor as they are. In fact, where we were once host to al-
most two million workers we now have to send a million back. It was
gracious of CNN to report this. It also reported that there is no more
haze in Malaysia once they noticed the clarity of the skies. We are duly
grateful.

Stability is something that governments like but the opposition dis-
like. The Malaysian government wants stability not only in the country
but in the region as well. Indeed, we want to see stability throughout
the world—but we cannot do much about that, not being even a bit
player.

We have worked hard for stability in Malaysia and despite oppasi-
tion we have succeeded quite well. And because we are stable we can
manage things quite well and weather the occasional storm that strikes
us. We are able to tackle problems such as the one we are facing now
fairly well. We will not come out of it unscathed, of course. We will be
bruised and battered but the Malaysians will pull through eventually.
Putting money in Malaysia is still a wise thing to do.

We are doing quite well in the region. We are at peace with every-
one and everyone is at peace with each other. Yes, we are all facing
problems at the moment but that neutralises the problem. If some of us
are facing problems while others are not, then we would not have equal
capacities to work together. Now we have and we intend to use our
common misfortunes to enhance our cooperation. We hope to cooper-
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ate with all the countries in the Pacific region and we expect to gain
from it. So your discussions will be very interesting to us. We hope to get
afew tips on how we can handle the problems we face.







5
A PRIVATE SECTOR
SALUTE TO ASEAN

THE Association of Southeast Asian Nations (Asean) has undergone
tremendous changes and development for the past three decades. Our
achievements are the result of hard work of both the government and
private sectors. Without the latter economic development of the re-
gion would not have been as high as it is. Therefore, it is appropriate
that today we gather for a meeting called “A Private Sector Salute to
Asean”. Let us utilise this conference to take stock of our achievements
and setbacks as well as plan for greater success in the years to come. Let
me acknowledge at the outset, that the success which we hope to
achieve will only materialise if we—the government and private sec-
tor—continue to work closely together in harmony and single-mind-
edly for the betterment of the region.

Asean has come a long way since its founding in 1967. We started
off with just five countries—Malaysia, Singapore, Thailand, Indonesia
and the Philippines. In 1967, no one gave us much of a chance to suc-
ceed. Southeast Asia had by then undertaken two shortlived attempts
at regional cooperation, first in 1959 with the formation of the Associa-
tion of Southeast Asia (ASA) and then in 1966, Maphilindo, which
grouped Malaysia, the Philippines and Indonesia. Politically, Southeast
Asia was divided according to whose colony we once were. Thailand
was, of course, never colonised. The Indochinese countries were either
at war or faced various insurrections after decolonisation. Differences
in ideology kept us apart and at times resulted in confrontations. There

A speech delivered at a “Private Sector Salute to Asean” Conference in Petal-
ing Jaya, Malaysia, on December 13, 1997
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was a great deal of suspicion of each other made worse by conflicting
territorial claims. We tended to align ourselves with one or the other of
the two blocs in the bipolar world and their Cold War strategies. The
outlook then was indeed bleak.

Today, the situation is very different. In 30 years, Asean has
evolved intoa pivotal organisation in the Asia-Pacific region and is also
the most successful regional organisation in the developing world. Al-
though there still exist certain differences, challenges and conflicting
claims, the region nonetheless enjoys unprecedented peace and stabil-
ity as well as tremendous economic development. With a market of al-
mast halfa billion consumers, Asean is often considered the gateway to
the broader East Asian market. Although all of us are facing economic
turmoil which has undermined our growth, our potential is still there. It
is reasonable to expect us to recover and to forge ahead. We still have a
not unreasonable hope to catch up with the developed West. The skills
and the willingness are still there. The system and the game rule of a
globalised world may not favour us now but we will learn to handle
them in time and we will bounce back, possibly stronger than ever be-
fore. What we need to do now is to build up our internal strength, our
organisation and our unity and then we will overcome.

Today, we have almost made a reality of the aspiration of Asean's
founding fathers by admitting Viemam in 1995 and Laos and Myanmar
in 1997. We had hoped that Cambodia would have joined us by now
and so complete the Asean dream. But that is not to be yer. Sudden,
dramatic events in Cambodia prompted Asean to delay its admission.
We hope that it would not be too long before the whole of Southeast
Asia belong to one grouping.

Many question the wisdom of our admitting countries which are so
different in terms of ideology and economic system. I would like to
point out that in 1967 when Asean was formed, the differences be-
tween the five founding members were more marked. Indeed, they
were almost at each other's throats. Suspicions amongst them were
deeper. There were serious unsettled conflicts amongst them. But they
came together anyway and persisted in their attempts to find common
grounds for cooperation. There is no reason to assume that the differ-
ences that the new Asean members present to the grouping cannot be
handled by people who had already exhibited their skill at compromise

32

5] Sets
HE e
MAMATHIR MOHAMAD PL;|

=




REGIONAL COOPERATION AND THE DIGITAL ECONOMY

and diplomacy. They will succeed, and they will succeed more quickly if
they are left alone and their efforts are not subverted by outsiders.

The members of Asean have shown a distinct tendency to be flex-
ible. They are not dogmatic and they are ever ready to learn and adopt
strategies which had brought success to other members. It is no acci-
dent that all the Asean countries appear to progress uniformly towards
economic success. It is reasonable therefore to expect the new mem-
bers to do the same and build a regional grouping of developing coun-
tries which will be second to none.

Today, the Asean countries, in particular the more successful
members, are in the throes of economic turmoil. It would be wrong to
say that their governments and their people, in particular their busi-

are compl blameless. There had been many abuses and
malpractices, including of course large foreign borrowings and deficits
in the balance of payment. These abuses on their own would have re-
sulted in the slowing down of growth or even reversing it. But the de-
valuation of their currencies had precipitated matters, magnified the
scale of their economic reversals, and caused financial turmoil. It ex-
posed and bankrupted not only bad companies but rendered good
companies non-viable. It put banks and other financial institutions in
danger and forced their closure. Indeed, it forced countries to borrow
heavily from international agencies and obviously increase their debt
burden.

It will be many years before the economies of Southeast Asia regain
some semblance of their past performance. Some say it will be a matter
of months. Can it be so quick when we see that despite the loans they
have taken, despite the stringent and prudent actions they have been
forced to take, despite the dismissals and unemployment, the economy
is not only not recovering but is actually sliding further backwards? It is
flattering to be told that we will recover quickly but proud independent
countries would not surrender their economic and political freedom if
recovery could be so easily managed. In any case, can recovery be real if
there is no sovereignty?

We in Southeast Asia should accept that we are poor now and the
road to recovery is going to be long and hazardous. If we are going to
make it, if we are going to shorten the time, we need to stay closely to-
gether. We have a need to develop an Asean-wide strategy for recovery.
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It is not going to be easy, especially as we are no longer free agents. But
there is still much that we can do together.

In the first place, the good understanding and cooperation that the
Asean private sector had developed with the governments of Asean
countries must be continued and enhanced. Whatever we may have to
do to overcome our problems we will have to do them together. We will
of course not go against our undertakings to whatever international
agencies we have committed ourselves to. But those undertakings will
not paralyse us completely.

Since all our currencies have been devalued to almost the same ex-
tent, the exchange rates between us have not changed much. We can
therefore continue our trade with each other almost as we did before.
Indeed, we can expand our trade greatly if our regional sources retain
this competitiveness. It is up to us to do so.

AFTA can be ined in order to dite and expand it. If
AFTA is considered good during times of prosperity, could it not be
good or even berterduring times of stress? Much will depend on our in-
genuity and our Asean spirit of unity and belief in mutual help. I believe
that the devaluation of our currencies can facilitate trade between us.
There are many things which we could not buy from each other before
which should be competitive now if we keep our new exchange rates
and the price of goods according to the domestic markets. We have dis-
covered in Malaysia that palm oil, for example, is priced in US dollar
even for the local market and yet our costs are in devalued ringgit.
While we do not begrudge the windfall profit our exporters get due to
the devaluation of the ringgit, we think that the domestic market
should not be burdened by the extra profit which palm oil producers
would get by selling at export prices in the domestic market.

I realise, of course, that palm oil is not something that we buy from
cach other. But supposing we adopt an AFTA pricing system it would
be cheaper than edible oil imported from outside AFTA. And there are
many products with the same marketing mechanism as palm oil.

Many economists assume that devaluation of a currency automat-
ically results in increased comperitiveness and windfall profits. This is
not necessarily so. A lot of the exports of Southeast Asian countries
have contents imported from countries with currencies which have ap-
preciated against us, the United States, for example. The imported
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contents reduce the cost advantage from devaluation. Freight and in-
surance also do the same, both inbound and outbound. A 40 per cent
depreciation would not give a 40 per cent advantage.

If the product with imported contents is sold locally there will be an
inadvertent increase in price. This increases the cost of living. There
will be demands for wage increases which will increase local cost fur-
ther. In the end the benefit from devaluation will be torally lost.

If we want to make AFTA worthwhile, we have to guard against
the inflationary effect of devaluation. It is not impossible to do this. It
requires a great deal of discipline amongst our people. But the result of
the increase in trade between the countries of Asean will help cushion
off the effects of devaluation and shorten our recovery period.

When Malaysia promoted a buy-Malaysi: ign, we were ac-
cused of economic nationalism. It is not nationalism at all. When our
currency is devalued effectively it makes imported goods costlier by the
same percentage of the devaluation. To continue buying we will have to
find more ringgit to convert to the currency we have to pay for the im-
ported goods. The ringgit has depreciated by 45 per cent. How do we
find 45 per cent more ringgit to pay for the imports? Indeed, in our pre-
sent economic condition we cannot even find the amount of ringgit we
used to use to pay for the imported goods. We actually have less ringgit
now because business is bad and wealth is not being generated. So how
can we buy the old amount of imported goods? What we can buy is
much less than the percentage of depreciation of our currency. We are
not being economically nationalistic. We are just unable to find the
money to buy. You cannot impoverish us and then tell us to continue
buying what you sell.

What 1s true of Malaysia is also true of all the other Asean coun-
tries who have suffered devaluation. But since relative to each other's
currency the devaluation has not been so high, it follows that goods
from Asean countries would be cheaper for Asean countries. Of course,
we would prefer to sell outside of Asean in hard currency and earn
more foreign exchange. But wherever we can be competitive in each
other's market we should buy Asean.

1 am not advocating Asean economic regionalism. But the fact is
that we have less money now and we should buy from the cheapest
sources. There should be no restriction to others entering our markets
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with their products but if their prices are higher we should not buy from
them. As a last resort we could barter in order to increase our trade
since we do not know when the pressure on our currencies will be lifted.

What I am proposing does not negate market forces. Market forces
demand that we buy the cheapest and the best. By taking advantage of
the simul devaluation of our ¢ ies, the Asean countries
can actually increase their trade with each other without keeping out
other countries. That way we will help each other's economy to recover
and hopefully to grow. When we are rich again and able to afford the
imported goods and luxuries from outside Asean, we should do so. In-
deed we will be helping to restore world trade by working hard to re-
cover quickly.

I'would like to suggest that the private sector in all the Asean coun-
tries seriously examine this idea. Perhaps governments too should ex-
amine it. We may reject it as a harebrained idea in the end but there is
no harm in examining every possibility of restoring the health of our
economy. We must always be prudent and correct but in business and
in finance there have always been new ways of making money. We have
lost our wealth largely because we have not understood whar is going
on in the big wide world outside. We have been developing our coun-
tries the old-fashioned way for 30 years. We believed in hard work, in
sweat, toil and tears. We believed that one good turn deserves another.
We believe in cooperation between countries, within regions and be-
tween regions.

But during the past 30 years concepts and ways of doing business
have changed, sometimes drastically. With liberalisation, globalisation
and market forces came herd instincts. We were caught unawares. And
so we have to pay a price, a heavy price. But for the price that we have
paid we should at least get a few tips, if not a full lesson, on how to man-
age

We know we have to accept what we cannot reject. We are doing
our best now. What is not viable must be killed outright so the survivors
can be free to consolidate their positions. People unnecessarily em-
ployed should be retired. As a doctor who once practised surgery, [ ap-
preciate the need to amputate gangrenous legs to save the rest of the
body. What we have to do is surgical. And we will do it. We must reas-
sure the world that we will carry out what we have undertaken to do, at
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whatever cost. We hope that in the end we will restore confidence and
the wealth will flow back.

In the meantime, we must nurse Asean. On this 30th anniversary
of Asean, we must renew our pledges and our commitment towards
building a region of peace, freedom and, hopefully, prosperity. We must
stand together linking arms and bolstering each other’s strength.

And our private sector must work closely with our public sector, in
each country and in the region as the Asean entity. We had achieved so
much in the past through our cooperation, through our constant con-
sultation and through our strong support for each other. Now more
than ever we need to continue that cooperation, consultation and sup-
port. What had stood us in good stead in good times must now be made
to stand in good stead in bad times. Some have accused us of the denial
syndrome. The denial would be greater if we do not admit that we are
facing a serious problem which can retum us to our colonial past. The
journey back will not take months as our admiring detractors smilingly
assure us. It is going to take years and years of hard work and new cun-
ning. But God willing, we will retum, battered, bruised but we will re-
tumn.

The private sector has many reasons to salute Asean. And having
saluted, let us now put our heads together and work out a retumn to our
past achievements.







6
ON THE THRESHOLD
OF THE CYBER
REVOLUTION

THE INTERNET and the explosion in global cc i have
brought mankind to the threshold of the cyber revolution. Information
technology (IT) is moving literally with the speed of light—opening up
endless opportunities and undreamed of options for businesses to ex-
plore. I would like to share with you some thoughts about the forces
that will shape our common digital future—the promise it holds and
the strategic response we in Malaysia are making to take advantage of
that promise. Specifically, I would like to introduce the Multimedia Su-
per Corridor (MSC) which we are currently developing, and to invite
the active participation of Corporate Canada in this quite unprece-
dented initiative.

Transforming the world as we know it are two major forces: the
new phenomenon of globalisation and the relentless advance of tech-
nology. We have no option but to traverse the Information Superhigh-
way. From the moment the microchip was invented our whole exist-
ence was transformed. It changed the way we live and the way we do
business. For all of us, an IT Agenda becomes imperative if we are tore-
position ourselves for this new Information Age.

Malaysia’s MSC is not just a physical location—it is not just an-
other industrial park—it is not a Far Eastern imitation of Silicon Val-
ley—it represents a new paradigm in the creation of value for the Infor-
mation Age. MSC is envisioned to be a high-tech testbed which will
unlock the full potential of multimedia. We aspire to be a world centre

A speech delivered at the Canadian Investment Conference in Ottawa, Can-
ada, on November 21, 1997
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for the applications and testing of leading edge IT advances and discov-
eries. For us, this will be primarily the vehicle for our country’s entry
into the new knowledge-based economy, moving us from labour inten-
sive to high-technology industry and so on to the Information Age. It
will also be our fast track to the fully developed status we have targeted
for ourselves in the second decade of the next century, which we call
our Vision 2020.

You may find this somewhat audacious on the part of a small devel-
oping country. We are the first to admit that we are only just taking our
first steps into the lex and sophisticated world of multimedia. But
we can provide an ideal environment for technology to flourish. In fact,
being a developing country helps. We offer a genuinely green field site,
unencumbered by industrial practices and legacies or entrenched inter-
ests, a site dedicated to new-age electronic commerce.

We have before us the example of the United States. Whilst Brit-
ain fathered the Industrial Revolution, it was America that brought it
to its full development. America was then, one huge green field site
with the opportunity to create the optimum conditions for technology
and business to flourish, to be the catalyst for Industrialisation. We have
taken this as a model. In a modest way, we too, hope to assume a cata-
lytic role. Our task will be to create an ideal environment for IT and
multimedia, one which will encompass the physical, economic, regula-
tory and policy framework that will unleash the creative dynamics for
innovation and advances in this field.

For a country like Malaysia, which is far less developed in the new
multimedia dimension, this will demand one giant technological leap.
We have much to leamn. We tum to you and others like you. We know
the MSC can only be accomplished by an enormous collaborative ef-
fort, and we seek to collaborate with the whole world. We invite you to
bring your high-tech operations, your R&D, your Information Tech-
nology know-how to experiment and to try on your own or alongside
Malaysian companies in the MSC. We need a cross section of telecom-
munications, information and software companies, amongst many oth-
ers, to help realise the vision we both have, to exploit the potential, for
the benefit and enrichment of humankind really.

We are today already reconciled to the prospect of a borderless
world in terms of communication. It will not destroy our identity but we
will develop into a knowledge-based society, which is of great signifi-
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cance—for there are no fronuers to knowledge and technology. The

idea of comp tag pp mfavourofa iversal shar-
ing of resources and skills while infc ion technology will provide the
instrument to achieve this.

The forces that drive the Information Age—like the massive com-
munication network that can transmit information all over the world
in real time—will serve to break down physical, social and economic
barriers. This will then stimulate growth through mutual enrichment,
should we choose to take up the opportunity. The mechanism will be
that same pnnclple of collaboraum—m many different ways—across
borders, d by di g alliances and i
of alliances amongst corporations whose economic activities can no
longer be contained within their respective borders. This is the plat-
form on which the MSC is premised. It will be a ‘web' of collaborating
companies in the IT field—a multicultural web of mutually dependent
international and Malaysian companies collaborating to deliver new
products and new services across an economically vibrant Asia and be-
yond. And like a splder, it will weave ever more intricate webs of rela-
tionships and icipating cc ies. Such a web
could be the new model of developvmem for the Information Age.

It is in this spirit of mutual enrichment that we invite Canadian
companies to join the MSC. We in Malaysia have for some time now
been advocating a policy of ‘prosper-thy-neighbour’ to replace the ‘beg-
gar-thy-neighbour' mindset of the present selfish mentality where one
party's gain is another's loss. Partnerships should not be a zero-sum
game. Instead both parties can gain and the total can be more than the
sum of the two.

We have already promoted our concept of this multimedia haven
in Hollywood, Silicon Valley, the United Kingdom, Hungary and Ja-
pan, where it received a heartening response. We have special reason to
hope that Canadian companies will soon be d in the MSC,
along with our other distinguished pioneers.

Bell Canada are already involved in the MSC. The Chairman, Mr
Lynton Wilson has accepted our invitation to serve on the distin-
guished Intemnational Advisory Panel (LAP) set up to counsel Malaysia
on the development of the MSC. And Simon Fraser University is the
lead consultant recruited to help set up our Multimedia University lo-
cated in the Corridor. We are also aware that Canada is at the forefront

41




MAHATHIR MOHAMAD

of fibre-optic technology and supplied the first submarine cable from
Europe to Newfoundland. A fibre-optic network with the capacity to
transmit 2.5-10 gigabits per second will provide the backbone for the
MSC.

We consider Canada as a world-class IT country. The 400 multi-
media companies operating here in 1995, have now increased to 600
serving education, information and the entertainment industries, as
well as corporate needs. Your cable, telephone and computer penetra-
tion is amongst the highest in the world. Business leaders in a recent
survey, ranked Canada second amongst the G7 countries for informa-
tion technology, just below the United States. It is no wonder that you
have your own answer to California—your Silicon Valley North.

Canada's Nortel was a key player from the start in the industry's
carly beginning. Today, it is amongst the giants in the field, with already
five plants in Malaysia. We have a special interest in Nortel. It has 8,000
scientists and engineers engaged in every aspect of communications re-
search and spends 14 per cent of sales revenue on R&D—the kind of
R&D spending we want that will translate into commercial produc-
tion.

Although your renowned expertise in ice hockey cannot be emu-
lated in my country because of its tropical climate, we look to you for
technology and the transfer of technology. Canada, I am happy to say
has been generous in this respect, and I thank you for it.

But I must wamn you that whilst continuing to rely on the transfer
of technology, we are getting even more ambitious. We don't want to be
just passive recipients, but active participants—and with the help of
people like yourselves, we have set ourselves the goal of developing new
technologies indigenous to Malaysia. Specifically, we are hoping ro at-
tract R&D operations. We want to be part of the global industry's en-
deavour to develop intelligent multimedia solutions to manage today's
exploding range of information options. But most of all, when the world
gets the next generation of high-tech startups, Malaysia wants to be
there.

There is already some foundation, a case for affinity between Ma-
laysia and Canada that supports the idea of collaboration between us.
We havea lotin common, no least, the factor of cultural diversity. Ma-
laysia is a federation. Imposing a federal structure on a number of widely
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fivergent Staresice ded by the mul I, multireligious profile
of our population, was not easy. You will understand this. But we suc-
ceeded to become an exponent of federalism as a practical solution to
the management of ethnic diversity. Our ‘web'is a multicultural one.

The other consideration in coming here is the strong reputation
this country has for internationalism. Canadian business is also no
stranger to Malaysia. Two way Canadian-Malaysian trade doubled in
three years between 1993 and 1996 from just over US$1 billion to
US$2.1 billion. In 1996, the value of Canadian exports to Malaysia to-
talled US$536.5 million, while Malaysia's exports to Canada ac-
counted for US$1.6 billion, a balance in Malaysia's favour. Your exports
to Malaysia include paper and paper keyboard, organic chemicals and
spacecraft. Main imports are electrical machinery parts, machinery,
rubber and rubber products, and clothing. In addition to merchandise
trade, Canadian services exports are estimated at a further US$200
million to US$250 million per year.

We look forward to expanding our business links with you. In par-
ticular, we commend to you the ample business opportunities inherent
in the MSC. What we are proposing is a smart partnership. It is pre-
sented not just as an exciting and innovative idea, but as a carefully
conceived and sound business proposition. We have worked long and
hard—and meticulously—for the past two years, developing the idea
and deploying modern planning techniques, in which we may justly
claim we have a long-established capability.

In physical terms, the MSC is a relatively large area, 15km by
50km, or 9 miles by 30 miles. By concentrating IT and multimedia op-
erations in one dedicated area, a very special environment can be cre-
ated, better facilitated and more efficiently managed. The Corridor be-
gins at the Kuala Lumpur City Centre, which currently houses the
world's tallest twin towers. Canadian technology contributed to the
skybridge at the 41st-42nd levels. It runs south down to the new Kuala
Lumpur International Airport, which when it opens in March next
year, will be the largest in the Asia-Pacific and will become a regional
communications hub.

Two futuristic, future proof, intelligent cities—Putrajaya and Cy-
berjaya—will form the nuclei of the MSC. Putrajaya is the country’s
new administrative capital; the other is a cyber city—a Mecca for IT
companies providing operational quarters for multinationals to direct
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Toio 1

their worldwide manufacturing and marketing activities in
as well as their production and marketing of multimedia products and
services.

Itis not easy to describe in a few words the wide-ranging concept of
the MSC. It will be purpose built with the intent to provide a fertile base
for business to focus their unique skills and resources to develop the
new age communications industry. It will have to incorporate many
technologies and a technologically oriented business focused setting.
We hope this concentration of companies in the one place will enable a
strong collaborative environment to be created that will encourage
linkages. But we are not just talking buildings, facilities and systems.
The idea is to provide both the physical and the psychological space for
creativity. We see the MSC as a place of enquiry and of intellectual cu-
riosity. The concept is not new. The Cavendish Laboratory at Cam-
bridge is just such an assembly of scientific intelligences. It has pro-
duced some of the world's greatest physicists. The MSC, being more
business oriented, will be developing the practical applications of the
multimedia for commerce and to meet the business and personal needs
of the 21st century knowledge worker. It will be a global testbed where
new technologies can be tried out.

Putrajaya, the new administrative centre will be a testbed for elec-
tronic government, providing companies with the opportunity to pro-
vide and validate a near-paperless bureaucracy in the conditions of a
real government environment. Social research will be included—test-
ing the implications for society of instant unlimited information.

Malaysia will provide the physical setting—7,000 hectares of lush
green tropical forest, palm oil plantations and rolling countryside.
Much of the green space will be preserved. The government will pro-
vide the incentives, groundbreaking commerce-enabling cyberlaws,
business friendly policies and regulations. The private sector, it is
hoped, will seize the entrepreneurial opportunity.

To test out this vision, we convened the first meeting of the Inter-
national Advisory Panel for the MSC at Stanford University, Califor-
nia. Industry leaders of worldwide repute, subjected the proposal to the
most stringent evaluation. We are talking about people like Jim
Barksdale of Netscape, Bill Gates of Microsoft, Scott McNealy of Sun
Microsystems and many others. They gave it an enthusiastic thumbs-
up. This, I feel, is due mainly to the fact that in addition to its intrinsic
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merit, we were serious about g the outdated obstacles that In-
dustrial Age policies, laws, practices and attitudes had posed for them.
The AP will continue to monitor the progress of the MSC and advise
on policy at the strategic level.

Work is already well underway at the MSC The ‘hard’ infrastruc-
ture is being put into place on a fast-track basis. However, we see the
‘soft’ infrastructure as the area where we probably need to innovate
most. The Malaysi always business friendly and accus-
tomed to dealing with foreign investors, promises to be even more
friendly to the peoples of the MSC.

» Knowledge workers who fall within the category of special
guests will get in and out of the MSC without hassle or delay;

e We will allow 100 per cent ownership of companies and unre-
stricted employment of knowledge workers from abroad;

Incentives are generous with up to 10 years tax holiday;

We will not censor the Internet. But if anyone downloads and

distributes undesirable or illegal material, he will be subjected

to the usual laws of the country;

» Companies will find a breath of fresh air coursing through the
regula(cry system. Bur&ucmnc procedures will be reduced toa

i Official reqy will be few and approvals ex-

pedited: a hassle-free 30-day tumaround on work permit appli-
cations, for instance, and multiple-entry visas;

= A one-stop agency system will streamline the entire process,
handled by the Multimedia Development Corporation, to
whom all your enquiries should be directed. This is where you
obtain any official sanctions you may need;

o We have dispensed with the traditional and often cumbersome
tenders in favour of ‘concept proposals', again simplifying the
whole procedure.

We recognised early on the importance of intellectual property
rights and the need for a special category of cyberlaws. The Multimedia
Convergence Act 1997, already on the statute book, is designed to sup-
port companies engaged in electronic commerce and to resolve some of
the issues with the convergence of the cc ications, computing
and broadcasting industries.
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Cyberlaws already tabled in the Parliament take the regulatory and

legislative controls further than any tried before, a brave attempt to
control computer crime, illegal access, commercial espionage and theft,
using methods of validating digital signatures and computer transac-
tions, together with a host of other protections not covered by existing
laws. Wk realise at the same time that Cyberlaws are still evolving.
Amendments are sure to follow, to cater for new usages of multimedia
and as new technologies pose fresh problems. But there is sufficient le-
gal framework already to raise the comfort level of would be investors
and to make Malaysia a regional leader in intellectual property protec-
tion.
But while the system is in place, we also recognise that the pursuit
of business is the pursuit of opportunity. The investment potential is
wide and open ended, but we would like to draw your attention to some
specific opportunities embedded in our 7 flagship projects—key areas
of multimedia use aimed at spearheading the development of the mul-
timedia industry within the MSC. They are calculated to test the role of
information and multimedia in real-life situations, and in human soci-
ety as we know it. For instance, we are currently studying various pro-
posals for one national smartcard to replace the plastic tyranny of all
the cards we are expected to carry in ever-increasing number. This will
be a single all-purpose card with which all Malaysian citizens will be is-
sued to serve as an identity card, credit card, electronic purse and many
others. Ultimately, it will be used in all electronic transactions with the
government.

The other flagship applications are equally innovative. Electronic
government, using multimedia technology, will be introduced in Putra-
jaya. Its ultimate aim is for a more efficient and cost-effective delivery of
government services to the people. Another example is telemedicine.
The key elements here include remote consultation, diagnosed treat-
ment, virtual patient records and a natural electronic medical network.
This is quite uniquely suited to the needs of our remote rural popula-
tion.

Research and development, which is a top MSC priority, will be
furthered by collaborative R&D centres and linkages between the cor-
porate sector and the universities. The Multimedia University is of
course industry focused and will spearhead the emergence of an IT re-
search community and the creation of more knowledge workers. We
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are trying toaccumulate more intellectual assets and build up our intel-
lectual capital. The MSC will accelerate the process.

As you can see, in developing the main components of the MSC,
we have tried to be proactive in anticipating the world of the future and
the world outside Malaysia. There are many areas here in which for-
ward-looking companies can engage.

At the same time, we realise that a concern of the private sector is
that government does not always understand the reality of operating a
business on the ground, in terms of operating conditions and con-
straints. In Malaysia, we have a highly developed process of consult-
ation with private enterprise which was built into the development of
the MSC from the outset. MSC-status companies have direct access to
me, as the Chairman of the MSC Implementation Council and Inter-
national Advisory Panel, and to the Deputy Prime Minister, who heads
the Founders Council.

If any further proof is needed of our serious intent and the good
faith behind our business friendly philosophy, it will be found in our
ten-point Multimedia Bill of Guarantees. The government of Malaysia
formally commits to all companies receiving MSC status, the following:

o Malaysia will provide a world-class physical information infra-
structure;

* Malaysia will allow unrestricted movement of knowledge
workers in and out of the country with no employment restric-
tons;

*  Malaysia will ensure freedom of ownership of companies;

«  Malaysia will allow freedom of sourcing capital globally for
MSC infrastructure and freedom of borrowing funds;

* Malaysia will provide competitive financial incentives includ-
ing no income tax or an investment tax allowance for up to ten
years, and no duties on the import of multimedia equipment;

o The MSC will become a regional leader in intellectual property
protection and cyberlaws;

o Malaysia will ensure no censorship of the Internet;

o The MSC will have globally competitive telecoms tariffs;

o Malaysia will tender key MSC infrastructure contracts to lead-
ing companies willing to use the MSC as their regional hub;

and
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* Malaysia will provide a high-powered implementation agency
to act as an effective ‘one-stop' shop to ensure the MSC meets
the needs of companies.

All that remains is a forward look. Phase I of the MSC project will
see the Corridor linked to other cities in Malaysia and around the
world. By then, we expect in excess of 250 companies within the MSC.
By 2020, the entire country will be an MSC with a total of at least 12
intelligent cities linked to the global information super highway and
thus becoming a global link to all the other smartcities on this planet.
MSC participants will have risen to 500 world-class enterprises.

It will even have a Cyber Court of Justice. And in terms of social
concern, we hope that in addition to it being a testbed for new tech-
nologies it will help to develop and influence the new culture of global
information, grappling as we must with the conflict between control
and licence and offsetting the adverse social effects of a massive unre-
mitting onslaught of instant, uncensored information.

There is nothing new—no technological breakthrough in what we
offer—but we believe that this initiative is organised on a scale and is of
a comprehensiveness hitherto unrivalled. When we invite you to par-
ticipate, it is first as a matter of collective self-interest. Quite simply, we
think it is a good deal for all, for you and for us.




7
SOUTH-SOUTH
COOPERATION

IT WAS HERE in Kuala Lumpur in 1990 that the Group of 15 (G15)
was born. We meet again today in the 7th Summit of the G15 to rededi-
cate ourselves to the cause of South-South cooperation. I am a great
believer of cooperation for mutual benefit amongst all countries, espe-
cially amongst countries of the South, so many of which have for so
long been deprived of any real benefits from their international eco-
nomic and political relations.

In fact, for some time now, Malaysia has been promoting the bene-
fits of a prasper-thy-neighbour policy. We do this because we have been
made to realise that a neighbour which is prosperous is a peaceful and
friendly neighbour. In the context of the G15, we would wish to suggest
that we extend this prosper-thy-neighbour mindset across regions and
continents. Besides, in a globalised world we are all neighbours. We can
only increase our trading and other economic relations if we are all
prasperous. Poor countries make poor trading partners. Therefore, it is
imperative that we assist each other to become more prosperous.

The marvels of modemn technology have brought countries in the
world so close to each other. The globalisation of trade and investment
are realities we must contend with. We cannot exclude ourselves from
the process of liberalisation of trade and investment practices. While
we should accept the removal of barriers to trade between nations, we
should also strive for order in the conduct of trade and commerce for

A speech delivered at the opening of the 7th Summit Level Meeting of the
Groupof 15 in Seri Kemt Malaysia, on N ber 3, 1997
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the whole world. An anarchic world trade system, a system in which
the strong takes everything for themselves, may result in our losing
whatever little we had gained through our recently acquired inde-
pendence.

I would like to take this opportunity to relate to my colleagues in
the G15 some painful experiences we have had in Southeast Asia in re-
cent months when some currency speculators wreaked havoc and im-
poverished our economies in the name of free trade.

In Malaysia and in other Southeast Asian countries, we spent dec-
ades of sweat, toil and tears since independence to develop our coun-
tries and grow our economies. Our countries recorded the highest
growth rates continuously for many years. But all these seems to have
come to nought when, in the space of a few months, currency traders
impoverished our countries merely by devaluing our currencies. The
international institutions in which we had placed our trust claim that
they are powerless to act against these traders. The rules of trading are
devised solely by the traders and these rules have been designed to
benefit them. Thus for every dollar that they deposit, the bankers allow
them a gearing of 20 times. Since the funds at the disposal of these trad-
ers run into billions of dollars they have more money to play with than
the reserves of most developing nations.

Currency devaluation may be caused by certain weaknesses of a
country's economy. Weak fundamentals are often cited as if these can
mysteriously on their own weaken currencies. The truth is that curren-
cies weaken only if currency traders sell them for US dollars. These
traders are not doing so to save their investments. In fact, they have no
investments in our countries. What they actually do is to borrow the
particular currency from foreigners or locals and then sell this currency
for US dollars.

According to their own currency trading rules, every time they sell
asubstantial amount of the currency, the value depreciates by a certain
percentage. By selling repeatedly the currency is depreciated. When
sufficiently depreciated the traders buy back the currency to deliver to
the buyers they had sold to initially at the higher price. Naturally they
rake in a profit from this operation.

They can do this with any currency, causing the currency to depre-
ciate and earning huge profits for themselves in the process. We have
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now seen how even the strongest currency of the countries with the
strongest economy can be madé to depreciate. The oft-repeated loss of
confidence is nothing more than an excuse to launch an attack and
make profits.

The target must be the currency of the countries with a degree of
prosperity. It is significant that poor countries have never incurred a
loss of confidence on the part of these traders. As a result, when attacks
are mounted on the currency of a prosperous country, it actually depre-
ciates against the currency of poorer countries. If indeed loss of confi-
dence or bad fundamentals are the causes of currency depreciations,
then surely it is the currency of the poor countries which should depre-
ciate. That they do not simply means that the depreciation is artificially
contrived.

This deliberate devaluation of the currency of a country by cur-
rency traders purely for profit is a serious denial of the rights of inde-
pendent nations. Devaluation impoverishes as it reduces the purchas-
ing power of the country concerned, as well as the incomes of the peo-
ple, rich and poor alike. It leads to inflation and economic ion. It
negates many years of hard work and sacrifices. On the other hand, the
currency traders make billions of dollars of profits and pay absolutely no
taxes to the countries they impoverish and make profits from.

By any measure the present system of currency trading is unethical
and unfair to the countries attacked. If we are going to accept globalisa-
tion, then there must be a fair system of trading, whether it be in goods
and services, shares or currencies. Market forces by themselves cannot
determine that the rules and regulations will be fair to all. Since the be-
ginning of time, market forces by themselves have been exploitative.
Thus a few bottles of whisky was the price paid for Manhattan Island
and glass beads were traded for valuable goods and treasures belonging
to the indigenous people, the simple and trusting natives.

A world trading system cannot rely entirely on market forces. It is
time that we draw up fair rules for the marketplace. If we do not, then
the fight for independence will have to begin all over again for the pre-
sent market rules will surely result in a new imperialism more noxious
and debilitating than that of the old.

As we had in the past, the G15 should continue to maintain direct,
effective and regular consultations between the developed and devel-
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oping countries on global macroeconomic policies. Without clear defi-
nition as to what is meant by globalisation, we may find ourselves disad-
vantaged and helpless, as it is often quite impossible to make correc-
tions after the facts have been created. Again I would like to refer to
currency trading in which we had no say and we now find it impossible
almost to correct the system even when it is clearly to our disadvantage.

At the last WTO Ministerial Meeting in Singapore, the G15 Trade
Ministers worked together with beneficial results. We should now look
ahead towards the WTO Ministerial Meeting in 1998 in Geneva and
request our ministers to once again engage in consultations prior to
that meeting. | am convinced that the G15 can play an effective role in
negotiations with the developed countries.

Two years have now passed since the Singapore meeting and it
cannot be said that the WTO has brought the benefits that the devel-
oping countries had a right to expect. On the contrary, disturbing
trends have begun to surface. We face the threat of unilateral action,
the denial of developing status and virtually little liberalisation in the
trade in textiles, garments and commodities. We may also be caught in
the emergence of new restraints, dubious anti-dumping actions and
imbalances in trade in services. Systems of trading conceived before the
WTO and largely unknown to developing countries have now become
entrenched and little sympathy is shown to complaints that they are
detrimental to the economic well-being of developing nations.

When we talked of foreign direct investment (FDI) and the need
to open our countries to them we were thinking of the setting up of em-
ployment-generating and export-oriented industries. We failed to
make a distinction between long-term investments and short-term
speculative hot money investments. Now we know how damaging the
investments in our stockmarkets can be. After pushing up stock prices
to ridiculously high levels, foreign investors simply dumped the stocks
and collected high capital gains. Local investors were left with almost
useless stocks valued much below the bank loans raised to buy them.
Many became bankrupt and the companies themselves face the same
threat.

It is far better for us to invest in productive capacities in our own
and other developing countries than to depend on hot money inflows
into our countries.
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The South, as we well know, is made up of countries at various
stages of development and enjoying various levels of prosperity. Official
Development Assistance (ODA) is still an important component of
the national budget of many developing countries. ODA flows must
therefore continue with respect to thase countries still in need of it.

The debt problem continues to plague some of us in the South. We
welcome the agreement reached last year by the IMF and the World
Bank on the highly indebted poor countries. For many of the highly in-
debted poor countries, the only solution is an unconditional write-off of
their debts.

Another reality that we are confronted with today is the Informa-
tion Age. Recent advances in information technology have been so
phenomenal that it has become difficult to keep pace with them. Yetwe
must recognise that the Information Age is set to descend upon usall in
the not-too-distant future. We must be given time and some support in
order to adjust to a whole series of possibly disruptive changes.

To cope with the Information Age and advances in multimedia,
Malaysia has launched the Multimedia Super Corridor (MSC), a 15-
by-50km area stretching from Kuala Lumpur to the new Kuala Lumpur
International Airport at Sepang. The MSC will be a testbed for the de-
velopment of the various information technology applications. While
we expect multimedia companies from the developed countries to avail
themselves of this testbed, we do know that countries such as India, In-
donesia and others have made advances in this field and have their
own projects. We hope that the countries of the South would also make
use of our MSC.

The G15 exists for a number of unique reasons. It is one of the few
economic groupings of developing countries which is transregional in
scope. Amongst its members are some of the most dynamic developing
countries in the world. We can choose either to make use of this poten-
tial or let it go to waste. What we cannot afford is to be complacent in
this fast globalising world. We in the South need to set our sights upon
new horizons, venture into non-traditional markets and forge multifac-
eted links and partnerships amongst ourselves. This meeting of ours in
Kuala Lumpur provides a timely opportunity for us to take stock. We
need to redress our inadequacies. We need to consolidate our poten-
tials. Let us not allow the challenges that we are facing cloud our visions
for tomorrow as we advance into the new millennium.
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8
ASEAN ECONOMIC
COOPERATION
INITIATIVES

AT THE OUTSET, I would like to congratulate the Asean Economic
Ministers on the commendable achievements in the Association's eco-
nomic cooperation over the last ten years. These achievements, cou-
pled with sustained economic progress of individual member countries,
have placed Asean as an important player in international economic
relations.

I recall addressing the Lst Asean Economic Congress ten years ago
here in Kuala Lumpur and posing the challenge then for Asean to es-
tablish a closer, more constructive and complementary relationship in
the area of economic cooperation. Today, we are proud that our collec-
tive resolve has brought us the first harvest of tangible results. Ten years
ago, the idea of a free trade area in Asean was not acceptable. It was
seen as amove that would slowly erode national sovereignty. Today, we
are into the fifth year of the implementation of the Asean Free Trade
Area (AFTA), an initiative that has achieved much greater success
than the previous PTA (Preferential Trading Arrangement). Intra-As-
ean trade last year amounted to US$155.2 billion, a ten-fold increase
over that in 1987 when it amounted to merely US$14.7 billion. Over
95 per cent of that trade is covered by tariff concessions under the
Common Effective Preferential Tariff (CEPT) which will lead to the re-
alisation of AFTA.

When we embarked on AFTA, we were not addressing it solely to
increase intra-regional trade within the association. The larger markets

A speech delivered at the 29th Meeting of Asean Economic Ministers in
Petaling Jaya, Malaysia, on October 16, 1997
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for our goods lie outside Asean and that the prospect for expansion and
realising regional growth lies with the international market. We need
AFTA toincrease competition and upgrade the efficiency of our indus-
tries in order that they become more competitive in the world market.
This would in tumn make Asean an attractive area for long-term non-
speculative foreign direct investment (FDI) and attract more world-
class producers to locate their operations in the region. I would like to
remind ourselves that the bigger the intra-Asean trade, the more at-
tractive will we be to the serious FDI.

Our thrust forward require us to go beyond tariff reduction. As-
can’s own involvement in industrial production needs to be nurtured
along with FDI to deepen and to share in the benefits of growth. We in
Ascan agreed to upgrade industrial cooperation by introducing the As-
can Industrial Cooperation Scheme (AICS). We also realised that the
services sector will be the key sector to develop greater competitiveness
and widen the base of economic growth of Asean. To achieve this, we
concluded the Framework Agreement on Cooperation in Services and
launched negotiations in market access beyond our commitments to
the General Agreement on Trade in Services (GATS). We reviewed
action plans in the transport and communications, energy and minerals
sectors while at the same time we provided greater focus in our plans for
cooperation in the food industry, agriculture, forestry, and tourism. We
also concluded a Framework Agreement on Cooperation in Intellec-
tual Property to ensure that our region will provide effective protection
for intellectual property, both foreign and domestic. Protection for the
former will further raise the confidence of foreign investors while pro-
tection for the latter is essential as our own entrepreneurs now have the
capability and capacity to produce works, systems and inventions. We
are also formulating guiding principles towards the formation of an As-
ean Investment Area (AIA) which foresee a freer flow of capital as well
as effect transparency and predictability of policies and practices in in-
vestment, with a view to making the Asean region a haven for inves-
tors.

Given the mutually reinforcing initiatives put in place by AEM, |
have no doubts that as we move into the first five years of the next mil-
lennium, Asean economic cooperation would be brought to the
“higher plane” that was envisaged by the 4th Asean Summit in Singa-
pore in 1992. However, to remain on this higher plane, we need to set
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our sights higher. To make Asean relevant in the next millennium we
need to have a longer-term vision of what we want to be as an associa-
tion. Twenty five years from today, do we foresee Asean becoming a
common market like the former EEC? Are we setting our sights to be a
single market or an economic union a la the European Union? What is
certain is that we need to make the bold move towards greater eco-
nomic integration, as we will have to face an uncertain environment.
Our recent experience with currency manipulation should be a big les-
son for us. While we should always avoid abusing the system, we must
be perpetually alert to the possibilities of others exploiting our weak-
nesses in order to weaken us further. We have a duty to bring order
within and between our countries, and indeed contribute to a more or-
derly world environment.

Whatis clear to us now is that the challenges which we will have to
face will be enormous. First, while we are closer to achieving the vision
of our founding fathers for Asean to embrace all 10 countries of South-
east Asia with the membership of Laos, Vietnam and Myanmar and the
eventual membership of Cambodia, we need to remind ourselves that
the development gap between the old and new members require spe-
cial attention. We need to stepup the pace of our collective develop-
ment efforts in order to stay ahead of change. We have to encourage the
new members to face change with greater determination if we are to
benefit from such changes. [ see the Mekong Basin development initia-
tive serving as the primary vehicle for us to collectively spur economic
development of the new members. Through this initiative, we can
work together in developing much-needed hard infrastructure such as
roads, bridges, railways, airports and ports, industrial estates, schools,
hospitals and the like as well as soft infrastructure such as education
and training, trade and investment facilitation, improvements in ad-
ministration and management of projects. This regional effort will not
only benefit the riparian states, but also the region as a whole. Our re-
solve to assist the development of the riparian states must be matched
by deeds and financial commitments on mutually beneficial terms.

Second, we need to liberalise without ignoring the dangers posed
by those who see only the opportunities afforded them by their
strengths and experiences, and the weaknesses which their victims may
have. We must not just think of level playing fields but also the relative
strength of the contestants. While standing together to face problems
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may not amount to much, but it is much safer than isolating ourselves
in the hope that we may not be noticed and thus left alone. Some pos-
tulate that the future of the world will be characterised by herd behav-
iour and instincts. The different herds will wheel to the left or the right
or will charge ahead, trampling upon whatever may be in the way. This
does not speak well of the progress human civilisation has made. But
then, the history of human civilisation is full of the exploitation of the
weak by the strong and the powerful.

Third, we need to ensure that the multilateral trading system re-
mains fair and open. We were able to contribute pasitively to the con-
clusion of the Uruguay Round by exerting a positive influence on the
debate on issues and by our actions in effecting orderly liberalisation
measures. We have continued to exert Asean's influence during the
WTO Ministerial Conference in December 1996 to ensure that extra-
neous issues and non-trade issues are not brought within WTO disci-
plines. It is important that the WTO becomes the sole organisation for
the settlement of disputes. Actions taken outside the WTO should not
be allowed and should not be respected. An organisation must have
rules in order to exist and be relevant. Such rules must have the force of
law, international laws which are properly and democratically enacted.
An organisation without rules and regulations will not result in equality
of benefits for the members. Liberalisation is not about doing away with
rules and laws altogether. It is about everyone submitting to the same
set of rules, regulations and laws on a world scale rather than a national
scale.

Fourth, we have to embrace the positive aspects of the develop-
ment of capital markets. Developments in our capital markets over the
last five months revealed how vulnerable we are to various abuses. We
must make a distinction between speculative short-term hot money op-
erations and serious investments in productive activities. We should
continue to welcome real long-term investments but must be wary of
operations which do not create any real wealth for us. We need to coop-
erate in macroeconomic policy formulation to ensure the achievement
of stable, sustainable economic growth for the region.

Fifth, we need to hamess benefits from developments in Informa-
tion Technology very early before the enormity and speed of these de-
velopments render it impassible for us to catch up. The conduct of
trade and commerce itself has not been spared from the development
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of I': Electronic commerce is the buzzword that we need to embrace.
Early discussions have begun on the need to formulate a framework for
electronic commerce. Whether we are conscious of it ornot, all of usin
Asean have conducted part of our business transactions using modali-
ties that form part of electronic commerce. We need to engage our-
selves in the discussions to formulate a framework for electronic com-
merce to ensure that the guiding principles within that fra k do
not put us at a disadvantage but in fact places us all in a position to reap
maximum benefits. We cannot ignore the fact that we need revenue in
order to govern ourselves and much of this revenue comes from com-
mercial activities.

Sixth, we need to upgrade, strengthen and expand our services
sector to complement our strength in the manufacturing and industrial
sector. The latter cannot remain as the only engine of, growth as its con-
tribution to GDP has almost reached the optimum while the lack of
strength in the former has been highlighted as a major contributor to
the current-account deficit in most of the Asean economies.

Seventh, we must continue efforts at upgrading the knowledge
and skills of our people with greater vigour if we are to keep pace and
move ahead of change. We must also continue to emphasise raising
productivity levels in all activities.

In moving towards greater economic integration, Asean may need
to look at the way we cooperate with a new perspective. Our targets
must be that of gaining advantage from our strengths rather than
merely protecting our weaknesses. We had struggled hard to gain inde-
pendence and we cannot afford to lose our sovereignty in the name of
free, unrestricted breaching of our economic and other borders. At
least we must ascertain that such breachings will be subjected to even-
tually beneficial rules.

We have also to acknowledge that as we move towards greater eco-
nomic integration, we are more exposed to the occurrence of disputes

amongst ourselves in the impl, ion of the economic initiatives
that we may put in place. We have to resolve such disputes swiftly and
effectively. The A on Dispute Settl in Economic Initia-

tives concluded in April this year provides the much-needed reference.
While we implement initiatives towards greater economic integra-
tion in Asean, we must not overlook the critical element of reducing
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transaction costs or the cost of doing business in Asean. We need to re-
view regulatory and administrative procedures at the national and As-
can levels with a view to making them more simple and transparent
and ensure that new measures introduced have the effect of facilitating
decisions and approvals. We have to combat corrupt practices squarely.

Towards reducing the cost of doing business we will have to review
the efficiency of our utilities industry. The cost of electricity, gas, water
and telecommunications will be less of a burden to business if we liber-
alise the more restrictive regulation. In the same vein, we need to make
our ports and airports more efficient, our haulage and freight forward-
ing services more responsive.

At the same time, we have to adopt processes that are sustainable,
clean and environment-friendly to avoid costs associated with environ-
mental degradation. We have to educate and encourage our rural
population to do away with antiquated practices in their daily eco-
nomic activities which can pollute the environment. The proximity of
our borders requires that we address the problem of pollution from both
the national and regional perspectives. Failure to do so will most cer-
tainly cost us a lot and will retard our progress.

Asean economic cooperation has come a long way from the time
when we embarked on our first collective economic initiative 20 years
ago. The journey ahead is longer and more demanding. We can make
the journey less onerous if we prepare ourselves well for it, if we remain
focused in addressing issues that confront us and if we remain commit-
ted to achieving our regional goals.




9
REINVENTING OUR
COMMON FUTURE

SINCE ITS LAUNCH in August 1996, the Multimedia Super Corri-
dor (MSC) concept has spread across the international community like
wildfire. There is not a single country which does not know about the
MSC. T hear people talking about the MSC all the time, wherever I g0,
even in Mongolia. They asked me about the MSC and how they can
leam form it. The MSC is a giant testbed for experimenting with not
only multimedia technology, butalso, and more importantly, the evo-
lution of a new way of life in the unfolding age of information and
knowledge. The MSCis therefore, Malaysia's “gift to the world”, a crea-
tion that welcomes the involyement of the global community in shar-
ing the useful lessons of multimedia development.

One year has gone by and much water has flowed under the bridge.
Since then, eyebrows have been raised as to whether Malaysia can pull
it off. On the other hand, there has also been much support for the
MSC. Both the international community and Malaysians alike, I be-
lieve, understand better the concept of the MSC now. I am sure as
more programmes under the MSC roll out, greater understanding and
clarity will ensue.

Several groundbreaking events have taken place since the launch
of the MSC in 1996. In January 1997, we had the first meeting of the
MSC International Advisory Panel (IAP), a panel made up of CEOs
from leading IT companies around the world. In May, the foundation

A speech delivered at the Multimedia Asia 1997 Confe in Seri Kemban-
gan, Malaysia, on September 16, 1997
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stone for Cyberjaya, MSC's dedicatea witelligent city for multimedia
companies, was laid. Furthermore, the other anchor projects in the
MSC, Putrajaya—the smart new administrative capital—and the new
Kuala Lumpur International Airport (KLIA) are progressing well. Four
cyberlaws were also tabled and passed in the Malaysian Parliament in
May. In July, the Multimedia Development Corporation (MDC) is-
sued the Concept Requests for Proposal (CRFPs) for bids by private
companies to spearhead four of the seven flagship applications—elec-
tronic government, smartschools, telemedicine and the multipurpose
card. And today, the MMA—with the theme, “Benchmarking Smart
Solutions"—is our attempt to invite and emulate best practices from
around the world. We want to learn from the best.

We have a clear vision for Malaysia called Vision 2020, the purpose
of which is to attain developed-nation status by the year 2020. We want
to become a developed nation in our own mould. Malaysia's IT Agenda
defines the content of the mould as the creation of a Civil Society. By
“Civil Society” we mean a community which is self-regulating and em-
powered through the use of knowledge, skills and values inculcated
within the people. Such a society will allow every Malaysian to live a life
of managed destiny and dignity, not just in the here and now, but also
in the future. The million-dollar question is, of course, how can we
achieve it.

The manufacturing sector has become the mainstay for Malaysia's
sustained economic growth of between 7 and 8 per cent over the last
two decades. According to our calculations, to achieve our target of a
developed nation, the growth rate must continue to average ar least 7
per cent until the year 2020. However, we anticipate that the manufac-
turing sector’s contribution to GDP will peak at around 38 per cent by
the year 2005, It is obvious to us that we need a second engine of
growth if we are to achieve Vision 2020. This second engine has to be
jumpstarted by the year 2005. The question now is, can we do it

We have read the charts and studied the trends. We have tried to
put our finger on the pulse of the forces that will shape the socioeco-
nomic tapestry of the future. One consistent pounding beat was digital
technology. Thus, we decided to make the Information and Communi-
cation Technologies (ICT) the engine of growth within all economic
sectors. To obtain a clearer focus on this new and powerful agent of




REGIONAL COOPERATION AND THE DIGITAL ECONOMY

change, we formed the National Information Technology Council
(NITC) in 1994.

The basic role of the NITC is to advise the government on ICT
policies and st ies and to help operationalise them. Since we are lit-
erally moving into the unknown and we expect rapid and radical
changes, it is only prudent that we test our ideas first before implement-
ing them nationwide to avoid costly mistakes. Hence, the MSC as a
testbed. We hope the MSC will make the first ripple which will tun
into a tidal wave and engulf the whole country, transforming it into a
global multimedia hub in its wake. The National IT Agenda provides
the broad policy framework for propelling this transformation towards
the creation of a Civil Society. The Agenda outlines a three-pronged
strategy to achieve a knowledge-based society through people, infra-
structure and application development. Needless to say, digital tech-
nology will provide the underlying creative force.

You may have noticed that I used the word ‘creation’ with refer-
ence to Vision 2020. This was deliberate. ‘Evolution’ or ‘development’
would imply maintaining the status quo, of mere continuity. The digital
wind is the harbinger of discontinuities. Breaks will take place and
breaks will have to be made in the way we think, work and live. To our
minds, the break from the past will be the most crucial and the yawning
gulf to the future must be bridged. The MSC is our tentative first
bridge. It is within this context that the MSC must be viewed. We see
the MSC as the seed that will sprout the Civil Society. The MSC is our
first investment for the future. In fact, the MSC is our experimental
tool for inventing our common future.

Inventing the future does not mean forecasting the future; no ordi-
nary mortal can do that. It means setting in motion certain agents of
change now, taking into account current realities and future uncer-
tainties, in the hope that what we envision may be attained. This im-
plies reinvention—reinvention in virtually every field of major signifi-
cance. This is precisely what we are attempring to do with the MSC.
For example, through the electronic government flagship, we hope to
reinvent governance; through the smartschool flagship, we hope to re-
invent education; through the telemedicine flagship, we hope to rein-

vent healthcare; and, through the borderless marketing flagship, we
hope to reinvent business practices.
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I'see governance as the ‘umbrella’ concept embracing and defining
this process of reinvention and therefore is the most important. Rein-
venting governance is not something that we have just thought about.
In fact, we have been doing it for some time. As a first step, we started to
restructure the gove hinery by trimming and sli g it
down to make it more efficient and effective. The idea is to hold only
strategic public portfolios within the government machinery such as
defence, justice and finance, and to privatise much of the rest. In this
respect, public good service functions such as telecommunications,
power and railway transportation, traditionally under the aegis of the
government, have now been privatised. This process s tied closely with
another idea we i d with—the Malaysia Incorporated con-
cept—where the government and the private sector worked closely to-
gether to develop the nation. And I must say we have been quite suc-
cessful in implementing both these concepts.

The idea of an electronic government is the second stage in our
ongoing quest forrightsizing governance. Electronic governance is not
merely governing through electronic means. Technology is just a means
to an end—the end being revamped structures, systems and proce-
dures to implement change and striving for excellence above and be-
yond levels previously attained. Therefore, the move from Kuala Lum-
pur to Putrajaya is more than a physical migration. It is also symbolic of
discarding old legacies and mindsets—a move towards information-
driven frameworks for performance-based management and services.
And, we hope, this move will set in motion a paradigm shift in our ways
of thinking, working and living.

We in Malaysia, of course, are fully aware and realistic that invent-
ing the future, and by implication reinventing existing realities, is not as
casy asit sounds. The journey is going to be difficult, dotted with pitfalls
and challenges all the way. We are also aware that we cannot do it all by
ourselves. We admit that we do not possess the required technologies
nor the knowledge to do what we want to do. But our spirit is willing;
our bodies are strong; our economic fundamentals are right; and, we
are willing to work with others and to leam—and to learn fast. Learn-
ing by doing—that is how we did it in the past and that is how we in-
tend to journey forward. Through the Malaysia Incorporated concept,
we successfully evolved from an agricultural-based economy to an in-
dustrial one within two decades. And concerns for distributive equity
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were not ignored either. We now have time-tested techniques and we
are confident they will stand us in good stead for a repeat performance.

We would like to take the concept of Malaysia Incorporated a step
further with the MSC—towards global smart parterships. We would
like to invite the world community to join us to shape a common future
together. We welcome collaboration instead of confrontation, enrich-
ment instead of exploitation, sharing instead of grabbing. These should
remain the catchwords; these should provide the basis towards evoly-
ing a just and equitable global society.

The United States’ recent “Framework for Global Electronic Com-
merce” initiative advocates non-regulated private-sector leadership.
The market, as we know, rewards the efficient and punishes the ineffi-
cient and the less able. Efficiency and equity do not go hand in hand.
Therefore, leaving the digital economy to a self-regulating market will
only widen the gap between the info-rich and info-poor. The laissez-
faire market is myopic, interested only in the bottom line, with no con-
cern for social justice. Can a free market really replace responsible gov-
ernance? Laws and regulations.are irksome. We should reduce their
roles, but anarchy certainly cannot be better for the marketplace.

In the Information Age, the new basis for power, wealth and influ-
ence will be knowledge. No one has a monopoly on knowledge or wis-
dom, meaning no one can have all the power, wealth and influence. Po-
tentially, therefore, anyone can add and acquire power and wealth.
This should lead to a more open and equitable society. Currently, how-
ever, knowledge tends to stick with the well-endowed: the children of
the well-to-do and the well-educated will have a head start to a good
education over the less fortunate, giving them access to power and
wealth. This will lead to a society where the rich and educated will get
richer and more powerful, while the poor and uneducated, poorer and
weaker. How then do we prevent this from happening?

These questions, more than anything else, point to the need for a
new framework of governance, where the concemns of distributive jus-
tice exist alongside a free-market system for the digital economy. There
is thus a need for the international community to begin a dialogue to-
wards formulating a new global framework for governance in the Infor-
mation Age and towards nurturing a global Civil Society. May I suggest
a virtual forum called the “Virtual Commonwealth of Nations” where
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all nations are equally represented and the participation truly demo-
cratic.

The world, figuratively speaking, is shrinking rapidly. Multimedi
and networking technologies will, through vid hony and videocon-
ferencing, put people from around the world in face-to-face contact.
Multiculturalism will be the way of life in the future. The signs of a
global village are already here. We need to make the necessary adjust-
ments so that our closeness to each other will not result in our stepping
on each other’s toes too frequently. Instead, our cl and more fre-
quent exposure to each other and to information about ourselves
should enable us to develop a strong sense of neighbourliness. In time
we should be able to develop a multicultural global society.

As we witness the death throes of the industrial era ethos and the
sense the birth of another—one that will be founded upon information
and knowledge—should we not take it upon ourselves to manage our
destinies instead of leaving it entirely to the free-market system? We are
not retreating from the borderless world and unfettered trade. It is sim-
ply that human society needs order and a degree of certainty for it to
function at all. Occasional chaos can be managed, but endemic chaos
must affect society and life negatively. The disappearance of borders
between nations simply means that a bigger entity or a new world-en-
compassing nation will emerge. Knowledge by itself is not going to
make this huge single human tribe live in peace. Certainly, unregulated
free trade, even though backed by massive information, will not result
in wealth and happiness for everyone.

We can all plunge into the Information Age with our eyesshut. But
why should we when there is the possibility of testing and finding out
how things will work or tum out. Malaysia's MSC is an attempt at cre-
ating an environment for testing not just the technology but the way of
life itself. The opportunities for experimenting are unlimited. We need
only to think of possible scenarios in order to experiment and test. We
will not get all the answers, but we should not be groping in total dark-
ness as we enter the next millennium and the Information Age.




10
AN ASEAN OF
PEACE AND PROSPERITY

WE ARE NOW very close to fulfilling the vision of the founding fa-
thers of Asean in 1967 to bring together all the ten Southeast Asian
countries into one regional grouping. While this vision remains unful-
filled, the official admission of Laos and Myanmar into Asean, never-
theless, is a major milestone in the history of Southeast Asia. Malaysia
feels honoured to be the host of this momentous event. Let me take this
opportunity to congratulate and welcome our friends from Laos and
Myanmar into the Asean community of nations.

W still have cause to celebrate but let us not forget the difficulties
faced by the countries of Southeast Asia in their early attempts to form
a regional grouping, essentially to facilitate problem-solving amongst
newly independent neighbours. After two false starts, five of the South-
east Asian countries managed to launch Asean in 1967. It was political
necessity rather than economic imperatives which brought these coun-
tries together. But almost immediately there was talk about these coun-
tries emulating the European Economic Community by becoming a
trade bloc.

The level of economic development of these countries was very
low then. An Asean economic bloc would have been quite meaning-
less. Besides, the claims over each other's territories remained to strain
relations between various pairs of Asean countries. It is a measure of
the pragmatism of these countries that they continued to meet as As-

ean, even though bil. | relations b certain bers were

A keynote address delivered at the Opening of the 30th Asean Ministerial
Meeting in Petaling Jaya, Malaysia, on July 24, 1997
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strained. Hitherto, the claims remain but they have not prevented As-
ean from developing into a regional grouping with credibility in the
economic, social and political affairs of the world. Such has been the in-
itial Asean-5's success that the other countries of Southeast Asia and
even thase outside evinced a keen desire to join it.

Asean's accomplishments are even more remarkable considering
that not so long ago there were wars and conflicts in the region and
within many of the Asean countries. It was predicted that if North Vi-
etnam achieved victory, then, like dominoes, one by one the other
countries in the region would fall to communism and chaos would en-
sue. We were told then, as we are told now, that we needed foreign pro-
tection against predatory neighbours such as a victorious Vietnam and
the other powerful Eastern countries.

Against all odds, Vietnam and its much derided soldiers in black
pyjamas won against the greatest power on earth. But the dominoes did
not fall. Instead, they prospered and showed themselves very stable and
capable of managing their countries well. They seem prepared to shed
the ideological baggage of the past and accept the need for economic
reforms in order to give their people a better life. Central planning gave
way to market forces and the promotion of intemational trade and for-
cign investments. Aggressive territorial acquisition appears to be the
last thing on the minds of Southeast Asian leaders. Peace and good
neighbourliness seem to be the preferred creed. And all evinced a de-
sire to work together to build a nuclear weapons-free region of peace,
freedom and neurrality.

There cannot be any doubr that membership in the Asean group-
ing has contributed towards governmental rationality and serious con-
cem for the well-being and rapid development of member states. The
members seem to learn from each other how to administer and develop
their countries. They all seem to believe in working for the good of their
people, even if their individual styles may differ. Asean has proven that
regional cooperation amongst developing countries is possible and can
produce results.

The World Bank recently acknowledged that good government is
the key to the development of poor economies. Conversely, it must be
concluded that the poor economies which have now developed are
blessed with good government.
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The member countries of Asean used to be poor but are today
amongst the most dynamic economies of the world. It follows that the
government of Asean countries know what is meant by good govemn-
ment and their model should be emulated.

The world should conclude that membership of Asean would have
a steadying influence on domestic politics and would help the progress
of member countries. The world should welcome the accession to As-
ean of any country which qualifies. It is regrettable that there are those
who would not see the obvious. Instead of encouraging Asean to accept
all Southeast Asian countries as soon as possible, Asean has been urged
to pass jud, deny bership and apply p on a potential
candidate so as to force that country to remain poor and therefore un-
stable. Asean must resist and reject such attempts at coercion. Such
tactics are not part of the Asean way. We will resolve our problems in
our own way and in our own time. No one should assume that only they
know the solutions to all problems. They have failed far too often in the
past for us to be convinced that only they know what is right and what
is wrong.

The member countries of Asean, like all countries, need security
and peace. We have decided that Asean will not become a military alli-
ance in order to protect ourselves, although each one of us is free to
have bilateral ts with other bers for mutual security.
Those who are concerned about our safety should support our concept
of a nuclear weapons-free zone of peace, freedom and neutrality. We
see no enemy and we would not want to label anyone as our potential
enemy. If we have problems with non-Asean countries, we will to-
gether seek solution through negotiations using our unity as a lever.

We appreciate the offer to defend us but how can we be sure the
promised help will be forthcoming when we see so many countries be-
ing abandoned to their fates as soon as they were in trouble. We know
that the first priority of the protectors would be to pull out their forces.
The pledge to protect human rights irrespective of borders and sover-
eignty has proven empty time and again. We know we will be left toface
the problem and to pay the cost with our lives and our wealth. In the
final analysis, we can only rely on ourselves. Forswearing force as a
means of settling problems between ourselves, we can ensure our safety
through a willingness to settle problems the Asean way.
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For us, our ultimate defence will be our stability and economic
strength as well as our willingness to stay together, even though we
made no promise to fight alongside each other, not being a military
bloc.

Economic strength is all-i In a world dedicated to eco-
nomic growth through a free-market system, territorial acquisition is no
longer worthwhile. It is no longer a source of wealth and power. Those
who talk of military and colonial territories are living in the
past. They know very well that other forms of hegemony is possible.
The threat faced by nations is economic sanctions to impoverish the
people and to stir internal strife. Weakened, the unfortunate countries
will have to submit as completely as if they are colonies. We should
therefore concentrate on economic development and the well-being of
our people. And Asean countries have demonstrated that they know
how to do this. Now, rogether with our new members, the Southeast
Asian countries can cooperate and help each other to prosper eco-
nomically. That way we will become intemnally stable and less suscepti-
ble to the kind of outside pressures our detractors like to apply.

Economic prosperity is really the answer to our security problems
because with prosperity Asean will be taken seriously and its views re-
spected. Itis for this reason that whenever our foreign ministers meet it
is usual for the major economies of the world to have ministerial dia-
logues with us. Even on matters of security we have devised a regional
forum in order to trash out perceived problems. No other regional or-

isation has such an Military strength may inspire fear
but it will lead to a costly arms race. The benefits will only accrue to the
manufacturers and traders in the weapons of war. Economic prosperity
inspire respect but at a much lower cost, while the benefits remain with
us.

In December 1997, the heads of government of Asean countries
will meet informally here in Kuala Lumpur. It will be an epoch-making
gathering of the heads of government of nine countries of Southeast
Asia will be meeting as leaders of one of the world's strongest regional
groupings. There will be a lot of serious things to discuss, decisions and
stands to be made. They will not be just celebrating 30 years of Ascan
but also have serious regional and intemnational matters to discuss.

The world now talks glibly of a borderless world, of globalisation, of

the Information Age, of open markets and open societies. Asean, a
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group of developing countries, will need to know how all these new
concepts about international commerce and politics will affect us. It is
wonderful to know that all the huge markets of the developed countrie
will be open to us in exchange for our opening up of our tiny markets.
But can we really gain access to these markets. Or will the removal of
borders bring about a flow in one direction only.

We now see a well-planned effort to und the economies of
all the Asean countries by destabilising their currencies. Our economic
fundamentals are good, yet anyone with a few billion dollars can de-
stroy all the progress that we have made. We are told to open up and
that trade and commerce must be totally free. Free for whom? For rogue
speculators? For anarchists wanting to destroy weak countries in their
crusade for open societies, to force us to submit to the dictatorship of
intenational manipulators? We want to embrace borderlessness but we
still need to protect ourselves from self-serving rogues and interna-
tional bri

Already we are seeing giant companies swallowing up chunks of
the business in the developing world. They monopolise the services
sector through their huge shipping, airlines, i c ies and
banks. The media, both print and electronic, are now controlled by
them throughout the world. We are denied press freedom by the many
people who trumpet press freedom. Only bad news about us are pub-
lished, the good news are often buried in their archives, never tosee the
light of day.

We worry, we should worry about this borderless world of the Infor-
mation Age and the free market. We are not rejecting it outright. But
we should know where we stand. We should know how we are going to
handle the problems which will arise. Already they have formed power-
ful regional trade blocs. And eight of the most powerful nations have
decided that they, and they alone, should determine the fate of every
country. When they agree on anything, as for example the revaluation
of the Japanese yen, we have to pay the price. And when they quarrel
we will be trampled under.

Alone, none of the Southeast Asian countries will be able to pro-
tect itself. But nine Asean countries with half a billion people may be
able to do something to help ourselves.
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We are glad that when the leaders of the Asean-9 meet, there will
also be a meeting with the leaders of the three biggest economies in
Northeast Asia. We will then have an opportunity to present our views
on a whole lot of international issues to them, for their economies are
clasely linked to ours. What affects us will affect them too. We abhor
trade blocs but we do need as many countries to understand our prob-
lems as we can find. We may be moving towards a borderless world, but
we also see greater exclusivity on the part of the rich. More than ever,
we need to win friends, even from amongst the exclusive group.

We believe in a prosper-thy-neighbour policy in this region. This is
not due to altruism. It is really motivated by selfishness. Prosperous
neighbours make good trading partners and give each other less prob-
lems. The problems of poor neighbours tend to spill across their bor-
ders. It is for this selfish reason that we reject beggar-thy-neighbour
policies.

But we must not be passive in the exercise of this prosper-thy-
neighbour policy. We should actively help each other. Certainly the
newer members of our association are going to need help in order to
catch up with the older members. I believe there is an Asean formula
for success, for how else can we explain why every Asean country has
shown rapid economic growth and political stability? We must help
every country to make use of this formula so that we can all be stable
and prosperous.

Once again, I would like to stress the importance of being eco-
nomically prosperous. Prosperity is essential for the avoidance of inter-
nal conflict. Robert S. McNamara, a former US Secretary of State,
noted that the incidence of intemnal conflict had been highest in the
poorest countries and lowest in the richest. In helping our fellow mem-
bers to prasper, we are in fact helping to reduce conflict in our coun-
tries. With this, we will all prosper and be free from conflict. And we as
neighbours will benefit from the wealth and the absence of conflict in
our region. Again we see the selfishness in the policy to prosper your
neighbours.

There are roughly half a billion people in the Asean region now.
They are not the richest people but even though per-capita income
may be low, their total purchasing power is still considerable. Besides,
with their high growth rates, their economic clout must increase rap-
idly. Their low cost of production, skills and the diligence of their peo-

7




REGIONAL COOPERATION AND THE DIGITAL ECONOMY

ple are assets which will make them attractive to investors and traders
alike. The future is indeed bright for the member countries of Asean.
We know what we must do collectively. We know what we must do in-
dividually. And we have the strength to do what is best for us and tode-
fend ourselves. If we fail, we can blame no one but ourselves. We must
not fail. That must be our resolve.

The 30th Asean Ministerial Meeting is a milestone in the history of
Southeast Asia. It is also a milestone in the history of regional coopera-
| tion. We believe in strength through unity. We reject exclusivity. We
1 suffered in a bipolar world. We know now that a unipolar world is no
il better. We know that alone each one of us will suffer. Only through be-
ing together can we maintain and benefit from our hard-won inde-
| pendence.
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MULTIMEDIA SUPER
CORRIDOR: A GLOBAL
BRIDGE TO THE
WORLD CENTURY

['WOULD LIKE to share my thoughts on the major forces shaping the
Information Age and some of the opportunities this would create for
both Europe's leading information technology companies and Malay-
sia. That we are having this dialogue is very appropriate as I believe
Europe's traditional commitment to the pursuit of knowledge gives it
an infrastructure that is critical for developing a highly competitive in-
formation sector in your economies.

Today, we come together on the cusp of what I would like to call
the “World Century”, a century, possibly unprecedented, of worldwide
peace and shared prosperity. This is because the forces that drive the
Information Age will result in the breaking down of physical, social and
economic barriers which can stimulate growth through “mutual en-
richment”, i.e if we chose so to do.

We have truly entered a new era. In a borderless world the produc-
tion of goods ard services can truly be global. If we chose to cooperate
rather than confront and exploit, worldwide economic development
and prosperity is possible. Creativity, innovation and entrepreneurship
are the scarce resources in a knowledge economy, and these cannot be
confined by borders. These require the free movement of peoples and
ideas which will enable companies, countries, and people to benefit from
mutual enrichment. Every country and all the world’s people should
have access toall the competitive advantages of every kind everywhere.

A speech on the MSC: A Global Bridge from Europe to Asia for the World
Century delivered at the Imperial College in London, United Kingdom, on
May 20, 1997
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Mutual enrichment is possible through the shared creation of
value by means of “webs” of alliances between companies. The best
companies will no longer be able to perform all their economic activi- |
ties within their corporate borders. Like spiders, they would weave ever ‘
more intricate webs of relationships with other companies so that each
performs the activity they do best. These companies will collaborate
across borders unaffected by distances and generate increasing returns
as more and more partners and customers join their web. This is possi-
bly the new model of development for the Information Age and it is ‘
likely that unless we are flexible and responsive to changes in technol-
ogy, industry structure, or consumer preferences, we will be by-passed. |
In an increasingly interdependent world, these webs will be so |
widespread and sp busy trading and partnering that conflict will only ‘
hurt everyone equally. The fibre that link these global webs do not |
break or even bend at country or continental borders or cultural |
boundaries. ‘ |
Four fundamental forces will be driving this globalisation: A mas- I
sive communication network that can send information all over the
world in real time; Capital that will truly be global and needing market
discipline that transcends geographic or political boundaries; Compa-
nies that have aspirations for global market leadership and operations
wherever it is economical and rational for them to produce, distribute,
or market; and consumers whose taste for, and knowledge of, the
world's best will determine what they will buy. | |
The prophets of doom believe there will be a clash of civilisations. |
But when business becomes thoroughly international as it will be in a |
borderless interdependent world, such a scenerio is very unlikely. The
civilisations would be so intermixed that the old-fashioned confronta- ‘
tions would be physically impossible. There may be tensions within so- ’
cieties and within nations as the 21st century forces every country to
become multiethnic and multireligious. But such tensions can be con-
tained. Malaysia has the kind of racial and religious mixture that will be
common in all the world’s countries of the 21st century, and Malaysia
has shown that peoples of different ethnic and religious faiths can live
and work together. They clash at their own risk and detriment.
The World Century will be an Age of Connectivity between peo- J
ples, places, information, and ideas. In this context, Asia has a special |
role to play in the creation of the World Century. For too long, nations E

76




REGIONAL COOPERATION AND THE DIGITAL ECONOMY

have been in the grips of a ‘beggar-thy-neighbor’ mindset. Whether we
like to admit it or not, most people and countries envy the success of
their neighbours. If they can they would ensure their neighbours, far
and near, will not make it. But in Asia today, at least in East Asia, we
have jettisoned the “beggar-thy-neighbour” mindset in favour of a
“prosper-thy-neighbour” policy. This is not an altruistic policy. The
simple fact is that when neighbours are prosperous we get less trouble
from them. Better still they become good trading partners for us. In the
last decade or so trade between neighbours in East Asia has grown
faster than trade between regions or in world trade. It is the “prosper-
thy-neighbour” attitude which has made Asean the fastest growing re-
gional organisation in the world. It is also for this reason that we want to
enlarge Asean by admitting the last three Southeast Asian countries.

You know you are experiencing problem with the few Asians and
Africans living in your midst. But if the south remains poor the trickle
of illegal immigrants might become a flood. Malaysia faces this problem.
To counter the migration we are investing in labour intensive industries
in neighbouring countries. If the world is going to be borderless it will be
better for everyone to ensure neighbours become equally prosperous.
Otherwise there will be massive migration which is bound to cause ten-
sions in every country. Europe is especially attractive for the poor of the
southand the east.

We have so far been dealing with the industrial Age and its prob-
lems. What will be the problems of the Information Age? We do not
know for certain. We can postulate this and that but we have always
been wrong when forecasting the future. None of us foresaw the inven-
tion of the microchip. But the microchip has already changed our life
radically. And now with the advances in telecommunication we are go-
ing to undergo even more radical changes which can make natural bor-
ders and therefore nation-states almost obsolete.

Europe has been taking down barriers between states for a fairly
long time now. It was not because of the Information Age coming to
Europe earlier. It was simply because you have been fighting such de-
structive wars against each other so frequently. You know that with the
sophistication of modemn weapons you cannot afford another European
War. And so, beginning with an ic cc ity you have now
evolved into a European Union where borders between you no longer
mean much. Still, even if you have some experience with a borderless
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world, you will need to know how it will function in the Information
Age

For this, Malaysia offers the MSC as a huge testbed for trying out
not just the technology but also the way of life in the age of instant and
unlimited inft ion. With the liberalism and freedom of your soci-
ety, how will it fare in an envi of total ? How will
you manage for example the total and absolute corruption of your chil-
dren through the Intemet and other nets as they make available ever
more gruesome violence and explicit pornography? How will you deal
with the souls who are going to be lost to the point of committing mass
suicide, or the access to simple technologies for making cheap bombs
and other weapons or even nuclear devices? Will there be anarchy or
will the governments discover themselves just in time before we go over
the brink. I do not think the MSC will provide all the answers, but we
can become a little bit wiser.

In January, I convened the first meeting of the International Advi-
sory Panel of the Multimedia Super Corridor (MSC). This panel in-
cludes industry leaders such as Jim Barksdale of Netscape, Larry Ellison
of Oracle, Bill Gates of Microsoft, Nobuyki Idei of Sony, Lou Gerstener
of IBM, Bon Moo Koo of Lucky Goldstar, Jim Manzi, Scott McNealy of
Sun Microsystems, Kenichi Ohmae, Eckhard Pfeiffer of Compaq, Le-
wis Platt of Hewlett-Packard, Hasso Plattner of SAP and Masayoshi
Son of Softbank. They were enthusiastic about our vision because they
saw that we are serious about removing the obstacles that Industrial
Age policies, laws, practices and attitudes had posed for them. They are
of course enthusiastic about the total way we propose to go about doing
this.

First, the MSC is physically a 15-by-50km long corridor that runs
from the world's tallest buildings, the Kuala Lumpur City Centre, in it-
self an intelligent precinct, down to what will be the region's largest in-
ternational airport when it opens in 1998. This piece of real estate is al-
most a greenfield site for the building of state-of-the-art cities and sys-
tems. Half way between the KLCC and the Kuala Lumpur Interna-
tional Airport will be two cities; one, the new administrative capital of
Malaysia, and the other a cyber city where we will locate industries,
R&D facdmm. a Mulumedm Umvemry and institutions, and opera-
tional q for lc ions to direct their worldwide

manufa:mnng and trading activities using multimedia.
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Both cities will have state-of-the-art communication facilities with
| fibre to all offices, business premises and houses. They will also be gar-
den cities with large bodies of water to make life pleasant and to stimu-
| late creativity the knowledge workers we expect to live there.
( The cities will be linked to Kuala Lumpur and the Kuala Lumpur Inter-

national Airport by a brand-new rail line and dedicated highways,
while a system of light rail transport will move people within and be-
tween the twoccities.

Putrajaya, the new Federal government administrative capital will
itself become a testbed for an electronic government. Equipped with

the latest in telecommunication technologies, companies worldwide

will have a chance of providing, testing and iencing electronic
government in a real government environment. Needless to say supply
of government requirements in this area will favour companies located
| inthe MSC.

The Malaysian government has always been business friendly, and
we are going to be even friendlier to those who participate in the MSC.
Knowledge workers will be able to get in and out of the MSC without
hassle. They will be treated like special guests. Multiple-entry visas will
‘ be given. They must, of course, be genuine, and companies operating in

the MSC must vouch for them. We will allow 100-per-cent ownership
| of companies, and unlimited employment of knowledge workers from
‘ abroad. We feel sure that where our people qualify, and many are quali-

fied, foreign companies will employ them. However, we are not going to
insist on it.

We will not censor the Intemet. But if anyone downloads and dis-
tributes illegal material, he will be subjected to the usual laws of the
| country. We are hoping that one day there will be worldwide under-
| standing of what can and cannot go into the Internet. But until such
time, companies will be free in the MSC.

‘ Bureaucratic procedures will be reduced to a minimum because we
‘ ‘ will be using one-stop agencies. Presently, the Multimedia Develop-

ment Corporation (MDC) acts as a one-stop agency with authority to
| designate MSC-qualified investments. Therefore, companies need
| only to contact MDC to clear any doubts that they may have or get any
I official approvals.
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Approvals for the few official requirements that exist will be expe-
dited. In Malaysia, we move fast. The world's tallest building was built
at the rate of one floor every four days. We also erect buildings from
above down. A good construction consortium will build Cyberjaya and
they will undertake to build any building in double-quick time. The
first building in Cyberjaya, the Multimedia University, will be ready in
1999. But even before that, the university will already be operational.
Soif a company decides to locate its headquarters or whatever building
in the MSC, it can expect construction to be rapid, of a very high stand-
ard and at minimal cost. The first building in Putrajaya, the new gov-
emment administrative capital, is already going up and will be occupied
next year. And, of course, many multimedia institutions are already op-
erating in the MSC.

But the MSC of course is not a matter of buildings and highways.
For the MSC te function we must have the necessary laws, cyberlaws.
These laws are designed to facilitate the use of multimedia and include
protection of intellectual property, validation of digital signatures and
computer transactions, prevention of computer crimes,laws on the
convergence between telecoms, broadcasting, computers and other
systems and a host of others not presently covered by existing laws.
Some of these laws have already been passed by Parliament while oth-
ers are being drafted. We don't think they are perfect. Amendments
will have to be made as we learn more of the usage of multimedia and as
new technology poses new problems.

We have also initiated work on seven flagship projects which will
test the role of information and multimedia in a real-life human society.
We are studying various propasals for one smartcard to replace the
many smartcards which are beginning to weigh us down literally. It is
possible that a single card will contain all information about an individ-
ual including his identity, his licences and other official documenta-
tion, his electronic purse for daily transactions and his fares for all kind
of transport. All information will be secured and exclusive. Through
this smartcard, we would be able to resolve some of the problems faced
by acitizen relating to the society in which he lives.

We will also initiate the electronic government, a multimedia uni-
versity, media industry clusters, a web to enable companies to operate
worldwide without having to do much physical travel, smartschools
and the most effective system of distance learning and telemedicine.
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You can see that there are many areas which multimedia companies
can participate in developing the best system for now and for the future.
And of course what you develop and test in the MSC you can market
throughout the world. There will be innumerable opportunities for
business in the information-based industries.

But best of all you are going to participate in the shaping of an In-
formation Age society. Like all things, the good will always be accompa-
nied by the bad. Being able to communicate with more people through
the Internet will give Malaysians the opportunity to make new friends
all over the world. However, if we are going to be glued to our computer
all our waking hours, we may lose the intimacy of personal relations and
personal contacts. Our friends will be no more than words and pictures
on the screen and words and pictures are not the same as flesh and
blood. We will become less human if we deprive ourselves if physical
contact with our friends, or even our enemies, for that matter.

The mass of information assimilated may cause people to develop
‘new’ personalities and they may become quite ‘unbalanced'. We know
of the Heaven's Gate people who ended up committing suicide. Are
they the only ones? Or are there many others with equally bizarre ideas?
As such, a new field of study is required to deal with the psychological
consequences of the Infc ion Age. The MSC can be made used to
study these effects. Before we adopt the Internet culture as the standard
culture for the world, we should know the possible contents of that cul-
ture, and how to deal with them or influence them in a practical way.
The Information Age should result in a world civilisation greater than
any civilisation that we have known in the past. But much depends on
our understanding of the new age.

Clearly the role the MSC can play is unlimited. True almost every
country has a project which will test the technologies of the Informa-
tion age and Multimedia. All of them are important and probably quite
unique. They may result in us knowing more about the applications of
Multimedia and instant unlimited information. But I would like to
claim that the MSC is the most comprehensive testbed devised for the
purpose of learning and testing the technologies and their application
in the Information Age.

Malaysia is quite conscious that it is not the master of leading edge
technologies in any field. Even in the industrial age we lag behind, hav-
ing achieved perhaps the status of a newly industrialising country. Cer-
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tainly we are not leading in the field of multimedia. We are not even ex-
perts in the needs of multimedia and the Information Age to be able to
foresee and prepare the necessary infrastructure.

But we are prepared to listen to advice and act on them. In Malay-
sia, we hold extensive budget dialogues with the private sector, with
trade unions, with NGO's yearly before we prepare our budget. The
Minister of Trade and Industry holds similar dialogues with the private
sector to get direct feedbacks and suggestions on what the government
should do in order to grow the economy, in order to cater to the needs
of the private sector. And we keep our ears clase to the ground for po-
litical feedbacks because we believe political stability is essential for a
country’s development.

And so for the MSC we have set up a powerful International Advi-
sory Panel (IAP) on which sits practically all the big names in informa-
tion technology from the United States, Europe and Asia. We are seri-
ous about listening to them on how we should configure the MSC. And
we know they are also serious, for many of them have already started
operating out of Malaysia and have booked sites for their facilities in the
MSC. More than a th d serious enquiries have been received, and
30 of the major players are amongst those who have committed them-
selves to the MSC.

These companies are already involved in the structuring of the
MSC. Companies such as Microsoft, Oracle, Hewlett-Packard, Sony,
Sun Microsystems, Netscape, EDS, IBM, Intel and NEC of Japan have
dedicated more than 50 full-time experts to work with the employees of
the Ministry of Telec ications and its consul McKinsey &
Co, to draft a new type of Request for Proposals (RFP) to maximise the
scope for the bidding consortia to pioneer new standards and solutions.
The MSC may still fail, of course, but the chances are quite remote.
Thase who do not come on board now may find the going tough later.
And remember, we are not developing the MSC just for ourselves. It is
our contribution to the World Century of the Information Age. What
you do and what you discover in the MSC will have worldwide impact
and application for you and for the world at large. We are not being al-
truistic. There is much in this project for us but there is also much in it
for everyone. It is truly an exciting experiment and you must admit that
it has stirred up worldwide interest within the industry and outside.
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Just in case you are still not convinced we are serious and business
friendly, I would like to furnish further proof of our commitment.

Malaysia is offering a ten-point Multimedia Bill of Guarantees.
The government of Malaysia formally commits the following to all
companies receiving MSC status from the MDC within the physical
boundaries of the MSC: (i) Malaysia will provide a world-class physical
information infrastructure; (ii) Malaysia will allow unrestricted move-
ment of knowledge workers in and out of the country with no employ-
ment restrictions; (iii) Malaysia will ensure freedom of o hip of
companies; (iv) Malaysia will allow freedom of sourcing capital globally
for MSC infrastructure and freedom of borrowing funds; (v) Malaysia
will provide competitive financial incentives, including no income tax
oran investment tax allowance for up to ten years, and no duties on the
import of multimedia equipment; (vi) the MSC will become a regional
leader in intellectual property protection and cyberlaws; (vii) Malaysia
will ensure no censorship of the Internet; (viii) the MSC will have glob-
ally competitive telecoms tariffs; (ix) Malaysia will tender key MSC in-
frastructure contracts to leading companies willing to use the MSC as
their regional hub; and (x) Malaysia will provide a high-powered imple-
mentation agency to act as an effective ‘one-stop shop' to ensure the
MSC meets the needs of companies.

Thisis the third stop in my odyssey to drum up interest and support
for the MSC. 1 feel quite sure that European companies active in the
field of information technologies will respond well to the project. We
need your advice and your help. We need of course your investments,
which will benefit us and will benefit you as well.

Europe is now a union of many linguistically and also culturally dif-
ferent countries. But the unification of systems in Europe has not been
easy. And it is also difficult to change Europe’s laws, industrial practices
and policies to cater for the Information Age. In the MSC we are offer-
ing European multimedia companies an environment that is not ham-
strung by policies and practices that cannot be easily changed to ac-
commodate a whole new set of businesses, business practices and tech-
nologies. | am sure that European companies are as ready to take up the
opportunities and the challenges which have been taken up by leading-
edge American and Japanese companies. I would like to invite you to
join us in the creation of the World Century through the information
technology provided by the MSC, Malaysia's gift to the world.
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CYBERJAYA: WHERE
CREATIVITY AND
INNOVATION CAN THRIVE

THE CONCEPT BEHIND Cyberjaya, the model intelligent city, as a
core component of the MSC was not conceptualised overnight. It took
years of contemplation, research and planning to come up with a stra-
tegic master plan on how we can achieve Vision 2020. Much research
was done to study the core ingredients needed and the right recipe for
what we envisage to be the real multimedia hub of the world. What we
have planned for Cyberjaya is not just a place where companies in-
volved in information and multimedia technology can operate in, but
one in which creativity and innovation can thrive. The establishment
of the MSC and Cyberjaya in particular will enable Malaysians to leap-
frog into the Information Age. We hope to create the ideal environ-
ment that will attract world-class companies to use it as a regional mul-
ticultural Information Age hub. Our long-term objective is to encour-
age the development of a highly competitive cluster of Mal. mul-
timedia and IT companies that will eventually become world class.
Occupying an area of approximately 7,000 hectares when fully
completed, Cyberjaya is expected to support a target population of
240,000 people in a first-of-its-kind Information Age working and liv-
ing environment. As an intelligent city, Cyberjaya will be equipped
with advanced IT and telecommunications infrastructure to meet the
business, residential and recreational needs of residents within the de-
velopment, including some 10,000 knowledge workers who are ex-
pected to live in the area. It will be served by state-of-the-art telecom-

A speech delivered at the Groundbreaking of Cyberjaya in Sepang, Malaysia,
onMay 17, 1997
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munications network with a capacity of 2.5-10 gigabits per second, to
be installed by Telekom Malaysia, which will enable high-speed trans-
missions of voice, video and data b IV, ies in Cyberjaya and
the rest of the world. This world-class infrastructure will be able tosup-
port multimedia flagship applications, interactive multimedia services,
advanced telephony and data services, as well as mobile communica-
tions services.

Apart from an excellent physical infrastructure comprising,
amongst others, convenient and efficient transportation and multime-
diaandbusmmfadlidm,Cybeljayawillalsobesupporwdbyapackage
of ‘soft infrastructure’ in the form of policies, practices, competitive fi-
nancial incentives and a new set of cyberlaws to create an environment
whichiis fully conducive towards accelerating the growth of multimedia
industries.

Another unique and compelling feature of Cyberjaya is that it
would be developed based on symbiotic harmony between man, the
environment and technology. This is based on the fundamental belief
that technology will serve to provide a better quality of life for man
within the environment, and this technology will be both user and en-
vironment friendly. In developing Cyberjaya, every care will be taken to
maximise the assets of the natural environment. The developers will
also ensure that a suitable environment is created for promoting spiri-
tual, mental and physical health and the enjoyment of nature and cul-
tural pursuits. Amidst all these is an overriding objective to create a
working and living environment where knowledge workers and other
residents may interact freely in a relaxed social environment, thereby
creating an environment conducive to promoting creativity and inno-
vation, similar to that which prevails in the Silicon Valley of the United
States.

The launch of Cyberjaya today could not have been more timelyas
the world celeb the World Telecc ications Day,
rating the founding of the International Telecommunications Union
some 132 years ago. The Malaysian telecommunications industry has
certainly come a long way since the privatisation of Telekom Malaysia
and the rationalisation of the industry. Today, there are seven network
operators providing basic or fixed network services, out of which five
are offering international gateway services, as well as seven cellular
service operators. All of these operators are offering, in some form or
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another, digital technologies based on advanced network infrastruc-
tures. Currently, there are around 3.8 million fixed-line customers and
1.8 million mobile phone users in Malaysia. Our penetration rates are
very high by world standards and are growing at a rapid pace. Mobile
telephony penetration, for instance, stands at 9 per cent, even higher
than that of Japan's when mobile telephony was initially introduced in
that country.

There has been much talk that the lines of demarcation between
the telec ications, ct and broadcasting industries are
fast disappearing. This cannot be closer to reality as the MSC begins to
take shape. A high-capacity network, such as the one being developed
by Telekom Malaysia within the MSC, will enable simultaneous trans-
missions of data, voice and video at very high speeds. That is why we are
now working on the Multimedia Convergence Act which is primarily
aimed at addressing the overlap brought about by this development.
The backbone network which will be established in the MSC and in
Cyberjaya in particular will act as the main pipeline through which
multimedia services can be tapped. This, however, does not mean that
there will be no opportunities for others. There will be plenty of room to
provide content and value-added services. Local companies are en-
couraged to look into strategic alliances and collaborations with global
companies to explore this wide area of content development, especially
to meet the needs of the Asia-Pacific region, whose cultural and social
value systems may differ from thase of the West.

The establishment of the MSC, of which Cyberjaya is the nucleus,
is a step towards embracing the future. It is intended to facilitate our
transition from an industrial-based economy to an Information Age
multimedia economy, keeping the nation competitive in the global
economy. But this does not mean that other industries will take a back
seat. Information and multimedia technology should never be an end
initself. Effectively used, it acts as a valuable input and, in many cases, a
catalyst for many other industries. Advances in multimedia technology
will lead to new applications, spurring the growth of trade and com-
merce, as well as the growth of productivity and efficiency in all sectors.
There are numerous opportunities and spinoff benefits, the impact of
which will be felt for many generations ahead. All it takes is for us to
open our minds to the wide-ranging possibilities and opportunities.
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It was not too long ago that I was being briefed on the initial con-
cepts of the Cyberjaya development. Now, I have been made to under-
stand that the urban planning and basic network design have already
been completed by Cyberview Holdings, the newly-established consor-
tium that will undertake physical development of this project on a fast-
track basis. Other aspects of the developmental planning, such as the
refinement of the Cyberjaya Master Plan, the environmental impact
study and land acquisition for the flagship development area, are al-
ready being completed or are nearing completion. Hitherto, a total of
seven specific sites have been identified for the location of some of the
pioneering projects to be located in the flagship zone, the hub of Cyber-
jaya which covers approximately 2,800 hectares. By late 1998, phase I,
compmmg a 750-hectare dcvclopment, will be completed, while the

areas will be developed in stages up to the year 2005.

To date, a total of 39 companies, both local and foreign, have al-
ready committed to locating their operations in the MSC, as signified
by the large balloons that you can see all around you, taking a claim on
the plots of land on which tossite their cybercity operations. I would like
to cc late these pi ing cc ies for taking that bold step
forward into the future. Based on the h;gh level of interest generated
and positive feedback received over the past few months, | am confi-
dent that many other companies will soon follow this lead. I believe we
have a compelling proposition for you to come and share our vision to
build the perfect multimedia hub through a mutually-beneficial rela-
tionship. We also invite you to use our strategic position to tap into the
Asia-Pacific cultures and marketplace.

The progress of this fast-track project is by no means surprising.
When we first announced our intentions to build the MSC, there were
a few sceptics who have chosen to focus on the fact that this area was
primarily covered in rubber and palm trees, thereby questioning our
ability to complete the project within the time-frame that we have set
for its development. But we need not worry about such remarks. Our
solid track record speaks for itself. Time and again, we have shown that
our commitment and perseverance have led to the fruition and the
eventual success of many major projects in our country and bringing
forth many spinoff benefits to our people. Our national car projects, the
KLCC development and the Petronas twin towers, the North-South
Highway, our state-of-the-art motorcycle plant in Gurun, are only a
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few examples of our successful fast-track projects. The building of our
new international airport, which will be operational for the Common-
wealth Games in 1998, will be yet another example, not forgetting the
development of the MSC, which includes both Cyberjaya and Putra-
Jaya.

Since its launch in 1996, we have sought many potential compa-
nies to explain our plans to build this Multimedia Super Corridor and
the attractive physical and soft infrastructures which accompany it.
The response that we have received so far has been, to say the least,
overwhelming. As you may be aware, an International Advisory Panel
comprising top-level executives from some of the world’s most innova-
tive and successful companies involved in IT and multimedia has been
established and its first meeting successfully held in January this year.
There have also been successful promotional missions to the United
States, Japan and India in the first quarter of this year, led by the Multi-
media Development Corporation. Another promotional visit, this time
to meet potential investors in Europe, is planned for the 20th of this
month.

In terms of the seven flagship applications, various agencies from
the government and private sectors, both local and intemational, have
been actively involved in the development of the concepts and imple-
mentation plans. They are now at various stages of implementation
planning and are expected to roll out the pilot projects from July 1997
onwards.
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THE DIGITAL CENTURY:
OPPORTUNITIES FOR
MUTUAL MALAYSIA-JAPAN
COLLABORATION

ITIS BOTH a privilege and an honour for me to be here today to share
some thoughts with you on this topic “The Digital Century: Opportu-
nities for Mutual Collaboration between Japan and Malaysia”. The
digital century or the Information Age holds a lot of promise especially
in the context of a rapidly changing technological revolution world-
wide.

The digital economy stresses the importance of networking of per-
sonnel worldwide or collaboration of human efforts in exploring new
and powerful ways to achieve common enrichment through the use of
information technology. This is definitely one area in which Japan and
Malaysia can reap mutual benefit. Malaysia has manpower skills in cer-
tain areas which are relatively cheap and can be accessed by Japanese
companies even if not located in Malaysia, while Japan of course has
multimedia technology which can play a role in a borderless economic
world.

For technology companies to be intemnationally competitive in the
growth industries of the 21st century, new industrial global standards
need to be redefined, even as revolutionary IT products and services
are developed. Digitisation ensures greater accuracy and is said to be
the key factor driving the consumer electronics industry in Japan in the
1990s. Digitisation in many fields has not yet been fully exploited. With
Japan's experience and knowledge in this field and in the use of multi-
media, there are almost unlimited possibilities for new industries to be

A speech delivered at the Confe for I in the Multimedia Super

Corridor in Fukuoka, Japan, on March 28, 1997
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developed and expanded throughout the world with hardly any need
for direct face to face interaction of personnel.

As we approach the 21st century, fantastic changes are taking
place which made what was impossible in the old economy of the In-
dustrial Age suddenly possible in the Information Age. For practical
purposes, borders have already di d because knowledge, capi-
tal, company activities and consumer preferences ignore lines drawn on
amap. Where countries once competed with one nation'’s trade surplus
resulting in another's trade deficit, in the future both countries can
benefit because networks of companies collaborate across borders to
deliver value to customers in the most economically sensible way.

For the first time in history, the Information Age has created con-
ditions that will enable countries and companies to mutually enrich
one another; it is no longer a zero-sum game with winners and losers.
There is tremendous opportunity for those countries and companies
with the courage to embrace these changes. For a limited time, there is
a relatively level playing field where developed and developing coun-
tries can work together in ways that create benefits for both. This is be-
cause many of the wealthier developed countries are locked into obso-
lete industrial structures and legislative frameworks. Vested interests in
these systems will stubbornly oppose any change. Fortunately, these
corporate interests have not had time to develop and become powerful
in the developing countries like Malaysia.

Let me briefly explain our plans to develop the IT industry. The
Multimedia Super Corridor (MSC) will be the first place in the world to
bring together all the elements needed to create a special environment
that will combine world-leading IT and physical infrastructure with a
comprehensive investment-friendly package of incentives and support
in which multimedia companies can develop new technologies and ap-
plications. The MSC will be a multicultural ‘web' of mutually depend-
ent international and Malaysian companies, collaborating to deliver
new products and services to customers across an economically vibrant
Asia and the world. This ‘web’ will eventually extend beyond Malay-
sia's borders and out across Malaysia's multicultural links to our neigh-
bours. In other words, when we produce a product, the components
can be manufactured in China, using machines programmed in Japan,
with software written in India, and financing coming from the Labuan
International Offshore Financial Centre. The product may be assem-
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bled in Penang and shipped to global customers direct from the new
Kuala Lumpur International Airport within the MSC.

The first phase of the MSC should see hundreds of large and small
c ies working collaboratively with one another and with partners
across the Asia-Pacific and the world. Some of these companies will
certainly be today's leaders. Many others will be the smaller companies
that are members of each of these companies' ‘web'. Hopefully, a few of
tomorrow's leaders will be from Malaysia with new products and serv-
ices in the MSC.

Ultimately, the MSC is envisaged to become a global community
living at the leading edge of the information society. This will set the
stage for Malaysians to enter the digital century.

We therefore would like to invite your companies to set up your
R&D centres in our ‘Multimedia Super Corridor’, a green field area
which runs from the world's tallest buildings in the Kuala Lumpur city
centre, down to what will be the region's largest international airport
when it opens next year. We seek your cooperation for collective and
mutually-beneficial collaboration in developing the MSC.

In addition, an MSC status qualifies companies for a package of fi-
nancial and non-financial incentives. Companies may enjoy the fol-
lowing financial incentives: (i) five-year exemption from income tax,
renewable to 10 years or a 100-per-cent investment tax allowance
(ITA); and (ii) duty-free importation of multimedia equipment.

In addition to the financial incentives, MSC-status companies will
enjoy the following non-financial incentives: unrestricted employment
of foreign knowledge workers; freedom of ownership; freedom to
source capital globally for MSC infrastructure and the right to borrow
funds globally, besides other benefits.

Other MSC benefits include world-class physical and IT infra-
structure, intellectual property protection, globally competitive tele-
com tariffs, no censorship of the Internet, and excellent educational fa-
cilities, including the region's first Multimedia University.

We have defined this path which hopefully will transform Malaysia
into a knowledge society. As a first step, by the year 2000, we expect to
see seven flagship applications being developed in the MSC by webs of
international and Malaysian companies. These flagship applications
are electronic government, a national multipurpose smartcard, smart-

93




MAHATHIR MOHAMAD

schools, an R&D cluster, tel dicine, a worldwide facturing

web and borderless marketing. We intend to be global pioneers in these
applications. Other countries have embarked on similar initiatives.
However, many are hampered by entrenched interests and most do not
provide the needs of the IT industry as comprehensively as we do.

Over time, each of these flagship applications will generate a web
of world-class and Malaysian companies, collaborating to develop and
deliver innovative products and services. In this context, it will be ex-
citing for a project champion to be identified with an area of the flag-
ship application of the MSC. No company can be the champion for
every application. As such, we can cooperate to identify suitable com-
panies which can champion applications which they are best at and
work with their respective counterparts, whether Japanese or Malay-
sian. They can then develop the identified application into one which
can be used as a model for the world.

On the top of the priority list for mutual cooperation we will be rec-
reating and building paths that lead us back to the basics of humanity.
For all the new technologies, strategies and structures, both physical
and invisible ones that are taking place within organisations today, the
one central element crucial for the continued growth of mankind is the
one which focuses on mobilising human intellect and spirit. Only by
bringing back the elements of humanity and self-identity can organisa-
tions hope to compete in this digital century, which Lester Thurow de-
scribed as “an era of man-made brain-power industries”.

With all the dazzling effects of information technology, we must
never forget that artificial intelligence can never replace the human in-
tellect. People, especially corporate managers, must lead business and
society with a social responsibility that displays not only a balanced set
of values and ethics, but one that will inculcate the spirit of corporate
integrity. In the digital century, in which everything is reduced to bits
and bytes, one needs to have something solid and real to fall back on.
As such, we will look towards the corporate leaders from our two coun-
tries to propagate a philosophy of knowledge that is imbued with our
own set of Asian values.

Japan and Malaysia should cooperate to create the electronic com-
munities that would actively produce the indigenous content suitable
to our needs. In this regard, the MSC will provide the perfect opportu-
nity for this to take place. Again, we invite and welcome Japanese busi-
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nessmen, IT and technology experts to our MSC to share with us their
skills and knowledge, and together, develop localised contents for mul-
timedia applications that will be of world-class standards.

In the face of the information onslaught, we should adopt a proac-
tive approach to counter-balance Western dominance of cyberspace.
We are not saying that Western influence is all bad. What we are em-
phasising is that by being digital, IT literate and technologically ad-
vanced does not mean that our Asian values are irrelevant. Ifanything,
they will be even more relevant for our men and women as they search
for their own niche and identities in a borderless environment.

The new spirit expresses itself in all human activities, but most dra-
matically in the new impetus and importance of the arts. The scientific
rationalism of the Industrial Age had reduced the arts to luxury, some-
thing you indulge in when you had nothing more important to do. Cor-
porate culture should take on a meaning beyond what life s like inside a
corporation. Corporate leaders should associate themselves and their
companies with new millennium creativity. This does not mean simply
acquiring expensive, already acknowledged pieces or sp ing
the occasional musical event or museum endowments. New visionary
corporate leaders will champion independent thought and have the in-
sight to distinguish between superior quality and fake originality. They
will look to the arts to uncover the true source of the human spirit.

By the turn of the 21st century, life and attitudes would have un-
dergone a period of dizzying, accelerated change. Our nation needs
more than industries and IT competent men and women to stay ahead
of the race in the digital millennium; we will also need the zest of crea-
tive imagination and free spirit, as expressed in the arts and creative sci-
ences. It will only be possible if leaders can continue to create the
means to mobilise the energy, spirit and inner strength of the work-
force.

Needless to say, Malaysia has much to learn from Japan. In fact, we
have adopted a Look East Policy for almast 15 years, in which we look
to Japan as a model for our development. W are particularly keen to
learn about your work ethics, your industrial practices and your tech-
nology. We have been sending students to Japan to learn more from Ja-
pan. Our bilateral relationship has therefore grown from strength to
strength.
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In this context, Japanese companies can form strategic alliances
with Malaysian c ies for busi llaboration in Third World
c ies. Such smart hips will benefit all three partners. More
such trilateral relationships can be explored meaningfully as we move
into the digital century.

Malaysia and Japan can together move into countries of the South.
Together, we can combine our resources and achieve synergies in get-
ting into Africa, Central Asia and Latin America. Malaysia's pivotal
position amongst the G15 countries and Islamic nations can be of stra-
tegic advantage to Japan. We can together, identify opportunities in
these nations, bringing to them the technologies they need to help
them move ahead into the digital century.

We have always welcomed Japanese investors in Malaysia. Japan is
currently Malaysia's biggest foreign investor. Investments from Japan
increased by 91.2 per cent from RM2.3 billion in 1995 to RM4.4 billion
in 1996. Japan ranked first both in terms of number of applications and
proposed capital investments, in which a discernible concentration was
in the electrical and electronic products industry. The Plaza Accord
have brought large numbers of Japanese investors to Southeast Asia in
the mid-1980s, and helped Japan overcome the problems caused by the
Endaka.

As we are poised to enter the digital century, we should look at the
structure and mc of J ir in Malaysia in par-
ticular and Southeast Asia in general. We in Malaysia require more
capital intensive and high-technology investments and Japan isina po-
sition to meet this requirement, especially in the Information Age,
where Japanese expertise is well-known.
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A GLOBAL BRIDGE TO
THE INFORMATION AGE

ITHAVE COME to the world's entertainment capital here to share a vi-
sion of building a bridge between peoples and places, to connect your
creativity and entrepreneurship with a very special environment we are
creating in Malaysia. By doing so, we can reap rewards together that
neither of us would be able to develop on our own.

The success of a country depends on its ability to adopt and adapt
to global forces and not on the basis exclusively of comparative advan-
tages such as natural resources, population or labour costs. Visionary
countries can choose to create value rather than merely struggle to
make the most of existing circumstances. Just as companies cannot suc-
ceed by trying to do everything themselves, the same is true of coun-
tries, especially developing countries. Malaysia is not trying to build a
replica of Silicon Valley or Hollywood. We would be deluding ourselves
if we expect storyboards not to be created in Hollywood or R&D on the
highest value-added components not to be done in the Silicon Valley.

We realise you are more advanced and that we have much to learn,
but precisely because you are so developed there are very important
things that we can do that you cannot. Malaysia is offering the world a
special greenfield environment designed to enable companies to col-
laborate in new ways and reap the rich rewards of the Information Age.
There are no legacies of artificial constraints created and perpetuated
by entrenched interests. We offer the Multimedia Super Corridor
(MSC) as a gift to the world, a glohal bridge to the Information Age

A speech delivered at the Conference for Investors in the Multimedia Super
Caorridor at the University of California, Los Angeles, on January 15, 1997
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that will enable genuine mutual enrichment for our partners possessing
the vision to participate.

The MSC is truly a world's first, the careful creation of a region
with the infrastructure, laws, policies and practices that will enable
companies to explore the Information Age without the usual con-
straints which frustrate them. The MSC is a 15-by-50km corridor that
runs from the world’s tallest buildings in the Kuala Lumpur City Cen-
tre, down to what will be the region's largest airport when it opens in
1998.

More than two years of careful study have gone into developing a
package with four key elements which will make the environment
within the MSC very special.

First, the MSC will have the best physical infrastructure that can
be offered in the world. This includes the Kuala Lumpur City Centre, a
new airport, rapid train links to Kuala Lumpur, a dedicated highway,
and two new intelligent garden cities. Kuala Lumpur City Centre is the
northemn gateway to the MSC. The Kuala Lumpur International Air-
port to be commissioned in 1998 will initially have 80 gates with two
parallel runways. The airport will also become an integrated logistic
hub with the latest in IT to facilitate the movement of people and
goods.

The first intelligent garden city, Putrajaya, will be our new admin-
istrative capital where most ministries will be relocating, beginning with
the Prime Minister's Office in 1998. Putrajaya will be Malaysia’s new
clectronic government administrative centre served by state-of-the-art
communications and transportation systems. The neighbouring Cy-
berjaya is a city designed to provide the physical and psychological
spaces needed for creativity, the pursuit of information-age technolo-
gies and businesses and relaxation. It will be built around the new Mul-
timedia University. Cyberjaya will provide top-quality intelligent build-
ings, multimedia enterprise estates, residential housing, leisure and rec-
reational facilities, and state-of-the-art supporting infrastructure. It will
support a working population of approximately 150,000 and a living
population of over a hundred thousand.

Second, the MSC will have the world's best soft infrastructure of
supporting laws, policies and practices. This includes a comprehensive
framework of societal and commerce-enabling cyberlaws on intellec-
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tual property, digital signature, computer crime, distance learning, tele-
medicine and electronic government. For example, our new Digital
Signature Act creates a regulatory framework for certifying authorities
and severe penalties for cyber-fraud. In addition, we are developing a
Multimedia Convergence Act that will merge and update our telecom-
munications, broadcasting and information laws to reflect today’s rapid
technological convergence. Finally, we know how critical skilled work-
ers are and have a series of educational and training initiatives across
the country. All schools will be connected to the Intemet by the year
2000 and a multimedia university will produce grad that will meet
MSC companies’ skill requirements.

Third, the MSC will leapfrog available information infrastructure
with a 2.5-10-gigabit Open Multimedia Network that will use the latest
ATM switches to provide fibre to the building. This network will have a
5-gigabit international gateway with direct links to the United States,
Japan, Europe and other Asean countries. This will be in operation by
1998. Value-added service providers will be able to compete freely on
this network with no restrictions on foreign ownership and cost-based
interconnect tariffs. Telekom Malaysia has committed to offer competi-
tive tariffs that are comparable to or better than that of other global car-
riers and will provide world-class network performance standards.

Fourth, a fully empowered one-stop shop called the Multimedia
Development Corporation (MDC) has been created to manage and
market the MSC. The MDC will be opening ten offices around the
world over the next two years so it can be close to the companies who
will be its clients. In addition, the MDC has been incorporated under
the Companies Act 1965 so it will be able to operate independent of
civil service rules and regulations. The MDC has a free hand to hire the
best people in the world, and a business plan to serve the needs of com-
panies relocating to the MSC both before and after they decide to es-
tablish operations in Malaysia. The Deputy Prime Minister and I will
personally oversee the activities of the MDC and will resolve issues
brought to our attention.

Malaysia will be changing the way its people live and work, particu-
larly within the MSC. This special area will be a global ‘testbed’ for new
government roles, new cyberlaws and guarantees, collaborations be-
tween government and companies, companies and companies, educa-
tion, delivery of healthcare and applications of new technologies. We
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are looking for ‘smart partnerships', win-win relationships between
companies and the government. For instance, we will no longer require
multimedia companies to go through a traditional Request for Proposal
(RFP) process that requires us to have a crystal-clear concept of exactly
what the company must deliver. Leading companies told us this was in-
appropriate for new areas of multimedia where the solutions are devel-
oped rather than assembled from existing knowledge. Instead of tradi-
tional tenders and RFPs, we will ask companies for ‘concept propasals’
that describe the approach they would take to developing or achieving
the benefits we have requested. This allows us to select a consortium of
companies as a smart partner to innovate new products and services in
the MSC. We will be doing this in several application areas that I will
describe shortly.

In short, Malaysia is taking a single-minded approach to develop-
ing the country using the new tools offered by the Information Age.
The MSC will be the R&D centre for the information-based industries
to develop new codes of ethics in a shrunken world where everyone is
neighbour to everyone else, where we have to live with each other
without unnecessary tension and conflicts. Indeed, the MSC is a pilot
project for harmonising our entire country with the global forces shap-
ing the Information Age. Phase I involves making the MSC a success
by learning from our partners and utilising the experience we gain;
phase II will link up with other islands of excellence within Malaysia;
and phase Il involves making all of Malaysia a Multimedia Super Cor-
ridor that is connected to other smart regions around the world. [ ex-
pect Malaysia to be in the final phase by 2020, by which time we hope to
be a developed nation.

As far as we know, no other country is even contemplating any-
thing similar to what Malaysia has in mind. Other plans may sound
similar because all of them use ‘[T, ‘Cyber’ or ‘Multimedia’ to market
one development or another. However, we are not adding new facilities
to existing ones or adapting a concept to an existing area; we are build-
ing and installing the latest technology on a huge 15-by-50km green-
field site designed to realise the full potential of multimedia. 1 hope oth-
ers will link up with the MSC and become one of the central pillars in
our global bridge connecting the smartcities of the world. It is in our
mutual interest to collaborate rather than undermine each other be-
cause all of us will benefit from it.
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As we approach the 21st century, fantastic changes are taking
place which make what was impossible in the old economy of the In-
dustrial Age suddenly possible in the Information Age. For practical
purposes, borders have already disappeared because knowledge, capi-
tal, company activities and consumer preferences ignore lines on a
map. Where countries once competed with one nation's trade surplus
resulting in another’s trade deficit, in the future, both companies can
benefit because networks of companies collaborate across borders to
deliver value to customers in the most economically sensible way. Al-
though none of this activity is captured by the economic statistics de-
veloped in the Industrial Age, its impact is clear and will require new
types of international institutions. In short, the Information Age has
created conditions for the first time in history that will enable countries
and companies to mutually enrich one another; it is no longer a zero-
sum game with winners and losers. This is a tremendous opportunity
for those companies and countries with the courage to embrace these
changes. For a limited time, this will be a relatively level playing field
where both developed and developing countries can work together in
ways that create benefit for both. This is because many of the healthier
developed countries are locked into obsolete industrial structures and
legislative frameworks and vested interests in these systems stubbornly
oppose any change. Fortunately, these corporate interests have not had
time to develop and become powerful in developing countries like Ma-
laysia.

The MSCis the first place in the world to bring together all the ele-
ments needed to create the kind of environment to engender this mu-
tual enrichment. I see the MSC as a multicultural ‘web’ of mutually de-
pendent international and Malaysian companies collaborating to de-
liver new products and services to customers across an economically vi-
brant Asia and the world. I fully expect that this ‘web’ will extend be-
yond Malaysia's borders and out across Malaysia’s multicultural links to
our neighbours. Component manufacturing can then be done in
China, on machines programmed from Japan, with software written in
India, and financing from Malaysia's Labuan International Offshore Fi-
nancial Centre. The product may be assembled in Penang and shipped
to global customers direct through our new airport.

Malaysian companies are already working with world-class inter-
national companies and technology transfer is taking place. Moreover,
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companies and neighbouring countries are benefiting as well because
certain parts of these products are produced in other locations. The
consumer benefits mast of all because they get top-quality products at
the best possible price. In short, all parties linked by this ‘web' will bene-
fitand be enriched.

Phase I of establishing the MSC will be complete when the MSC is
home to hundreds of large and small companies working collabora-
tively with one another and with partners across the Asia-Pacific region
and the world. Some of these companies will certainly be today’s lead-
ers. Many others will be the smaller companies which are members of
each of these companies' ‘web'. Hopefully, a few of tomorrow's leaders
will be from Malaysia with new products and services in the MSC,

1 like multimedia because the most successful companies are those
which collaborate with many partners and truly transfer technology to
them, not out of charity, but out of collective self-interest. These com-
panies know that they cannot stay at the leading edge if they try and do
everything themselves. They realise that a web of smaller companies
working to common standards can deliver more benefits to the con-
sumer. I hope to see some multicultural Malaysian companies alongside
international companies, thus mutually strengthening the capabilities
of both.

Phase Il of linking the MSC with other islands of excellence will be
complete when the MSC becomes far more than a business develop-
ment. By then, the MSC will be a global community living at the lead-
ing edge of the information society. The citizens’ smart homes will be
connected toa network through which they can shop, receive informa-
tion, be entertained, interact with one another and educate them-
selves.

Phase I1I of leapfrogging all of Malaysia into the Information Age
will be complete when the entire country is living and working in these
new ways. Of course, when they grow tired of all these newfangled de-
velopments, they can always enjoy the pristine environment which we
have preserved in Malaysia.

Toachieve this vision, I believe it is important to define a path that
leads toit. By 2000, I expect to see seven flagship applications being devel-
oped in the MSC by ‘webs’ of international and Malaysian companies.
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First, Malaysia wtl]beap:oneermelecuonlcguvcmmmt This will
be a multimedi: worked ion linking Putrajaya
to government centres ammd the country to facilitate inter-govern-
mental collaboration and citizen access to government services. It will
start with the Prime Minister's Office when it moves to Putrajaya in
1998 and roll out across the other ministries as they relocate.

Second, Malaysia will have the world's first national multipurpose
smartcard. A single platform will have the individual’s ID and elec-
tronic signature and access to government, banking, credit, telephone,
transport and club services. Of course, security will be critical but the
technology is, I believe, already here to enable all of these services to be
on one secure platform. Imagine the convenience as we are freed from
having to carry a huge pack of plastic cards and selecting one every time
we need to use a card. Imagine the opportunity for companies of having
no uncertainty that this one card will be in the hands of every Malay-
slan.

Third, Malaysia will have a comprehensi for smart-
schools. All schools within the MSC will be cunnecxed to the Internet
by 1998, and the rest of the country will follow after that. A new cur-
riculum is being developed, and our teachers will be retrained so that
they can work with technology to do more than convey knowledge the
traditional way. World-class distance-learning facilities will be built at
the Multimedia University and we hope to hold virtual classes with
teachers and students in other universities around the world. Students
will be equipped with the skill and ability to make sound judegements
from the overwhelming amount of information We will use our schools
to help students learn the judgement and skills required to choose be-
tween the overwhelming amount of information that will be available
to them.

Fourth, the MSC will become a collaborative cluster of academic
and corporate R&D centres, using distance learning to produce world-
class graduates and next-generation innovations. The Multimedia
University will be the centre for this, and 1 would like to invite faculty
and students from the University of California, Los Angeles to help de-
velop our new institutions in Malaysia through exchanges of students
and faculty. I would also like to invite companies interested in partner-
ing with the Multimedia University to contact us. This university will
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have close links to MSC companies to ensure it will produce graduates
with the right skills.

Fifth, Malaysia will be a regional centre for telemedicine. With our
Chinese, Ayurvedic, Malay and Western medical knowledge and vast
biogenetic resources, we are a natural hub. Rural clinics can be con-
nected to medical experts from within the country and to the great
clinics worldwide using new tele-instruments for remote diagnosis,
therapy or even surgery. The doctor no longer has to be in the same
room as the patient. Key infc ion can be gathered and itted
using new instruments such as electronic stethoscopes operated by
nurses or technicians. The world’s best doctors can then view and com-
pare key information of other patients and, of course, data of millions of
patients already in the world's computers.

Sixth, I hope the MSC will be a remote manufacturing, coordina-
tion and engineering support web that electronically enables compa-
nies in high-cost countries to access plants across Malaysia and Asia as
virtual extensions of their domestic operations. While we have real
strengths in manufacturing, we recognise the need for companies to op-
erate a network of facilities around the region.

Seventh, the MSC should become a marketing and multimedia
customer service hub leveraging Malaysia’s unique multicultural links
to provide electronic publishing, content localisation, telemarketing
and remote customer care to a market of 2.5 billion people. For exam-
ple, a Japanese company's catalogue can be translated into Chinese,
Malay, Indonesian or the Indian languages by a company that takes or-
ders through a system that automarically localises the sizes and curren-
cies.

Over time, each of these flagship applxcauons will generate a web
of world-class and Malaysian cc borating to develop and
deliver innovative products and services. Thcy will take root and grow
in an environment that provides the required lifestyle, infrastructure,
laws and policies. Equally important is the development of links that
will connect each of these webs into a larger MSC web. Indeed, it is
these links which will allow the MSC to sustain its competitiveness
over time.

Malaysia is a country with a vision and a strategy to achieve what
we call Vision 2020. Our goal is to attain developed-country status by
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the year 2020. These interlinked webs will allow us to achieve the goals
of Vision 2020 by developing a strong services sector to balance our al-
ready strong manufacturing sector while helping to improve the pro-
ductivity and quality of life in the nation. Equally important, the MSC
will provide a platform to tie us together and celebrate our culture while
helping to educate us in new and different ways.

Beyond Malaysia, the MSC becomes a global bridge when its web
is interlinked with those of other regions around the world. This bridge,
I hope, will connect with the digital entertainment community in Hol-
lywood and the high-technology companies in the Silicon Valley. For
example, storyboards can be developed in California while animation
executed in the MSC, and then electronically transmitted back to Los
Angeles for editing, sent back to the MSC for colour-balancing, and
transmitted back to the studio for final approval and distribution. Let us
explore ways to mutually enrich one another through the MSC, Malay-
sia’s gift to the world.

The breadth of what I am describing has probably never been at-
tempted anywhere else in the world. You may be thinking, “Why Ma-
laysia?” The optimism surrounding the MSC's potential is boosted by
the success of Malaysia in attracting global investment and promoting
international business and industry. The advantages of Malaysia as a
regional centre for multinational operations are many. The country
continues to exploit its natural and traditional attributes while improv-
ing on its technological, physical and soft infrastructures to ensure that
it remains a profit centre of choice in the region. Malaysia has at least
eight key strengths.

First, Malaysia's strategic location at the heart of Southeast Asia,
one of the world’s fastest growing regions, with access to the three
Asian markets of India, China and Indonesia. Historically a thriving
entreport, Malaysia continues to serve as an important entry point into
Asia, services as it is by all major air and shipping lines. We are only a
few hours' flight from major Asian capitals. Blessed with an agreeable
climate, rich tropical resources and a population drawn from Asia’s old-
est civilisations, Malaysia is becoming increasingly attractive for trade,
investment and tourism.

Second, stable economic growth. Over the past decade, Malaysia
has achieved consistently high growth of over 8 per cent in GDP terms.
A well-managed economy, supported by strategic development poli-
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cies, ensured stability over the long term. Malaysia's series of five-year
development plans are executed against a backdrop provided by an In-
dustrial Master Plan and Vision 2020. These ensure a continuing
agenda and have resulted in the country moving from its role as a lead-
ing producer and exporter of primary commodities to one of a world
manufacturer and exporter of electronic products and resource-based
consumer goods. Malaysia’s current thrust is towards high-technology
and knowledge-based industries.

Third, political stability. Having gained its independence peace-
fully in 1957, Malaysia has demonstrated the benefits of political pru-
dence and regard for good neighbourliness in its governance and inter-
national relations. The country is managed a by a caalition of political
[parties which harmonises the political needs of the different ethnic
communities, thus providing political stability under a pragmatic lead-
ership for the past 40 years. the government, assuming the role of facili-
tator for private enterprise under the Malaysia incorporate concept,
will work diligently to lay the groundwork for industrial growth.

Fourth, a multicultural, multilingual and multiethnic environ-
ment. Drawn from many Asian civilisations, Malaysia's multiethnic
population has given a unique vitality to Malaysian life. Malaysians are
multicultural by upbringing and attitude, and they place a high pre-
mium on respect and tolerance for people from other communities and
cultures. They speak a variety of languages (including English, Malay
and Mandarin) and various Chinese and Indian dialects. Malaysia's
population of more than 20 million is relatively young and energetic,
with 42 per cent falling within the 15-39 age group.

and its multicultural links with the biggest Asian markets are
unique. The Malaysians are made up of people of Malay, Indonesian,
Indian and Chinese origin. We have language skills and cultural knowl-
edge that can be very helpful. Most people speak English as well as one
or more languages such as different Chinese or Indian dialects, or Ma-
lay.

Fifth, develof | track record. Malaysia makes no excuses for
putting its infrastructural and superstructural projects on the fast track.
Its construction sector recorded its eighth year of double-digit growth
in 1996, reflecting the successful execution of several megaprojects in
the residential, commercial and industrial sectors. The new North-
South Highway, Kuala Lumpur International Airport, Telecommuni-
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cations Tower, a second link to Singapore, Light Rail Transit System,
Commonwealth Games Village and East-West Expressway are only a
few examples of recent infrastructual developments that have been
completed or are nearing completion. With these new communica-
tions infr being built, Malaysia will be a highly efficient and
effective hub for the region.

Sixth, cost advantage. Malaysia still has a cost advantage as com-
pared to the other ‘tigers’ in the region. In fact, a recent study done by
international consultants on the cost of doing business in Malaysia in-
dicated it is amongst the most competitive in the Asean region. To sus-
tain this, the govemment will continue to provide the enabling envi-
ronment. Our people are amongst the most productive in Asia.

Seventh, the of multimedia to Malaysia provides an im-
portant advantage—we have no inherited systems or entrenched in-
terests determined to defend their current positions. We have the po-
litical will and the power to rapidly change any existing laws or policies
that impede the ability of companies to capitalise on the benefits af-
forded by the Information Age. We will not be diverted by excessive
politicking in Malaysia. In Malaysia, things that need to be done will be
done quickly, unobstructed by corruption.

Finally, we are highly committed to making the MSC a success and
we have a track record of meeting our commitments. We are a prag-
matic government which has consistently proven our critics wrong
even when we adopt unconventional policies and strategies. Malaysia's
history since independence has shown consistency and predictability so
that long-term investment will not be threatened by the twists and
tums of volatile local politics. The Malaysian government sees multi-
media as the strategic sector to achieve our Vision 2020, the attain-
ment of developed country status through productivity-led growth,
with the MSC at the leading edge of this key sector. Consequently, we
simply cannot and will not allow the MSC to fail.

We have been very busy over the last two years working with lead-
ing companies such as Nippon Telephone and Telegraph (NTT) toun-
derstand the future needs of world-class companies. McKinsey & Co
has interviewed hundreds of companies to understand their require-
ments and is working with us to learn lessons from the experience of
other countries.
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To ensure that the MSC will not fail, Malaysia is offering a ten-
point Multimedia Bill of G The go of Malaysia for-
mally commits the following to all companies receiving MSC status
from the Multimedia Development Corporation: (i) Malaysia will pro-
vide a world-class physical and information technology infrastructure;
(ii) Malaysia will allow unrestricted employment of foreign knowledge
workers; (iii) Malaysia will ensure freedom of ownership of companies;
(iv) Malaysia will allow the freedom to source capital globally for MSC
infrastructure and the right to borrow funds globally; (v) Malaysia will
provide competitive financial incentives, including no income tax or
an investment tax allowance, for up to ten years, and no duties on the
import of multimedia equipment; (vi) the MSC will become a regional
leader in intellectual property protection and cyberlaws; (vii) Malaysia
will ensure no censorship of the Internet; (viii) the MSC will offer glob-
ally competitive telecommunication tariffs and service guarantees; (ix)
Malaysia will tender key infrastructure contracts to leading companies
willing to use the MSC as their regional hub; and (x) Malaysia will en-
sure that the newly established MDC, a high-f d impl ion
agency, will act as an effective ‘one-stop shop’ to meet the needs of
companies.

These companies must be providers or heavy users of multimedia
or IT products and services and employ a substantial number of knowl-
edge workers. The MDC i registering interested companies and will be
taking formal applications for companies seeking MSC status in
March. In addition to seeking world-class companies, the MDC is also
secking world-class employees to help it build the MSC.

To the students, I invite you to submit your resumes to the MDC
and fill out the employment application on its website. There are op-
portunities at its ten worldwide offices and at its headquarters in Malay-
sia. To the companies, I welcome your participation and input. We need
your vision, creativity, entrepreneurship and skill to give life to the
MSC. To the international community, we offer you a perfect environ-
ment to try and find solutions to some tough questions whose answers
must cross borders: (i) how will value that is collaboratively created in
several countries but sold in another be taxed? (ii) how can intellectual
property rights of knowledge-based products and services be defined
and protected? (iii) how can responsibility for the accuracy and integ-
rity of information on the Internet be ensured? (iv) how can society be
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protected from new forms of fraud, counterfeiting, piracy and viral at-
tacks on the systems that run companies or even countries?

In Malaysia, we are looking at the possibility of creating a new Cy-
ber Court of Justice as an international centre to look into these issues.
We may sound very ambitious for a small country, but America itself
was a small country in the 19th century. At that time, England
launched the Industrial Revolution but America won it. Why? Because
the technology could be moved to an environment much more condu-
cive to realising its full potential. Malaysia has come late to industriali-
sation, and this has given us the will and skill to make sweeping changes
that others cannot because we have much less to lose.

The MSC provides all the critical components required to create
the perfect environment to achieve the promise of the Information
Age. Today, it is much easier to move technology and knowledge than
it was a century ago. This is why we believe we can build the global
bridge needed to move beyond the limits of the Industrial Age. While I
may be an optimist, I believe this path to prosperity will be chosen over
the alternative of hegemony and win-lose economic relagrionships. The
globalising and harmonising forces of the Information Age will prevent
a clash of civilisations or the Asian Century. It will create the World
Century, the true Commonwealth of the World.

We hope you will become our partners in this exciting endeavour
to build a bridge to the promise of the Information Age. The MSC can-
not succeed alone, or we will have an island instead of a bridge for the
global aspirations, capabilities and vision of many leading-edge compa-
nies who are prepared to collaborate in a new environment. We hope
you will join us in constructing an enduring bridge into the Information
Age and realise the promise of the upcoming World Century.







15
DIGITAL ENTERTAINMENT
IN THE NETWORKED
WORLD

['WOULD LIKE to thank Mayor Tom Levyn, the Beverly Hills Cham-
ber of Commerce and the Asia Society for inviting me to speak on digi-
tal entertainment in the 21st century. [ hesitate to do so knowing I am
in the entertainment capital of the world. Still in a borderless globalised
village 1 cannot help but think about this subject and I would like to
share my musings on this, and then listen and learn from you about
where [ am right or wrong.

After all, many of you provide the energy that fuels Hollywood's
global power, your limitless store of creativity. While I believe many of
the entertainment-related activities carried out here will change, I
think this will always be the ‘creativity capital’ of the entertainment
world. [ believe one of the secrets of your success has been that you
have been networked long before connectivity and networking became
such big buzzwords. It is now decades since the studios had everything
in-house: writers, actors, special-effects people, set designers, film
crews, editors, producers and directors. Now, most of these activities
are done by independent individuals and small, specialty companies
that come together and collaborate on a project and then go their sepa-
rate ways. Each can focus on what it does best and together the whole
can be greater than the sum of its parts.

This is truly pioneering work because you really showed the world
how in a creative business, it is better to have webs of specialists that
connect and collaborate. This business model was later used by high-

A speech delivered at a luncheon attended by the Beverly Hills entertain-
ment community in Beverly Hills, Los Angeles, on January 14, 1997
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technology companies like Microsoft, Intel, Netscape and Sun Micro-
systems to so successfully compete against the old industry leaders that
tried to do everything themselves with proprietary standards—just like
the old days of the major studios before actors, producers and directors
got smart and hired their own agents.

However, things have moved fast lately and the network needs to
be more widespread. Today, all content creation is heavily concen-
trated within a 30-mile radius around this hotel. This is necessary when
the network required physical relationships and people to work with.
Physical contact is now no longer necessary. We are already seeing
movies, games and music that are largely or completely computer-gen-
erated. And computers can link up and work together without having
tobe near each other. Through computers the dead may act once more,
making actual acting by actors quite unnecessary. On the other hand,
old actors may now hold new copyrights over their images which can
now act and speak independently. But through it all creativity not only
remains a need but will actually be a more valuable asset.

The creativity of making the story and characters come to life on
the computer screen will become especially valuable. Three dimen-
sional games may have software written by faceless programmers in nu-
merous countries who never meet each other because it is the idea be-
hind the game which really generates the value. And the idea, the
story, the creative thinking is here in plenty. You have the edge and [
believe you will continue to be the major player in the IT age of com-
puter-generated entertainment and its new offspring, edutanment.

Maintaining your global dominance will probably require you to
diversify some other elements of content creation to other cultural cen-
tres around the world. Today's entertainment is almost entirely Ameri-
can in its cultural content. The characters are American, their prob-
lems are American, their dialogue is American. Most of rest of the
world experiences this entertainment at a relatively superficial level.
They really don't understand a lot of the subtleties in the better stories.
Today, that may be enough because of glitz, special effects and high pro-
duction values. I think this is why action movies are the most popular
outside of America. But technology will soon make these advantages
disappear because digital entertainment based on action ala Bruce Lee
or Harrison Ford, special effects, etc can be developed anywhere, and
digital action heroes will become more and more realistic.
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As developing countries grow more affluent, they will want more
local content for their entertainment. The clever themes developed
may be universal: but Asians will increasingly prefer
that is localised in its | myths, ct music, allusi d
locations. We are already seeing this in music and television in Asia;
sooner or later the same trend will be visible in movies and computer
games. Why is this? Because people anywhere want to identify with
what they get entertained with and link it with their own material aspi-
rations. Later, as they become more secure through their success, they
will be lmkmg for deeper fulfilment. They know who they are and want
toimprove tt |ves by touchi hing deeper than iali
or escapism can reach. This is the realm of religion, culture and moral
values. They are searching for meaning, and this requires a cultural
context that goes well beyond America's pop culture.

To stay globally dominant in the 21st century, digital entertain-
ment leaders should be networked with multicultural content creation
centres. The best results will come from combining the unique types of
creativity found in such abundance in Hollywood and Beverly Hills
with the stories, symbols, myths and personalities of each of the major
world cultures. In Asia, the major cultures are Confucianism, Islam and
Hinduism. Each has a rich history that can be a deep source of new
ideas for content. The technology can allow new characters to be elec-
tronically created that embody these ideas and touch people deeply. In
digital entertainment, there are many more ways of bringing things to
life than simply putting words in the mouths of actors or having amaz-
ing special effects.

The one thing that will not change is the value of raw creativity—
in fact it will only become more precious as the technology creates more
and more channels for this creativity to express itself. There is more of
this creativity here than anywhere else, and for that reason I think your
future is incredibly bright.

In Malaysia, we are working hard to create the best environment to
fulfil the promise of the Digital Age. We call this the Multimedia Super
Corridor (MSC). 1 wish to invite you to collaborate with us because the
MSC could be the perfect place to experiment with creating the world’s
first multicultural content centre for digital entertainment. The MSC
will have the necessary infrastructure, laws and policies in what can be
described as the cultural heart of Asia. We are a truly multicultural
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country where the Confucian, Islamic and Hindu cultures correspond-
ing to the Chinese, Malay and Indian races thrive, remain separate yet
somehow interact with each other. There is no better place to connect
the amazing creativity of Hollywood with the conditions necessary to
localise digital entertainment relevant to much of Asia and the rest of
the world than Malaysia.

The Multimedia Super Corridor is truly a world first, the careful
creation of an area with the infrastructure, laws, policies and practices
that will enable companies to explore the Information Age without any
of the usual constraints that frustrate them. The MSC is a 15-by-50km
corridor that runs from the world’s tallest buildings in the Kuala Lum-
pur City Centre southward to what will be the region’s largest airport.

More than two years of careful study have gone into developing a
package with four key elements that will make the environment within
the MSC special:

First, the MSC will have the best physical infrastructure thar can
be offered in the world. This includes the intelligent Kuala Lumpur City
Centre buildings, a new airport, rapid rail links to Kuala Lumpur, a
smart dedicated highway, and two new intelligent garden cities. Kuala
Lumpur International Airport which will be ready before the Com-
monwealth Games in 1998 will initially have 80 gates with two parallel
runways. The airport will also become an integrated logistic hub with
the latest in IT to facilitate movements of people and goods. The first
intelligent garden city, Putrajaya, will be our new administrative capital
where most ministries will be relocating beginning with the Prime Min-
ister's office in 1998. Putrajaya is Malaysia's new electronic government
administrative centre. It will provide a balanced urban environment for
250,000 people served by state-of-the-art communications and trans-
portation systems. Next door will be Cyberjaya, a garden city designed
to provide the physical and psychological spaces needed for productive
<ontemplation and creativity in a relaxed atmosphere. It will be built
around the new Multimedia University, the first phase of which will be
opened in 1999. Cyberjaya will provide top-quality intelligent build-
ings, multimedia enterprise estates, residential housing, leisure and rec-
reational facilities and state-of-the-art supporting infrastructure. It will
support a working population of approximately 150,000 and a living
population of over 100,000.
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Second, the MSC will have the world’s soft infrastructure of sup-
porting laws, policies and practices. This includes a comprehensive
framework of societal and commerce-enabling cyberlaws on intellec-
tual property, digital signature, computer crime, distance leaming, tele-
medicine and electronic government. For example, our new Digital
Signature Act creates a regulatory framework for verification and certi-
fication by the authorities and severe penalties for cyber-fraud. We will
be aggressively enforcing our intellectual property and anti-piracy laws.
The set of cyberlaws will be enacted by Parliament over the next few
months. In addition, we are developing a Multimedia Convergence
Act that will merge and update our telecommunications, broadcasting
and information laws to reflect today’s rapid technological conver-
gence. We hope to enact this new law before the end of 1997. Finally,
we know how critical skilled knowledge workers are and have a series of
educational and training initiatives across the country. All schools will
be connected to the Internet by 2000 and the Multimedia University is
planned to operate in partmership with MSC companies to ensure its
graduates meet their skill requirements.

Third, the MSC will leapfrog available information infrastructures
with a 2.5-10-gigabit Open Multimedia Network that will use the latest
ATM switches to provide fibre to the building. This network will have a
5-gigabit international gateway with direct links to the United States,
Japan, Europe and other Asean countries. This will be operational by
1998. Value-added service providers will be able to compete freely on
this network with no restrictions on foreign ownership and cost-based
interconnect tariffs. Telekom Malaysia has committed to offer competi-
tive tariffs that are comparable or better than other global carriers and
will provide world-class network performance standards.

Fourth,a fully empowered one-stop shop called the Multimedia
Development Corporation (MDC) has been created to manage and
market the MSC. The mission of the MDC is to create the best envi-
ronment in the world for private-sector companies to pursue multime-
dia businesses. The MDC will be opening ten offices around the world
over the next two years so it can be close to the companies who will be
its clients. In addition, the MDC has been incorporated under the
Companies Act 1965 so it will have the required responsiveness and
not be constrained by bureaucratic practices. The MDC has a free
hand to hire the best people in the world, and a business plan to serve
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the needs of companies relocating to the MSC, both before and after
they decide to establish operations in Malaysia. The Deputy Prime
Minister and I will personally oversee the activities of the MDC and
will resolve issues brought to our attention.

In short, Malaysia and its government is taking a single-minded
approach to developing the country using the new tools offered by the
Digital Age. The MSC is a pilot project for harmonising our entire
country with the global forces shaping the Information Age. Phase I in-
volves making the MSC a success by leaming from our partners and
from the experience we gain; phase II will link up with other islands of
excellence within Malaysia; and phase Il involves making all of Malay-
sia a Multimedia Super Corridor that is connected to other smart re-
gions around the world. I expect Malaysia to be in the final phase by
2020 as we become a developed nation.

To meet the needs of leading multimedia and entertainment com-
panies, Malaysia is offering a ten-point Multimedia Bill of Guarantees.
The government of Malaysia formally commits the following to all
companies receiving MSC status from the MDC:

* Malaysia will provide a world-class physical and information
infrastructure;

* Malaysia will allow unrestricted hiring and entry of foreign
knowledge workers in the MSC with no employment restric-
tions;

* Malaysia will ensure freedom of ownership of IT companies lo-

cated in the MSC;

Malaysia will allow freedom of sourcing capital globally for

MSC infrastructure and freedom to borrow funds anywhere;

* Malaysia will provide competitive financial incentives, includ-
ing no income tax or an investment tax allowance for up to ten
years, and no duties on the import of multimedia equipment;

*  The MSC will become a regional leader in intellectual property

protection and cyberlaws;

Malaysia will ensure o censorship of the Internet;

The MSC will have globally competitive telecoms tariffs;

Malaysia will tender key MSC infrastructure contracts to lead-

ing companies willing to use the MSC as their regional hub;

and
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¢ Malaysia will provide a high-powered implementation agency
to act as an effective ‘one-stop shop’ to ensure the MSC meets

the needs of companies.
The MDC is registering i d companies and will be taking
formal applications for companies seeking ‘MSC status’ in March 1997.
This entitles the company to the fi ial i ives and the Multi

dia Bill of Guarantees described above if the new operations of the
company are located in a designated city such as Cyberjaya.

Thope you will consider becoming our partners in this exciting en-
deavour to build the world’s best environment for multimedia and digi-
tal entertainment. Hollywood is the undisputed movie capital of the
world. Working together, it may be possible to expand this into other
realms such as games or interactive entertainment. Although technol-
ogy and information will move more and more freely over the coming
decades, the scarce resource will always be creativity. Since you have
this in abundance, I hope we can connect and use some of it to define
the frontier of multicultural content creation in the Digital Age.







16
CREATING AN
APEC COMMUNITY

LET ME BEGIN by saying a few words about APEC so that we have a
clear understanding of what it is and what it is not. There are some key
points about APEC which must be borne in mind. APEC is: (i) avolun-
tary process which depends on unilateral contrib of members; (i)
it operates on the basis of consensus and with minimum institutional
infrastructure; (i) it believes that liberalisation works most effectively
when supported and facilitated by economic and technological coop-
eration; (iv) it is the product of a unique style, where consultation and
moral suasion count for more than legal contracts and litigation; (v) it
is founded on open and complementary interaction within itself and
with the rest of the world; and (vi) it is an association of countries with
great disparities in sizes and stages of development.

Over the past decades, the economies of the Asia-Pacific, espe-
cially East Asia although different in terms of stages of development,
have registered growth rates higher than that of other regions. There
are many reasons for this but all believe in economic development as of
prime importance for giving meaning to their national identity and in-
dependence.

APEC members have, on the average, been growing at 7.6 per cent
per annum; well above the world average. This average, of course,
means that some are growing much faster. But since we did not have
the same starting point, the growth in absolute terms cannot really be
gauged from the figure I have mentioned. Economic performance can

A speech delivered at the Manila Dialogue in Manila, the Philippines, on No-
vember 23, 1996
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only be compared on a basis of purchasing power parity for this reflects
more accurately the true wealth of a nation and its people. This fact
must always be borne in mind.

Trade within the region has expanded dramatically by about 87 per
cent in the last five years. The region produces 44 per cent of the
world's exports. Growth in investment has also been significant. The
dynamic growth of investment has been influenced by several factors
such as the globalisation strategy of multinationals as well as the unilat-
eral deregulation and reforms to facilitate capital flows by APEC coun-
tries.

Underlying these developments is the significant move towards
liberalisation and market opening measures adopted by a majority of
the member economies. Although varying in speed and intensity, there
has been a broad move towards unilateral liberalisation across econo-
mies, which began sooner in the developing APEC economies, as well
as in Australia and New Zealand, than in the rest of the world. Unilat-
eral liberalisation has occurred up to and following the completion of
the Uruguay Round of Multilateral Talks and other subregional trading
arrangements in the Asia-Pacific region. In fact, dynamic interaction
and synergy have been characteristics of liberalisation on the unilateral,
regional and multilateral fronts. However, it would not be realistic to
expect a standard rate of liberalisation by all member countries, regard-
less of the stages of their development.

In recent years, APEC's work programmes have focused more on
liberalisation and facilitation of trade and investment. The Seattle, Bo-
gor and Osaka Declarations of 1993, 1994 and 1995 respectively have
all been crafted with the single purpose of liberalisation and facilitation
in mind. I have no problems with trade liberalisation per se. Indeed, in
Malaysia, we are committed to liberalisation and deregulation, and are
moving in this direction at a pace that is commensurate with our level
of development. Also, we have always been a very open market, giving
access to goods from all countries, including those which discriminate
against us. My concern, however, is with the manner and pace at which
the market liberalisation measures are being pursued in the APEC
process.

APEC, as I have pointed out, comprises economies at different lev-
els of economic development and income scale. It has some of the
world's most developed members on one side and the very early devel-
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oping members on the other, with very wide income gaps between
them, not to mention the size of the economy due to population size.
Under such circ 1ces, it would be listic and grossly unfair to
coerce, especially the less advanced member economies to undertake
liberalisation measures at a pace and manner beyond their capacity.
While we recognise the pursuit of liberalisation will be good for us all, it
should nevertheless be approached carefully so as not to cause disloca-
tion or disruption to industries which are at different stages of develop-
ment. An approach premised on progressive liberalisation and flexibil-
ity will help assure the sustained growth of these economies, thereby
enabling them to positively contribute towards the liberalisation proc-
ess. Furthermore, programmes and projects to enhance the level of de-
velopment and redress economic disparities of the less advanced
economies in the region are also crucial. APEC must never result in
poor member countries becoming more and more dependent on richer
members. Indeed, APEC must, through joint efforts, enrich the poor
countries and enable them to contribute towards the wealth of the
grouping.

With this in mind, ] am concerned that development cooperation
which constitutes a very important pillar of cooperation in APEC has
not been given the attention that it deserves. It has always taken a back
seat to market liberalisation and facilitation of direct wholly-owned
FDL. This is unhealthy and must be corrected. For one thing, liberalisa-
tion alone will not succeed if it is not accompanied by development co-
operation, as the two are interdependent and mutually reinforcing. In
order for the developing economies to be able to undertake liberalisa-
tion on a continuous basis, it is important for the developed partners to
assist the less advanced members to enhance their economic capability
and capacity; in other words, to enable them to enrich themselves
through their own independent efforts.

The 'APEC community’ that is envisioned will only come about if
members could display willingness and readiness to enhance develop-
ment cooperation. The diversity of the APEC region indicates the need
for care and ingenuity to achieve sut ial devel cooperati
Opening up the market of the rich to the poor is meaningless, if the
poor has nothing tosell. But, on the other hand, opening up the market
of the poor to the rich, small though the market may be, is economically
more meaningful. Foreign direct investment (FDI) which can help en-
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rich a developing country should therefore precede market opening
and the giving of national status to fereign companies. Only when the
poorer economies have developed into exporters of goods and services
and beneficiated raw materials can they be considered ready to liberal-
ise their markets.

As with liberalisation where we have individual and collective ac-
tion plans, in development cooperation too, we need to have a detailed
blueprint outlining concrete action plans. In this blueprint, we would
need tospell out action plans for development cooperation encompass-
ing small and medium enterprises, science and technology, financial
flows and infrastructure, telecommunications and human resources
development. If these action plans for development cooperation could
be effected in the same manner and with the same zeal as the action
plans for market and investment liberalisation, we could create in the
not-too-distant future an *APEC community” that is not only prosper-
ous but where the distribution of wealth is more equitable.

The role of the business sector in sustaining the region’s economic
dynamism is long recognised. The APEC leaders, at their meeting in
Osaka last November had established the APEC Business Advisory
Council (ABAC) as a permanent and integral part of the APEC proc-
ess. Its role is to advise leaders and to provide inputs into the APEC
process.

It is understandable that business executives from APEC econo-
mies are becoming impatient with the slow rate of progress in liberalisa-
tion, harmonisation and cooperation, and want political leaders to
share their sense of urgency.

Still, business leaders must understand that political leaders must
do what is best for their respective economies as a whole. While busi-
ness and economics are vitally important, social and political realities
must always be bome in mind by political leaders. Given the different
levels of economic and political developments in APEC member
economies, it is not inconceivable that the pace of liberalisation and
deregulation within each APEC member country, particularly in the
developing members, will depend on these realities. Political leaders do
understand, however, that domestic policies need to be reviewed to fa-
cilitate cross-border trade and investment.
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As with g¢ the business sector too has an i

p role
to assume in redressing the economic disparities prevailing amongst the
APEC members. It too has an important role to play in the creation of
an “APEC community” mentioned earlier. Members need to remem-
ber that they have not only to discharge their corporate responsibility,
but also to consider their own long-term interest and well-being. And
their own long-term interest calls for their contribution towards the
stability and growth of their host countries.

Under the aegis of development cooperation, the business sector
in APEC can enter into strategic alliances amongst themselves to de-
velop the region’s vast potentials. For example, the least developed
amongst the developing economies of APEC can be targeted and the
resources of the public and private sectors mobilised for infrastructural
development and manpower utilisation. The objective is to speed up
economic development for the least developed member countries of
APEC.

While this may be a new approach for APEC, it is not an alien
thing altogether in other regional groupings. In the Asia-Europe Meet-
ing (ASEM), for example, the governments of the European Union
and Asian countries have entered into a parmership to develop the
Mekong Basin area in terms of infrastructure and industries. The mere
investment by countries and business in the infrastructure will speed up
the development of this basin and its peoples.

APEC provides the opportunity for APEC governments to work
together with each other as well as with the private sector to provide
the regional public goods needed to support private sector enterprise
and vigour. Some of these public goods include: (i) joint initiatives to
enhance the efficiency and compatibility of transport and communica-
tions infrastructure; (i) the mutual recognition of a wide range of prod-
uct standards, regulations and administrative procedures, including
streamlining customs regulations and business travel requirements; (iii)
working towards the facilitation and standardisation as well as the re-
duction of border restrictions on goods and services compatible with
the stage of development of the respective economy; and (iv) coopera-
tion in energy infr small and medium enterprises and tech-
nology transfer.

APEC has been fortunate in being able to draw on the experience
of Asean. Asean has undergone a process of learning from each other’s
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mistakes as well as successful strategies. Asean's experience provides
confidence that APEC itself can continue to evolve rapidly without
claborate or legalisti The experience of Asean shows that
any successful cooperation in the Asia-Pacific region needs to be based
on the guiding principles of openness, equality and evolution. Any at-
tempt to use current economic strength or political influence, or even
the power of a majority to ride roughshod over genuine, justified reser-
vations, would spell doom for any serious effort to build a cohesive
Asia-Pacific open economic community.

Business leaders from the developed APEC economies must un-
derstand these reservations, and should not lobby their governments to
use their clout to remove actual or perceived barriers to the business
operations of their firms in other countries, especially in developing
APEC economies. APEC is not an ideological grouping of nations. Its |
main concern is the economic well-being of its members. If there are so- I
cial and political spinoffs from the APEC process, these should be re-
garded as bonuses. I have no doubr that there will be. The greatest chal-
lenge facing APEC business leaders and some governments too is to
have enough patience to nurture the region’s immense potential for co-
operation and development.

In conclusion, I would like to reiterate that the building of an Asia-
Pacific open community cannot be the responsibility of bureaucrats
and governments only. The business sector also has an important role
to play, a role that is no less crucial than the meetings of heads of gov-
ernment. [ am confident that by working together we can all benefit
from this Pacific dynamism. Asia and Latin America must, through the
APEC process, be brought up to the level of Europe and North Amer-
ica, not just in terms of democratisation but also in terms of wealth and
stature. And businessmen by their transnational activities can help do
this. ‘
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MULTIMEDIA SUPER
! CORRIDOR:

\ REALISING A VISION

| ['WOULD LIKE to welcome you all to Multimedia Asia—both those
whoare physically present here in Kuala Lumpur but also those who are
with us through the magic of the Internet. I am delighted to have this
opportunity to use this new medium for a live broadcast which will later
be available on the MSC homepage for reference.

| Qur goal for this conference is to launch the Multimedia Super
i Corridor (MSC) and explain to the world all that we are doing to make
\

it a reality. I hope you will all leave here with a full understanding of
what we truly believe is a world-first—the careful creation of a region
with an environment especially crafted to meet the needs of leading
edge companies seeking to reap the rewards of the Information Age in
ia.
No other country is even considering anything similar. I see the
It MSC as a global facilitator of the Information Age, a carefully con-
| structed mechanism to enable mutual enrichment of companies and
| countries using leading technologies and the borderless world. Other
“‘ plans may sound similar because they all use 1T, ‘Cyber’, or ‘Multime-
‘ | dia’ to market one development or another. But we are not adding new
‘ facilities to existing ones; we are building and installing the latest on a
| huge 15-by-50km greenfield site. We are not just upgrading.
We are talking here about something much more far-reaching. We
are talking about changing the way we live and work within the MSC.

L A speech delivered at the Opening of the Multimedia 1996 on the Multime-
5 dia Corridor in Kuala Lumpur, Malaysia, on August 1, 1996
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This special area will be a global ‘testbed’ for the new roles of govern-
ment, new cyberlaws and collat ions between govern-
ment and cc ies, cc ies and companies, new broadcasting
and new types of entertainment, education, delivery of healthcare, and
applications of new technologies. We are taking a single-minded ap-
proach to developing the country using the new tools offered by the In-
formation Age. The MSC will be the R&D centre for the information
based industries, to develop new codes of ethics in a shrunken world
when everyone is a neighbour to everyone else, where we have to live
with each other without unnecessary tension and conflicts.

Malaysia had industrialised so rapidly that where once commodi-
ties made up 100 per cent of our exports, today manufactured goods
constitute 78 per cent of our exports valued at US$75 billion. Yet we are
not a developed country. To become a developed country according to
our Vision 2020 we cannot continue with conventional manufacturing
industries. We have to move into the Information Industry. We need to
tap the talents of the whole world in order to do this. As in the past
those who respond to our invitation to invest in Malaysia will reap a
rich return.

As usual in Malaysia we move very fast. In the Information Age
and instant communication, there would be people working at any
time in 24 hours who will want to be serviced. Malaysia takes this fact
seriously. Not only do we work 24 hours a day to construct and manu-
facture, but we expect to provide information service 24 hours a day
through our MSC. Consequently we have already readied a blueprint
for the massive 750-square-kilometre site. We have almost completed
the Kuala Lumpur International Airport and the Kuala Lumpur City
Centre at both ends of the corridor, started work on the new wired
high-technology intelligent administrative capital to be served by dedi-
cated road and rail linkages. To protect intellectual property rights, new
cyberlaws are being formulated and a Bill of G is being worked

out to ensure hassle-free operations by foreign and local companies op-
erating out of the MSC.

The MSC is both a physical area and a new paradigm for creating
value in the Information Age. Physically, the MSC will be a 15 x SOKM
square area spreading south of Kuala Lumpur. It begins with the Kuala
Lumpur City Centre in the North and runs to Kuala Lumpur Interna-
tional Airport at Sepang in the South. It is bounded by the North-
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South Highway in the East and the new Coastal Link Highway in the
West. The MSC includes two other megaprojects in its centre—Putra-
jaya, the new administrative capital, and an IT City, a development of
smartbuildings with the latest information infrastructure that is being
tailored to meet both the living and business needs of the knowledge
worker. Most of these projects are underway and each is exciting in its
own l'igh(:

KLCC is the Northern gateway to the MSC and is graced by the
tallest towers in the world. They already dominate our skyline at 450
metres each and constitute a city within a city.

KLIA will be ready before the Commonwealth Games in 1998 and
will have initially 80 gates with two parallel runways. It will be an airport
in the forest to ensure it is an appropriate international gateway to the
environmentally beautiful MSC. KLIA will also become an integrated
logistic hub with the latest in IT to facilitate movements of people and
goods.

Putrajaya is Malaysia's new electronic government administrative
centre and will also be developed as an ‘intelligent’ garden city. It will
provide a balanced urban environment for 250,000 people served by
state-of-the-art communications and transportation systems.

IT City will be located in West Putrajaya and provide top quality
business facilities, residential housing, leisure and recreational facilities,
and state-of-the-art supporting infrastructure. It will support a working
population of approximately 150,000 and a living population of over
100,000. In between these megaprojects, there will be ample land to be
developed especially for the multimedia industry and other companies
using leading edge information infrastructure to provide products and
services to their clients. The entire area will be served by a 2.5-10 giga-
bits, 100-per-cent digital fibre-optic network that will directly link the
MSC with Asean, Japan, United States and Europe. There will also be
high speed road and rail links. Its location between the airport and
Kuala Lumpur puts the MSC in the most convenient location for in-
dustrial IT innovators and knowledge workers.

That describes the physical aspect of the MSC, but we are talking
about creating something much greater. The best way to fully describe
the MSC is to provide a vision of what it will hopefully become by the
year 2020.
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As we approach the 21st century, fantastic changes are taking
place which make what was impossible in the old economy of the In-
dustrial Age suddenly possible in the Information Age. Borders are dis-
appearing due to ease of global communications, capital flows, the
movements of goods and people and location of operational headquar-
ters. Where countries once competed with one nation’s trade surplus
resulting in another’s trade deficit, in the future both countries can
benefit because networks of companies collaborate across borders to
deliver value to customers in the most economically sensible way.

In short, the Information Age has created conditions for the first
time in history that will enable countries and companies to mutually
enrich one another—it is no longer a zero-sum game with winners and
losers. 1 believe neighbours prosper more when they help each other
than when they are selfish or envious. Sometimes neighbours need new
ideas and tools to help them move beyond petty conflicts of the past.
These may be frightening at first—because they require fundamental
attitudinal changes—but once accepted, people will forget their petty
jealousies simply because they are racially or nationally different. If we
can imagine how our grandparents felt about the freedom of move-
ment when automobiles were first introduced, we can appreciate the
sense of freedom which the Intemet, for example, has made passible in
the Information Age. Many of us, however, are still afraid to go for a test
drive.

I hope the MSC will change this in Malaysia. The MSC is the first
place in the world to bring together all of the elements needed to create
the kind of environment to engender this mutual enrichment. I see the
MSC in 2020 as a multicultural ‘web’ of mutually dependent interna-
tional and Malaysian companies collaborating to deliver new products
and services to customers across an economically vibrant Asia and the
world. I fully expect that this ‘web’ will extend beyond Malaysia's bor-
ders and out across Malaysia’s multicultural links to our neighbours.
Component manufacturing can then be done in China, on machines
programmed from Japan, with software written in India, and financing
coming from the Labuan IOFC. The product may be assembled in
Penang and shipped to global customers direct from our new airport at
Sepang.

Malaysian companies are already working with world-class inter-
national companies and technology transfer is taking place because
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each company will really be adding value to the product. Moreover,
companies and neighbouring countries are benefiting as well because
parts of the product are produced in other locations. The consumer
benefits most of all because they get a good quality product at the best
possible price. In short, all parties touched by this ‘web’ will benefit and
are enriched through their contribution toiit.

By 2020, I see the MSC having hundreds of large and small compa-
nies working collaboratively with one another and with partners across
Asia. Some of these companies will certainly be today's leaders. Many
others will be the smaller companies that are members of each of these
companies ‘web’. Hopefully, a few of tomorrow’s leaders will be from
Malaysia with new products and services in the MSC. I hope the MSC
will be far more than a business development by 2020. I see a global
community living at the leading edge of the information society. Their
smarthomes will be connected to a network through which they can
shop, receive information, be entertained, interact with one another,
and educate themselves. Of course when they grow tired of all these
newfangled things they can enjoy the pristine environment which we
have preserved in Malaysia.

By 2000, 1 expect to see seven specific applications being devel-
oped in the MSC by ‘webs’ of international and Malaysian companies:

First, Malaysia will be a pioneer in electronic government. This will
be a multimedia-networked paperless administration linking Putrajaya
to government centres around the country to facilitate inter-govern-
mental collaboration and citizen access to government services.

Second, Malaysia will be a regional centre for telemedicine. With
our Chinese, Ayurvedic, and Western medical knowledge, we are a
natural hub. Rural clinics can be connected to medical experts from
Malaysia and to the great clinics worldwide using new tele-instruments
for remote diagnosis. The doctor no longer has to be in the same room
as the patient. Key information can be gathered using new instruments
such as ‘electronic stethoscopes' operated by nurses or technicians.
This can be viewed and compared with other patients by the world's
best doctors and of course data on millions of patients already in the
world's computers.
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Third, I hope the MSC will become a collaborative cluster of uni-
versities and corporate R&D centres, usx.ng dnsmnce lcammg to pro-
duce world-class grad and next-

Fourth, I hope the MSC will be a remote manufacturing coordma
tion and engineering support hub that electronically enables compa-
nies in high cost countries to access plants across Malaysia and Asia asa
virtual extension of their domestic operations.

Fifth, the MSC should become a multimedia customer service hub
leveraging Malaysia’s unique multicultural links to provide electronic
publishing, content localisation, telemarketing and remote customer
care to a market of 2.5 billion people. For example, a Japanese com-
pany's catalogue can be translated into Chinese or Tamil or Hindi by a
company that takes orders through a system that automatically local-
ises the sizes and the currencies.

Sixth, the MSC will be an environmentally beautiful and highly
convenient financial haven with direct multimedia links to the Labuan
International Offshore Financial Centre and the world’s financial cen-
tres. This will enable ‘reverse investment’ outward from Malaysia and
will benefit our netghbours.

Finally, Malaysia will have the world’s first national multipurpose
smartcard. One card will have the individual’s ID and electronic signa-
ture and access to government, banking, credit, telephone, transport
and club services. Of course, security will be critical but the technology
enables all of these services to be on one secure platform. Imagine the
convenience as we are freed from having to carry a huge pack of plastic
cards and selecting one every time we need to use a card.

The MSC is the leading edge of a new national strategy for Malay-
sia to achieve the goals described in Vision 2020. I fully expect to see a
few world-class Malaysian companies emerge from the MSC. It will ac-
celerate the development of a strong services sector to balance our al-
ready strong manufacturing sector while helping to improve the na-
tion's productivity and standard of living. Equally important, the MSC
will provide a platform to bring us together and celebrate ours culture
while educating us in new and different ways. It will open us to a world
of multicultural knowledge and relationships which will enrich our
partners, neighbours and ourselves.
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What I have just described has probably never been attempted
anywhere else in the world. You may be thinking, “Why Malaysia?"

First, Malaysia's physical location at the centre of Asean and its
multicultural links with the biggest Asian markets is unique. We have
language skills and cultural knowledge that can be very helpful. Most
people speak English as well as one or more languages such as different
Chinese or Indian dialects, or Malay. With the new airport and com-
munications infrastructure being built, Malaysia will be a highly effi-
cient and effective hub for the region.

Second, Malaysia still has a cost advantage as compared to other
NIEsin thc region. Thu'd the dia to Mal pro-
vides an imp 1t ad have no inheri systr_ms oren-
trenched interests detenmned to defend their current positions. We
have the political will and the power to rapidly change any existing laws
or policies that impede the ability of companies to capitalise on the
benefits afforded by the Information Age. We will not be bogged down
by excessive politicking in Malaysia.

Finally, we are highly committed to making the MSC a success and
we have a track record of meeting our commitments. We are a prag-
matic government which has consistently proven our critics wrong
even when we adopt unconventional policies and strategies. Malaysia’s
history since independence has shown consistency and predictability so
that long-term investment will not be threatened by the twists and
tumns of volatile local politics. The Malaysian government sees multi-
media as the strategic sector to achieve Vision 2020, i.e. the attainment
of developed country status through productivity-led growth, and the
MSC is at the leading edge of this key sector. We are actively talking to
companies to understand their needs, and creating advisory panels to
ensure we in government fully understand all that is required to provide
the perfect regulatory, administrative, and social environment within
the MSC.

We have been very busy over the last several months to understand
your needs and respond to them by making the required changes in the
MSC. We conducted a comprehensive study last year and a follow-up
study this year and identified several key factors for success. These are
access to sufficiently skilled human resources and flexibility in hiring;
access to world-class telecoms and information infrastructure; liberal-
ised financial environment with no local content/ownership/partner-
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ship requirements; quality of life as good as home countries with every
convenience and ease of doing business.

To address these, we are undertaking several major initiatives.
First, the Prime Minister's Office will be setting an example for the rest
of the country. It will be paperless by 1998 when the office moves to Pu-
trajaya. Ministries will need to interact with the Prime Minister's De-
partment electronically which I hope will encourage them to make
themselves paperless.

Second, all schools within the MSC will be connected to the In-
ternet by 1998 and the rest of the country will follow. The Ministry of
Education is leading several initiatives to increase the role of multime-
dia in education. We plan to dramatically increase the number of engi-
neers graduating every year. Teachers will need to change their role in
the electronic classroom from being information providers to counsel-
lors in order to help students select information sources, to make judge-
ments about what they are downloading. In short, high technology re-
quires high touch because the key to success in the Information Age
will be making the right judgements between an awesome array of
choices. We are examining our education system to create a curriculum
where people leam how to leam so they can continue their education
throughout the rest of their lives. The measure of our success in 2020
will be the number and quality of our people who can add value to in-
formation. To that end, we will be creating a Multimedia University
and technology schools within the MSC.

‘Third, while these long-term solutions are important, we also need
to close the gap immediately if the MSC is to succeed. This will require
us to undertake an experiment and allow MSC companies the unre-
stricted import of knowledge workers for the next ten years. In addi-
tion, there will be no employment restrictions on MSC companies and
there will be no restrictions on foreign ownership within the MSC.

These commitments, along with several c(hers, will be part of a
Multimedia Bill of G for MSC cc

¢ Multimedia or IT is the priority sector for achieving Vision
2020 and the MSC will be home to Malaysia's leading edge
multimedia development.
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o The MSC will have the best envi in Asia by ing
MSC specific laws, policies and practices.

I o The MSC will have a world-class physical and information in-

frastructure.

| e MSC companies will have access to a workforce of sufficient

| size and skills.

| o The MSC will become a regional centre of excellence in multi-

| media education, research and leading-edge applications.

o There will be no employment or ownership restrictions for
MSC companies.

| o The MSC will become a leader in multimedia regulations; ‘cy-
ber-laws' for using IT to deliver value in new ways (e.g. tele-
medicine, distance learning, electronic signature) and intellec-
tual property protection will be legislated.

o The MSC will offer the best, tailored incentives and financial
or venture capital environment.

o Key MSC infrastructure contracts will be tendered to compa-
nmwtllmgtousetheMSCasdlelrregwnalhu

o The MDC will be empowered to act as a ‘one-stop shop' to en-
sure that the MSC meets the needs of companies.

o The incentives that will be made available to MSC companies
are still being detailed but will include corporate tax exemption
for 5-10 years depending on proposed applications to be per- &
formed within the MSC for companies committing to the MSC
within the next year.

o Infrastructure contracts will also be awarded on a preferential
basis to MSC companies.

» Opportunity to sit on an advisory panel to provide direct input
to the Prime Minister or the Deputy Prime Minister on the en-
vironment provided within the MSC.

| We have invited multimedia experts and CEOs from foreign coun-

| tries to sit on the distinguished International Advisory Panel (IAP).
The IAP will be chaired by me and provide advice on a continuing basis
about the quality of the overall MSC environment. I look to the mem-
bers of this panel as partners in ensuring the success of the MSC.

I In addition, the cabinet has set up the MDC with the mission to

i ensure MSC companies have the world's best environment for har-
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nessing multimedia services. It has a mandate to be the ‘one-stop shop'
to manage and market the MSC. The MDC will have governmental
powers but will be run like a private corporation that serves MSC com-
panies as its clients.

The Multimedia Development Corporation will be taking applica-
tions for companies seeking MSC designation. This entitles the.com-
pany to the incentives and Multimedia Bill of Guarantees described
above. You can electronically file the application through the MSC
homepage.

We hope you will become our partners in this exciting endeavour.
The MSC cannot succeed alone. Its power comes from hamessing the
energy, capabilities and vision of many leading-edge companies who
are prepared to collaborate in a new environment. By bringing these
pioneering companies together with Malaysian and Asian companies,

we believe we can spin a web that will mutually enrich all those partici-
pating or coming into contact with it. At the same time, it will serve asa
better interlink for the global village and give the world a place where
the full potential of the Information Age can be explored without any
artificial limits.
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MULTIMEDIA SUPER
CORRIDOR:
AN OPPORTUNITY FOR
JAPANESE INDUSTRY

AS WE APPROACH the dawn of the 21st century, the world is expe-
riencing changes it has never experienced before, especially in the eco-
nomic and technological spheres. In the old economy, national borders
defined the location of raw materials, energy sources, transportation in-
frastructures and markets. In the new economy, distance and borders
are slowly disappearing. Because of new telecommunication technol-
ogy, what is becoming more important are the footprints of satellites,
areas reached by radio signals and the electronic media, unlimited in-
formation and news. Old tastes, social norms, values and even political
inclinations are being transformed by the access to information. These
linkages in the international economy has opened up and has resulted
in truly transnational cooperation making the European Community
(EC), North America Free Trade Agreement (Nafta) and Asia-Pacific
Economic Cooperation (APEC) more real than ever before. Manufac-
tured products are no longer just made in a single country. It may be de-
signed in Japan, with components supplied from Taiwan, assembled in
Malaysia and finally packaged in Thailand for the world market.

The Asia-Pacific region is very much a part of this new economic
scenario. As the world economy looks for more profitable locations to
manufacture and produce, the old unskilled labour-intensive and re-
source-intensive sweatshops of the Asia-Pacific region are transform-
ing into skilled and capital-intensive industrial economies. The newly-
industrialised countries of the Asia-Pacific region are consistently regis-

A speech delivered at a gathering of Japanese Business Leaders on the Multi-
media Super Corridor in Tokyo, Japan, on May 15, 1996
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tering positive growth rates. The 1995 World Competitiveness Report re-
cords that the GDP of the Asia-Pacific region (excluding China) is al-
ready 80 per cent that of Nafta and has surpassed the European Com-
munity by 20 per cent. The World Development Report estimates that the
size of the economy of the Asia side of the Pacific region will overtake
that of the United States. Because of their strategic position and rela-
tively younger industrial economies, the so-called Asian tigers will be
enjoying a much stronger economic growth of between 7 and 10 per
cent annually as compared to those of other countries in the Pacific re-
gion.

Malaysia is a leading member of the Asean countries in terms of
economic growth. Guided by Malaysia’s Vision 2020, all sectors of in-
dustry in Malaysia are undergoing rapid growth. The manufacturing in-
dustry grew at 15 per cent in 1995, while the services industry grew at 9
per cent. Now Malaysia has launched a new strategy and programme to
switch to high-technology, capital-intensive industries with special fo-
cus on information and telecommunication-based industries, which in-
clude a very ambitious plan for what we call a Multimedia Super Corri-
dor (MSC).

The MSC is located in an area south of the capital of Malaysia,
Kuala Lumpur. It encompasses two megaprojects that are already under
construction and one mega project under implementation, namely the
Kuala Lumpur City Centre Complex, Putrajaya, new administrative
capital of Malaysia and the new Kuala Lumpur International Airport.
The Kuala Lumpur City Centre is graced by the tallest towers in the
world, which at 450 meters each, stand taller than the Sears Tower in
the United States. It is being designed as a self-contained integrated
multiple towered city-within-a-city. It will have the latest in telecom-
munications infrastructure and will be built as an intelligent building
complex surrounded by beautifully landscaped parklands. The new
Kuala Lumpur Intemational Airport will be a very green airport in the
forest because it will be lavishly dotted with trees, flowering plants and
shrubs. It will be in operation before the Commonwealth Games in
1998. For a start there will be 80 gates and 2 parallel runways. Putrajaya
is Malaysia's new electronic government administrative centre and will
be developed as a garden city with ‘intelligent’ features. It will provide a
balanced urban environment for 250,000 people served by state-of-
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the-art cc ications and ion systems. These three mega
projects will form the nucleus for the MSC.

In between these three centres there will be ample land to be de-
veloped specially for the multimedia industry, both hardware and soft-
ware as well as locations for headquarters for design and direction of
multinational industries utilising the communication network which
will be put in place. Already well-known telegraph and telephone com-
panies are planning to locate their headquarters for the international
operations in the MSC.

The MSC will be built fresh from the ground. Your input into the
design stage and therefore your participation are welcomed. It will
house knowledge-intensive and inft ion-intensive industries, the
kind of industries that will propel the Asia-Pacific region into the Infor-
mation Age. Future high-growth multimedia industries such as remote
manufacturing and operations processing, semiconductor develop-
ment, distance learning, telemedicine, integrated computing and com-
munications solutions can be located in the MSC and can act asa mul-
ticultural production and coordinating centre.

By leveraging on the current three mega projects that are being im-
plemented, the MSC will have access to one of the world’s most mod-
em airports with every likelihood of becoming an important Southeast
Asia hub. The MSC will be in close contact with the most modemn pa-
perless government, thereby facilitating financial and investment ac-
tivities. The MSC will be close to homes of the knowledge workers, cre-
ating very comfortable working conditions. With all this advanced in-
frastructure and the help of information technology and multimedia,
the MSC can enhance your organisation’s productivity and reach to
the fastest growing economies of East Asia and indeed the world.

Malaysia has many other strengths that will place the MSC as a
leading multimedia catalyst centre.

Malaysia still has a cost advantage as compared to other NIEs in
the region. Malaysia has a growing pool of skilled engineers who can co-
operate with foreign investors in developing local and regional multi-
media content. Malaysia has cultural links with all the major NIEs in
the Asia-Pacific region. The population of Malaysia also speaks Malay,
Indonesian, different dialects of Chinese such as Mandarin and Can-
tonese and different dialects of the Indo-Pak continent. Most speak
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English fluently while workers have a working knowledge of the lan-
guage. So Malaysia can service both East and West from the MSC. As
an example, the MSC can serve as a multimedia hub that will be able to
sell multimedia products designed and produced in the Asia-Pacific re-
gion on the Western hemisphere. This is possible by using the multicul-
tural resources in the MSC to translate the various languages of the
Asia-Pacific region into English.

The Malaysian legal and gover | system is based on those of
the United Kingdom. Additionally, Malaysia has the political will to
change any existing laws that may impede the speed and accessibility of
the new Information Age. The advent of multimedia brings with it de-
mands for rethinking and revision in the traditional laws governing
communication. The need for using electronic signatures, the admissi-
bility of electronic documents in court, intellectual property laws will
have to be changed to accommodate the new multimedia environ-
ment. The stability of the Malaysian political scene will ensure that le-
gal and other changes will not be bogged down by excessive politicking.
Malaysia's history since independence has shown consistency and pre-
dictability so that long-term investments and gestations will not be
threatened by the twist and tums of volatile local politics.

Our commitment to the development of information technology
and multimedia in the country is proven with the creation of the Na-
tional Information Technology Council (NITC) in 1994. This council
comprises representatives from both the public and private sectors. It
formulates strategies for the utilisation and development of IT; includ-
ing the MSC. One of the NITC’s recommendations is the setting up of
the Multimedia Development Corporation (MDC) which will be re-
sponsible for the operation of the MSC once it is established. The
MDC has been approved by the Malaysian Cabinet with an initial
budget of RM30 million and incorporated under the Companies Act
1965 and will thus be free from the constraints of bureaucratic red tape.
The MDC's role is to serve clients located in the MSC and to provide
effective solutions for them. We are looking into the possibility of the
MDC having offices throughout the world to market the MSC and to
provide a single point of contact for industries interested in investing
and relocating within the MSC.

Besides the MSC, the NITC is already forming an international
advisory panel to provide expert advice and help guide Malaysia to
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ready itself with all the necessary infrastructure. This panel will consist
of international players in the field of entertainment, news, multime-
dia, information technology, and other critical areas. This panel of in-
temational experts is being invited to Malaysia to participate in the first
Multimedia Asia Exhibition to be held in Kuala Lumpur on August 1,
1996. Multimedia Asia '96 will be, with apologies to our neighbours,
Asia's premier multimedia exposition and conference. The focus of this
major event will be to showcase the MSC to the entire world. You are
all most welcome to participate in this exposition.

As part of the programme to attract foreign investors to relocate
within the MSC, the Malaysian government is looking into preparing a
packet of incentives aimed specifically at the MSC. This packet of in-
centives will include tax exemptions for five to ten years and other in-
centives. On top of this normal set of incentives, because of the nature
of multimedia, the government is looking into a set of guarantees to en-
sure that foreign investors will be able to maximise their investment in
the MSC. This ‘bill’ of guarantees can include a provision to ensure the
availability of world-class physical and information infrastructure so
that all the required capabilities and supporting services will be avail-
able to investors. The government is looking into providing access to
sufficient human resources with the required skills by expanding edu-
cational and training prc to teach multimedia and IT skills.
Unrestricted access can be provided to foreign expertise and knowl-
edge workers located in the MSC by expediting immigration proce-
dures and removing stumbling blocks. Employment restrictions in the
MSC can be relaxed to enable investors to hire and fire without regard
to ethnicity, race and religion. The Malaysian government will enforce
laws that will protect intellectual property in order to encourage crea-
tivity and more investment. All these incentives are geared towards
making the MSC physically, enviror lly and culturally the most
attractive place to work as far as multimedia is concerned.

The MSC is a one-time opportunity for Japanese industry to get
ahead of world competition. The window of opportunity for this project’
is closing up very rapidly. As we speak, other organisations in the
United States and Europe are already planning their multimedia parks
and intelligent cities. Malaysia can spearhead this effort in the Asia-Pa-
cific region and offer to Japanese industry a chance to extend its enter-
prises while enhancing profitability and productivity. I therefore would
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like to invite all of you to look into this opportunity to expand your or-
ganisation’s access to the entire world through the MSC in Malaysia.




19
EVOLUTION
OF A GLOBAL
INFORMATION SOCIETY

EVOLUTION in our society is by no means influenced by natural
processes alone. It is also the result of human reaction to his environ-
ment and attempts to influence it. Thus, defence needs through the
ages had resulted in the fashioning of weapons which later found
peaceful usage. Of course, the opposite was also true. The process is far
from over. Much of today’s technology had their origins in the search
for more effective weapons of war. But war and defence is not always
the reason. Thus, the quest for food and clothing resulted in trade in-
itially through barter, then the exchange of precious metal tokens, and
now paperless trading.

Where before human communities can be totally isolated and in-
dependent, we now see not just interdependent societies but a border-
less global society emerging. The science fiction writers and futurists are
often right about the shape of things to come. But the reality may take
quite a different form from what they had in mind or predicted. Thus,
the microchip and its influence on human society and the way we com-
municate was never really prophesied or thought of. For that reason we
were not quite prepared for the information explosion and the advent
of the information-rich society.

This conference will hopefully contribute something towards our
understanding of the new Information Age and indicate the direction

A speech delivered at the Teleport 1996 Conference in Tokyo, Japan, on May
13,1996

141




MAHATHIR MOHAMAD

and possible usage of mass information and the management of the
flood of information which threatens to drown us sometimes.

The development in the telecommunications and information in-
dustries has given a new definition to what constitutes a rich or a poor
nation. Today, the defining character of a rich or poor nation is based
on its economic wealth and the state of its industrialisation. In the fu-
ture, the determining character of a rich or poor nation may be the ac-
cessibility to information resources and the use they are put to.
Through information countries may benefit from the wealth and eco-
nomic activities of others or produce goods and services from material
and facilities that they may not have locally.

The globalisation of trade and industry will accelerate with the
progress of information technology. Corporations are now more able to
look beyond their national borders to take advantage of cheaper re-
sources, skills and knowledge for research, production and marketing.
Cyber business companies or virtual offices are beginning to sprout.
Conventional policy instruments for the management and regulation
of trade and industry are becoming increasingly ineffective. The gov-
emments have to look into new regulatory instruments to deal with
these new forms of business entities, indeed to deal with the spread of
information itself.

In the political sphere, national borders are becoming quite irrele-
vant in the Information Age. As mass information is disseminated
through the fast emerging global communication networks, it will be-
come more difficult for governments to control transborder social, eco-
nomic and political interaction. It will be equally difficult to control the
access to information within the country's own borders. As citizens
avail themselves freely of information, the role of governments and
governance will have to be redefined. Since knowledge is power, the
availability of knowledge to everyone must disperse power and power
centres. These new centres of power will undermine the traditional
authority of governments and even international regulatory bodies.

With the rise in networked societies and organisations, sharing, in
the true sense of the word, will be enhanced. Regardless of social status,
economic diversity and distance, people of all walks of life will be able to
share knowledge and experiences with unprecedented facility. Multi-
media networks will enable this exchange to take place using virtual re-
ality in order to be more authentic. The leaming process will thus be
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more effective as virtual experience can be actually repeated until the
lessons are truly leamned.

QOur world today has grown very small due to the web of intercon-
nected information networks such as the Internet. With more than 35
million users and still increasing, with worldwide and new networks be-
ing added to the existing 35,000 networks, the aggregate number and
wealth of information going back and forth is truly mind-boggling and
unimaginable. The numerous means of acquiring information has ig-
nited a revolution which has profoundly affected us, much more than
what the steam engine did to the Industrial Revolution of the 19th cen-
tury. In the same way that the Industrial Revolution transformed the
socioeconomic fabric of the past, the Information Revolution will radi-
cally change our socxal and economlc landscapes. The effect defies

ion, ct kind's capacity to envision and shape the
future. In the not-too-distant future, | believe informatisation rather
than industrialisation may be a better reflection of the development of
anation.

The development and speed of the modem information network
has facilitated the growth of the global economy. Intraregional and in-
terregional trades have flourished with vast movements of goods, capi-
tal, people and technology. Supported by the transportation, banking
and financial services, all utilising telecommunications and new com-
mercial data, the movement of goods and services will soar to greater
heights. Accessibility to new markets has already fostered the founding
of new international corporations even in the developing countries.
With the capability to send complete and detailed information, manu-
facturing need no longer be restricted to the countries possessing the
technology and the resources. And so manufacturing will now be truly
global, with design being done in one country, engineering in another,
sourung of parts from all over the wcrld and production in the most

itive countries. Technical i ion can be culled from litera-
ture worldwide through the numerous libraries in the networks.

Even in the field of social and cultural activities, the information
revolution can bring about greater international understanding. People
can learn about other cultures and values which can hopefully elimi-
nate the tendency to become insular, regarding other people as abnor-
mal. This can give a new di ion to our lives, reducing narrow na-

tionalism and creating more globally oriented citizens.
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The new information era brings not only opportunities but also
many challenges to the global community. Recent developments ne-
cessitate changes in family, social, economic, political and governmen-
tal structures. Easier communication tends to create and facilitate new
values—most notably freedom of expression, reciprocity in the inter-
change of views and universality of access. The power of the media to
highlight only what it chooses while blacking out counter arguments or
opinions will be diminished as everyone can reply through the net with-
out editorial vetting.

These freedoms are at the core of the liberal-democratic political
system and the free-market system which most nations now subscribe
to. With the universality of access comes the need for universal public
policies, particularly to prevent the abuse of the free access to informa-
tion. No country by itself will be able to prevent these abuses. It must be
remembered that access for everyone means also access for terrorists
and criminals for whom information can mean greater sophistication
and sophistry in their unwelcome activities.

Of course, on the plus side, the availability of infrastructures for
electronically transferring and accessing information is critical for the
realisation of greater economic, social and cultural objectives. For the
developing and less-developed countries, the availability of the infor-
mation infrastructure is the only way to leapfrog the development proc-
ess and to run after the rest. Adequate access to telecommunications
facilities will boost industrialisation, reduce the rate of unemployment
and contain the exodus from the rural to the urban environment, from
the poor countries to the rich. Thus, the previously underemployed |
programmers in developing countries can now work for and eam good
incomes by doing work for industries in many countries without leaving
their shores in search of employment.

I strongly believe that the developing and less-developed nations
must regard it as vital to join the global effort in the formation of the in-
formation society as it will open windows for quantum leaps in technol-
ogy development. The availability of global infrastructure for commu-
nications will help in the realisation of economic, social and cultural
progress as well as reducing the lead of the advanced nations. At this
point, the developing and under-developed countries should reassess
their paradigm and be bold enough to participate actively in the forma-
tion of an information-rich society. The path to a radical change, to a
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paradigm shift, is not without difficulties. There will be many con-
straints: financial, trained manpower, access to d tech

to name a few. A helping hand ﬁ'cm the rich nations will be crucial. If
we subscribe to the view that helping others to prosper will eventually
benefit ourselves, then the rich should not be reluctant to help the
poorer nations join the information society.

While there may be many benefits, social imbalances may actually
be accentuated by information technology, widening the gap between
the haves and the have-nots. Already the huge telecommunication
companies of the developed nations are grabbing huge segments of the
telecommunication networks worldwide. The poor countries may lose
their chance of getting a piece of the action even in their own countries.
In the process they may lose control of their economy as well.

There is and will continue to be an increase in unhealthy trends
such as more widespread and difficult to detect dissemination of por-
nography, white-collar crimes and loss of privacy and security of infor-
mation.

However, for the global community the benefits of the new tech-
nology promises to outweigh these misapplications. The release of man
from the more routine and mundane thinking tasks, thus enabling him
to devote his thoughts, time and energy to more value-added knowl-
edge work through information technology is in itself sufficient com-
pensation. Man's intellectual contribution to society’s development
can thus be enhanced.

Information technology will of course enable the sharing of infor-
mation and knowledge much more widely. As far as these are con-
cerned a more equitable level will emerge. It can produce a high level of
synergy between global communities to address national and global
problems and issues which will, hopefully, help create a more peaceful
and a higher quality of life for the world's population.

The information technology paradox is that, while current trends
may be widening the gap between the haves and the have-nots, it can,
if properly guided, bring them closer together. Information technology-
based social services such as telemedicine, distance learning and the
provision of services over the network can be used to bring the less
privileged and more remote cc ities into the mai of social
and economic development.
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Information technology has the capacity to maximise the global
potential. Consumers of the world can benefit from the lower cost of re-
search and production by facilitating the sourcing of knowledge, mate-
rials and goods from the best and cheapest sources. The economies of
less-developed nations should gain from this. However, such sharing
will only be passible if there are no artificial barriers erected either by
governments or the private sector to obstruct the free flow of informa-
tion o to link them with extraneous political and economic issues.

This immense potential of a networked global society should be
used in the creation of a one-world society which places a premium on
the quality of life for all. This can only happen if the Information Age
and the concept of sharing are based on common values and the princi-
ples of equality, fair play and justice. At this moment, the enormous
capital required to put in place the infrastructure can only result in a
few giants monopolising the commercial benefits at the expense of the
capital- and technology-poor economies. This is being aggravated by
the demand through the WTO for opening up markets. While the de-
veloping and less-developed countries must be prepared to help realise
the vision, they must be helped to develop their human and financial
resources together with their management and technological skills.
Without some kind of a head start or affirmative action the potentials
of the manpower in these countries to contribute to the Global Infor-
mation Infrastructure will be wasted.

For our part, Malaysia is committed to the evolution of a global in-
formation society. As a developing nation, we realise that we need to
change our existing paradigm if we want to be part of the ongoing proc-
ess of change. Notwithstanding the constraints, we are prepared to lay
the foundation of an information-rich society. Accordingly, we have
formed a National Information Technology Council (NITC) to gmdc
the government and the nation in prc ing towards a
role in the global information society that is fast advancing. A joint-
venture project between the government and the private sector, NITC
will coordinate and synergise the functions of the two parties. Its pri-
mary task is to evaluate the govemment's and the private sector's needs
and efforts in the development of information technology and other re-
lated industries. It will also recommend regulatory public policy that is
conducive to the convergence of the telecommunications and broad-
casting industries. To this end, we have embarked on an ambitious pro-
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gramme of a sophisticated infc ion technology infr ture build-
up between Kuala Lumpur and the new Kuala Lumpur International
Airport called the Multimedia Super Corridor (MSC). Putrajaya, the
proposed new administrative capital of Malaysia, will be built in be-
tween. Based on the latest advanced information technology hardware
and software, the MSC will in fact become a teleport which will enable
real-time retrieval and dissemination of information. It will be the
nerve centre to steer and lead the nation to meet the challenges of an
information-rich society. It is hoped that the MSC will spearhead a
structured approach to embrace the latest technologies in accessing in-
formation, linking Malaysia to the global information base and exper-
tise, thus providing invaluable assistance for both the public and pri-
vate sectors to execute strategic decisions as well as dptimising produc-
tivity and efficiency on a worldwide scale. Computer, broadcasting and
communications, as well as multimedia industries will merge along this
corridor. Indeed, the MSC will be a significant boost to foreign and local
investors from these industries, taking advantage of the advanced tech-
nologies to develop multimedia and related products and value-added
services, thereby accelerating the pace of Malaysia's progress to become
an information-rich society. With the MSC firmly in place, both for-
eign and local investors can also utilise Malaysia as a springboard to ex-
pand their horizons into emerging markets in the Asia-Pacific region.
Needless to say, we are aware that a concerted effort is needed to imple-
ment the MSC successfully. A Multimedia Development Corporation
(MDC) will facilitate direct investments in the project.

To predict the future is not easy. But in this case, | have no doubt of
the eventuality of the information society. The achievement of this vi-
sion will require concerted effort on the part of everyone. But it will
more than pay off as the reward will be enormous for all. We require a
common stand and global cooperation to realise the shared vision. I am
happy to note that the members of the G7 have initiated a bold and far-
sighted move to provide the necessary support for the developing and
less-developed nations to have equal access to information and ulti-
mately achieve the formation of a truly global information society.
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BUILDING A LESS
FRACTIOUS AND MORE
COOPERATIVELY
PROSPEROUS REGION

WHEN I ADDRESSED the st Pacific Dialogue in Penang on No-
vember 13, 1994, I spoke of some of the achievements and aspirations
of Malaysia, and the continued contribution that we sought from our
friends abroad to realise our dream of becoming a fully developed na-
tion. I also called for a common endeavour tofoster a single global com-
monwealth founded on the principle of cooperative prosperity. Every-
one should work together to make everyone prosper. Let us throw out
beggar-thy-neighbour policies and adopt, instead, prosper-thy-neigh-
bour policies.

I also urged the full pamapatmn of Americaand Europe, indeed of
all the world, in the ph 1al de that is ping across
East Asia. We want all of the world to come to East Asia, so that they
might prosper. So that we will prosper.

Finally, I called for much more mutual understanding, mutual ap-
preciation and mutual regard between our civilisations, cultures and
peoples. We have much to learn from each other. We must take the best
that each has to offer the other. Instead of a barren clash of civilisations,
we should enjoy and celebrate and create a bounteous feast of civilisa-
dons.

Today, I propose to dwell on just one general theme: how we can
together build a less fractious and more cooperatively prosperous re-
gion. That I should choose such a theme might seem somewhat odd

A speech delivered at the 2nd Pacific Dialogue in Kuala Lumpur, Malaysia, on
January 8, 1996
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and misplaced to some of us. Indeed, not for a hundred years has the
Pacific known so much peace, and never in its entire history has it en-
joyed this much prosperity.

We spent much of this century as well as the last at war and in strife.
If not between us, then within our own borders. Some of us were colo-
nies for centuries. Incidentally, we were not seen to b fit for democracy
then. Authoritarianism and totalitarianism were imposed on many of
us by very civilised democracies. Very much in the way perhaps as that
great thinker, Thomas Jefferson (1743-1826), who could work so dili-
gently on “the rights of man” in his study—and then proceed to the
front lawn to have tea and crumpets served by servants who had no
such rights, to gaze in contentment and perhaps admiration at the re-
markable industriousness of the slaves in the field.

Some of the more advanced economies of the world were situated
in our region, but the large majority of us were poor, terribly, wretchedly
and desperately poor.

Today, the guns are for the most part silent. No shots are being fired
across borders. All states are essentially at peace. Limited armed con-
flict afflicts only four of our countries.

The improvement in our material welfare has been even more dra-
matic. In 1990, the East Asian states had only 180 million absolute poor
compared to 400 million two decades earlier; this despite an increase in
population of 425 million during the period. Many of us tripled and
quadrupled our real incomes in the last thirty years, a feat unprece-
dented and unmatched by any other region in the world. Or by any
other experience in history. Several more amongst us, who recently
embarked on the road to productive economic reform, are poised to
take wing.

East Asia as a whole grew annually at an average rate of 7.5 per
cent this decade; North America, by comparison, grew by 2.7 per cent,
equal to the global average. The three largest economies in the world in
purchasing power parity terms—the United States, Japan and China—
are in the Pacific. We in the Pacific produce more than half the world
output of goods and services.

There are some who think that the dynamism of East Asia will be
shortlived. Many, however, predict that East Asia will continue to grow
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ata rapid pace even if growth slackens as its economies begin to mature
| one after another. [ am one of these many optimists.
| Many more millions will be rescued from poverty, and a whole bil-
| lion will have their economic livelihood dramatically improved. Over
the next twenty-five years, unless something remarkably wrong hap-
| pens, very probably seven of the top ten economies will be located in
| this region.
| We are apparently doing well. Why then do I think that we should
dwell on the need to foster a less contentious and more cooperatively
| prosperous environment in the region? The reason of course, is that
what is good can be improved and all is not quite well in the Pacific.
Peace with security, true peace, I believe, must be our ultimate ob-
jective in the region. It must be a secure peace which reposes in the hu-
| man person, reigns in every home and community, and washes on
‘ every Pacific shore. It is such a vision of peace and security, comprehen-
| sive and inclusive, enduring and resilient, that must be our guide.
‘ To foster this peace will not be easy for quite a few of us. It isa peace
“ that will have to be built by many hands, and some will be stronger and
more capable than others. It must be cultivated in many different po-
‘ litical, social, economic and cultural environments, some of them quite
‘ daunting. And as is often the case, the burden will lie most heavily on
those least able to bear t. <
I To shore up our resilience, we will need to continue our fight
| against poverty. We must create jobs, raise incomes arid distribute our
‘ wealth more equitably. We must tend to political grievances and rem-
edy social ills. Stability will need to rest on something more durable and

less intimidating than the point of a gun.
We in the Pacific have the distinction of being the world's largest
| producer and consumer of narcotics. In 1993, we contributed half the
global output. Everywhere the problem is getting worse, not better. We
must prevent drugs—and disease—from gnawing at the vitals of our
societies. We must also rid our city streets of excessive crime, and ren-

der our neighbourhoods safe.

As ] said earlier, the responsibility for tending to these matters rests
largely with the respective governments and peoples themselves. It is
' preposterous for anyone to believe that the afflicted do not want or are
| less committed to finding the remedies than the well-wishers. But ina
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rapidly globalising and interdependent world there is much that we can
and indeed must do to help each other as well.

There is a tendency amongst the richer countries of the region and
industrial countries elsewhere to view the growth of the East Asian
economies with some nervousness and disquiet. There is apprehension
regarding the loss of competitive edge and the erosion of economic pri-
macy. A shift in the balance of power is dreaded.

Such a situation provides rich breeding ground for old fears that
draw sustenance from racial and cultural prejudice and past conflicts. It
is tempting then to think of various devices to contain or complicate
the growth of these economies. We seek out all the ways in which they
are ostensibly competing unfairly against us. We demand the speedy
dismantling of all protective measures. We ignore the fact thart al-
though open and free trade would be in the best interests of all, in the
immediate term, fragile and emergent economies may need to protect
some of their key industries because their capacity to compete even on
alevel playing field is weak. We exert pressures and impose sanctions of
various kinds when they are unable to oblige.

If we were asked, what are the primary external security issues con-
fronting the region at present, we would without hesitation point to the
Korean peninsula, the Straits issue, and the South China Sea as
amongst the most prominent. Few peaple [ think, would disagree with
this. But if we reflect upon the major issues that are creating tension in
the Pacific, we cannot but point also to the disputes over trade and
market access, and pressures exerted in the name of human rights and
the environment and through social clauses. On two occasions in the
last twelve months the world watched with bated breath as trade wars
involving some of the world's most powerful economies seemed immi-
nent and unavoidable.

It must surely be tellingly clear to all of us that this manner of han-
dling economic and security relations in the region benefits none and
hurts all concerned. The best assurance for sustainable security in the
developing East Asian countries and in the larger Pacific region is the
healthy growth of their economies.

Itisnosecret for instance that Malaysia's success in overcoming in-
surgency and preserving harmony is to a large measure due to its rapid
and sustained development and the more equitable distribution of its
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wealth. Poverty breeds discontent and unrest, and unstable states im-
pact negatively upon our welfare in many ways.
Itis in our interest therefore top the ic found

of security in the region. But the benefits also go beyond this. If the
emancipation of the greatest number of humanity is truly our objective,
we should want every country and especially the poorer ones, to pros-
per. If democracy and human rights are really our concerns, we would
promote development in every society, for democracy and human
rights flourish best when the economic circumstances are most condu-
Cive.

The most persuasively powerful reason for prospering our regional
partners, however, is our own economic interest. We are witnessing the
greatest transformation in history in East Asia now. Far from being a
threat and challenge, the developing and reforming Pacific economies
in fact offer unparalleled opportunities for business and investment.
Some of the world's biggest and fastest growing markets for the prod-
ucts of the industrial countries are in East Asia.

As millions of Asians attain greater purchasing power, their de-
mand for consumer goods and services will multiply. Under these cir-
cumstances, the economies best placed to reap the greatest benefit are
in fact those of the developed world. They have the resources and the
technology. It would be a grievous mistake indeed if we failed to appre-
ciate this and chose instead to ignore Asia. Or worse, if we opted to, we
can take the path of confrontation and containment.

Economics transform many things. Systemic changes in the way
we secure our own good and produce our goods and services have over
time led to changes in the way we organise our societies, manage our
politics and order relations between communities and states. In this re-
gard, where once we were less dependent upon external trade and mar-
kets, our economies are now increasingly and irrevocably intertwined.
Here in the Pacific 70 per cent of our total trade is with each other.
Trade amongst East Asian economies has grown very rapidly and stood
at 49 per cent of our global trade in 1995 compared to 37 per cent just
five years ago.

This situation requires a new approach to security. It has to be one
in which there are no foes, only partners in search of mutual peace and
shared prosperity. When we arm ourselves, it should only be for legiti-
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mate defence and law enforcement and even then to the minimum re-
quired for effective deterrence.

In this regard, I think we in the Pacific must address the issue of
arms control more seriously. We spent no less than US$470 billion on
arms in 1993. This is close to the entire GDP of all the seven Asean
countries in purchasing power parity terms. We have the world's biggest
military powers and largest military spenders in our midst. Without
prejudice to their legitimate national, regional or global security inter-
ests, surely more can be done to reduce the weapons in their possession.
And much more can be done to limit the invention, development and
perfection of ever more sophisticated weapons of destruction.

By the same token, we should recognise that there are states in the
region whose military capabilities are relatively low and quite inade-
quate to satisfy their legitimate security needs. We cannot deny these
states the right to enhance their capabilities. But the hard selling of
more and more sophisticated arms to one party will only lead to the
others wanting to be similarly equipped. They are then blamed for in-
dulging in an arms race, while the activities of the arms-dealing nations
are regarded as blameless.

I feel I must dwell, if only briefly and however uncomfortably, on
the subject of nuclear weapons. Three of the five declared nuclear pow-
ers are in the Pacific. A fourth tests here. There could also be nuclear
ambitions on the part of some regional states. This region more than
any other therefore needs to implement the provisions of the Non-Pro-
liferation of Nuclear Weapons Treaty more vigorously. And this region
must observe the test ban and go on to outlaw nuclear arms altogether.
Present technology should enable us to monitor effectively. We have
banned chemical weapons, the manufacture of which is much more
difficult to detect.

But we are now indeed making some tangible progress. Two of our
subregions—the South Pacific and Southeast Asia—are now under
nuclear weapons-free zone regimes, however modest these regimes
may be.

Let me conclude by underlining just a few of the principles which 1
think are absolutely indispensable if we seek to strengthen the founda-
tions of mutual peace and prosperity in the Pacific.
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First amongst these principles, in my view, would be the highest
welfare of the human society and its members. When all is said and
done, this is the most profound concem of state, society and religion.

Second is mutual respect; the respect that is due for each other’s
values, cultures, aspirations and abilities. They are no less meaningful
and important merely because they are not our own. I would also men-
tion equality; the equality of nations large and small, powerful and
weak. It is amazing how quickly we discard this most basic of demo-
cratic principles when we tum from domestic societies and operate in
the society of nations.

A commitment to peace and peaceful means must surely also un-
derpin our efforts to build security and to manage our differences.

Given our interdependence, cooperation and mutual help will also
rank as one of the important principles. Unilateralism has become a less
productive option, even for the more powerful.

Lastly is the principle of integrity; the integrity to abide by the very
values, norms and principles which we profess and declare and-expect
others to live by.

Let us be true to Ives and the best traditions of our society. I

pray that we will not fail in responding to the immense promise of the
future.







e

21
ASEAN: SHAPING
A REGIONAL ORDER

IT WAS IN Thailand that Asean was formed in 1967. The century of
Asean's birth is now drawing to a close. It is very symbolic therefore that
as we start charting Asean's course in the 21st century, we meet again
in this delightful city of Bangkok, where it all began, 28 years ago.

I am delighted that all Southeast Asian countries are represented
in this gathering. This was exactly the vision that the founding fathers
of Asean had when they signed the Bangkok Declaration (also known
as the Asean Declaration) of 1967. Malaysia wish also to welcome the
leaders of Cambodia, Laos and Myanmar in our midst to take steps to
become full members of Asean as soon as possible.

In the 21st century, the Asean countries hopefully numbering ten
by then, should rightfully claim and play its role in the management of
Asia-Pacific regional affairs. We have every reason to do so.

As of now, the combined total of the Asean population is in excess
of 411 million. The Asean share of global trade is in excess of RM498
billion, comparing very favourably with the respective shares of China,
Japan and Korea. The GDP of Asean member countries exceed
US$448 billion, again reflecting a very credible figure compared to the
other major Asian nations.

We do have the necessary clout as a group and if we remain
strongly united, we should be a credible force which others would need
toreckon with.

A paper delivered at the 5th Meeting of the Asean Heads of Govemment in

Bangkok, Thailand, on December 14, 1995
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In the name of open regionalism, others outside the region are at-
tempting to dictate the pace and direction of Asia-Pacific affairs—be it
in the Asean Regional Forum (ARF), or in the APEC process, or even
in the meeting which Asians are planning to hold with the Europeans.
Asean must not permit this.

The Asia-Pacific is Asean's immediate outer environment. We
must therefore insist on our appropriate share in the management of its
affairs.

First and foremost, Asean must take a common stand to prevent
outside powers from dividing the Asian countries of the Pacific.

We on the Asian side of the Pacific are permanent neighbours.
Surely the neighbours themselves should have more right than others
to determine how they wish to relate to each other in economic, secu-
rity and political matters, for now and for the future.

We should therefore be on guard against becoming a pawn in the
global politics ostensibly in the interest of regional security.

We should not be listening to outside advice about our security
needs. In any case, I believe it is counter productive to discuss regional
security based on a conscious or subconscious attitude of wanting to
contain or restrain potential enemies. It would lead us into believing in
the need for counter-threats to meet the perceived threats. That would
be the surest way of tuming the enemies we dream up into real ones.

I am very confident that the Asian countries of the Pacific, know-
ing the permanency of their neighbourly existence, will find accommo-
dation with each other if external factors do not come into play.

The ARF should genuinely be a forum which enables the Asian
countries of the Pacific to establish confidence and cooperation be-
tween themselves in political and security matters. Other interested
parties can contribute constructively to the process but they must not
be allowed to use it to further their own schemes at the expense of the
Asian participants.

Asean created the Asean Regional Forum. Asean must stay the
course to ensure that the ARF process is not steered into directions
which Asean does not wish to pursue.

Similarly, in economic relations and on issues of international
trade, Asean should not allow others from outside the region to set the
pace for cooperation in the context of APEC. This is not just for rea-
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sons of sovereign right. We even have the economic rationale. For ex-
ample, a recent International Monetary Fund report concludes that
the developing countries of Asia will remain the most important engine
of growth through 1996. And, recent figures produced by the Organi-
sation of Economic Cooperation and Development (OECD) show As-
ean countries significantly increasing their share of OECD's imports of
goods.
It is an established fact that some of the most dynamic economies
in the world today are those in the Asean region. To sustain this dyna-
mism, Asean countries would need to create continuing opportunities
for trade and investment. Where else can we best do this than in our
own Asean region? That is why we should not deviate from our com-
mitment to put AFTA in place by the agreed target dates.

The Sultan of Brunei, at the Foreign Ministers Meeting in July this
year, even suggested that the target date be brought forward to the year
2000.

That is also why Asean countries should not miss the opportunity
to be in the lead to upgrade economic relations with the three other
countries in Southeast Asia. ification of trade and i re-
lations with these immediate neighbours of ours cannot but bring mu-
tual benefit to all in our subregion.

The political and economic potentials which Asean would have, as
an enlarged grouping, to determine Asean's own destiny, and to influ-
ence the pace and direction of Asia-Pacific affairs, is really quite enor-
mous. That is why the Asean-10 should become a reality quickly, not
slowly.

I do believe that, with sufficient determination and convergence of
views, we can exert influence to protect and promote our own interests.
The decisions taken at the recent APEC Leaders Meeting in Osaka was
a good example where Asian countries of the Pacific spoke unitedly,
and succeeded in establishing the desired pace for trade and invest-
ment liberalisation in our own region.

That is the kind of function, in fact the only kind of function, en-
visaged for the EAEC. I still believe that, with a little bit of persistence
on the part of Asean, the EAEC can yet be formalised as a caucus
within APEC and as a forum for discussion of common East Asian
problems.




alla) E
o=

g MAHATHIR MOHAMAD =

=

Thope the leaders on both sides of the Pacific will be able to main-
tain the same unity of purpose as they did in Osaka when we meet the
European Union (EU) leaders here in Bangkok in March 1996. If we
speak with one voice, we should be able to utilise the occasion to usher
in a truly new era of equitable relationships between the European and w’
the Asian participants.

There is much to be gained from the development of constructive UL
relationships with the European group. At the first Asia-Europe Meet-
ing (ASEM), we should not let that opportunity pass. At the same time,
we should also not let them miss the point that constructive relation- ﬂ

ships develop through consultation and consensus, not through any di- |
rection or prescription on their part.

We have heard enough from the Europeans about democracy and |
human rights. We have been threatened with trade sanctions unless we
abide by the social clauses to be established according to their stand-
ards. They have lectured to us about how to manage our environment
and conserve our forests. I think the time has come for us to put across, |
candidly and honestly, our own viewpoints on these matters. | ‘

We should say in no uncertain terms that international peace, se- ]
curity and prosperity cannot be established without justice and equity. ‘

There cannot be genuine peace if might alone is used to establish
what is considered right, with double standards dominating the order of
the day. We have repeatedly witnessed examples of its application, for
instance in Bosnia-Herzegovina.

Another case in point is the continuation of weapons testing by
certain nuclear powers. How can the world ever be rid of nuclear weap-
ons if some cannot even agree to stop testing or perfecting these weap-
ons? Asean should put its collective weight to campaign for the total
and complete elimination of all nuclear and other weapons of mass de- |
struction. As a start, we should quickly agree to establish the nuclear )
weapons-free zone in Southeast Asia in accordance with the proposed |
treaty. |

Asean on its own might not be able to do much to change the |
world. But with other like-minded nations and groups of nations, we
can make a difference and achieve a lot.

For the Asia-Pacific environment, however,] feel Asean has, not
only the duty but also the right and the necessary clout to shape a re-
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gional order which we can truly call our own. It may require us to draw
upon all of Asean’s ingenuity to do it. But do it we must.

I might have spoken with some passion about these issues. If I did
50, it is because of my own and my country’s commitment to the Asean
cause, and if | may repeat, my belief in the potentials of Asean.
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| THE DIGITAL ECONOMY
! AND THE BORDERLESS
WORLD

MALAYSIA HAS BEEN very fortunate to experience rapid growth in
recent years. Our continued economic and social progress has contrib-
uted to the overall stability and prosperity of the country.
Now that we are at the threshold of the 7th Malaysia Plan, the time
‘ is opportune to review our strategies. Their relevance and effectiveness
I in achieving national objectives and targets must be assessed. This is
| particularly critical in the light of rapid technological changes, both na-
tionally and internationally.
Sustaining growth in the increasingly competitive world economic
“ order will be our major challenge. This is because 85 per cent of the
world's wealth is still shared amongst the richest 20 per cent. Among
other things, this is due to the fact that capital and technological re-
| sources are still under the control of industrialised countries.
| Economic competition and political restructuring are now being
| reinforced by the combined effects of a new factor: the digital economy
and the borderless world. Information technology or IT, integrating the
power of comp and telecc ication, is providing easy access to
information: to anyone, at any time, in any place and in any form. Un-
‘ fettered information flow across boundaries, in real time without regard
for distances while providing new opportunities, can also be a threat to
the well-being of countries politically, economically and socially.

A speech delivered at the Official Opening of the Infotech '95 Conference in
Kuala Lumpur, Malaysia, on November 1, 1995
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However IT is more than just a new technology. It involves a fun-
damental shift in the way we think and function. The demand for IT
products and systems stems from the need to increase efficency and
productivity in a competitive world. We have learnt that first by auto-
mating, and then lately by transforming work processes, we can gain a
quantum jump in productivity. Socially, people have discovered the
utility of instant global communication. A fundamental psychological
need is being fulfilled and at the same time the floodgates to enhanced
intellectual interchange have been opened.

The knowledge society is therefore not merely a new manisfesta-
tion of technological inventiveness. It marks the rise of information
and knowledge as new parameters in economic advancement and so-
cial progress. The essence of the knowledge society lies in its contents.
The key human skills are cognitive, mental and intellectual. Thus hu-
man resources become the ultimate resource for any nation.

The application of IT in all critical areas has been promoted in this
country for many years. As a corollary, the electronics industry has be-
come one of the major manufacturing activities, contributing about 25
percent toour GDP Use of IT in both the public and private sectors has
been encouraged, resulting in per capita expenditure on IT becoming
one of the highest amongst developing countries. In the mid-80s we
also d lated the telec ications industry by privatising the
Telecoms Department. We have now gone one step further by intro-
ducing competition in the telecommunications business. More impor-
tantly education and training in IT has been vastly expanded through
encouraging local institutions to venture into new areas and by stimu-
lating the growth of private educational institutions. Additional hu-
man resources possessing new skills have been produced, even though
we still do not have enough.

In the past we facilitated the development and application of IT
through the bottom-up approach. This is a necessary phase to enable
people to experiment and experience, to lear and to gain expertise.
Lately we have decided that the bottom-up approach has to be comple-
mented by the top-down policy planning and management scheme as
well. The formation of the National IT Council is geared towards the
establishment of national policy imperatives which will propel us into
the Information Age. We need to know the priorities in order to opti-
mise the use of resources available. Key industries, their main players
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and the related success factors have to be understood. Critical applica-

tions in economic and social devell have tobe identified and im-
plemented. Top-down policy planning and heref
serves tosteer the national IT p towards achieving our devel-

opment objectives more efficiently.

Already we have embarked on an ambitious programme to estab-
lish a Multimedia Super Corridor (MSC) in Malaysia. This corridor
stretches all the way from Kuala Lumpur to the new KL International
Airport in Sepang, encompassing an area of about 15 kilometers wide
and 40 kilometers long. This corridor will not only house the new KLIA
with the most advanced Total Airport Management System (TAMS),
but also the new government centre of Putrajaya, which is being
planned to be an Intelligent City.

The objective of the MSC is to showcase the development and ap-
plication of multimedia in industry and business as well as for life and
work in general. Software, hardware and systems companies in the
computer, telecommunication and broadcasting industries will be at-
tracted to locate their operations in the MSC. Businesses integrating
both the print and electronic media, including publishing, information
services, broadcasting and movie industries will be prioritised. World
class companies in these business areas will be invited and local compa-
nies encouraged to become their business partners.

In order to attract these companies the best infrastructure will be
provided. A network of highways criss-crossing the MSC is already be-
ing impl d. To compl the highways, there will be a Light
Rail Transit (LRT) as well as an Express Rail Link (ERL). These links
will provide rapid and efficient transport between the major centres
such as the airport, Putrajaya and the ports, and of course, to the rest of
the country. The electronic superhighway will also be in place. Broad-
band telecommunications is already being implemented through fibre-
optic transmission, synchronous digital hierarchy (SDH) and satellite
links.

Multimedia cities will be created in the MSC catering to various
industries. Around the KLIA the Airport City will facilitate and syner-
gise air travel. This city will not only cater to the needs of passenger and
freight air transport busi but also i passenger t

with the travel and tourist business globally.
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The needs of IT in government will spawn another major area of
business activity. Putrajaya will see the creation of new kinds of govern-
ment services made possible through IT and multimedia. Higher levels
of efficiency and productivity will be achieved by using IT to transform
the internal operations and processes of government agencies. Services
offered to the public will also be reengineered such that the clients will
be able to interact directly with public servants through electronic
means and in some cases even avail themselves of the services by direct
interaction with intelligent and automatic IT systems.

The MSC will fulfill four primary objectives. First, it will demon-
strate the effectiveness of multimedia in increasing the efficiency and
productivity in the production and delivery of goods and services in
both the public and private sector. Second, it will introduce a new sup-
ply and demand spiral for the multimedia industry located in Malaysia
for the world market. Third, it will add value to the infrastructure al-
ready put in place in the MSC, including KLIA, Putrajaya, the trans-
port network and the electronic superhighway. Fourth, Putrajaya will
stimulate the growth of electronic governance: one that is more open,
transparent, responsive and entrepreneurial; in short more suited to
the Information Age.

The viability of the MSC concept has been accepted, both by the
government as well as by many companies we have interacted with.
Multimedia, its coordination and development, including the proposed
Multimedia Development Corporation will be placed under the Prime
Minister's Department. Coordination is necessary as multimedia
touches upon many kinds of information infrastructure and informa-
tion content. The MDC will be the master planner and strategic arm
for the creation of the MSC. It will also promote the MSC throughout
the world in order to attract the best companies to work with us.

These new initiatives will not be possible without strong economy
and political stability. Although we have done rather well in the manu-
facturing industry, we should now look at the services sector, particu-
larly those services that are information-intensive with high value
added.

As for the MSC itself, having state-of-the-art technology at hand
will mean nothing if we do not prepare ourselves to apply it. There is a
need for amore balanced approach to IT development and application.
We should not view IT and multimedia merely as technological arti-
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facts. Rather there should exist a more harmonious balance between
the technological imperatives and the social needs of society.

Towards this end, five key principles must be considered:-

First, the technology push through rapid advances should be bal-
anced by the social pull represented by the economic, social and cul-
tural needs of the people. The proper application of IT requires the
creation of socio-technical systems which must meet social objectives.

Second, our Information Superhighway should be equally bal-
anced between technological sophistication and the efficacy of the in-
formation content.

Third, while the government can take the lead by forming new
strategies and facilitating their implementation, the private sector must
play its part. Malaysian companies must be more innovative and crea-
tive by venturing into the multimedia industry.

Fourth, there should be greater focus on transformation as opposed
to automation. Knowing that IT has the potential of transforming or-
ganisational structures, we should reengineer our processes to gain
even higher benefits from IT investment.

Fifth, we need to reemphasise the importance of human resources
in realising these aspirations.

Many kinds of balance must be achieved. Not only must people
gain competence and literacy in I'T, they must also know their special-
ised areas well, so that they may be able to reengineer the necessary
work processes. At the same time, knowledge and skills must be bal-
anced with the right values and attitudes towards information and
knowledge so that they will create the required culture in the work en-
vironment.

Malaysia has reached a crossroad in its economic development.
The choice seems to be clear: the need to embark on a programme to
apply multimedia more intensively in business and in society at large.
The MSC is a major initiative in this direction. The synergies created
will bring into sharp focus the key success factors and the problems that
may arise.
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REGIONAL DEVELOPMENT
COOPERATION IN ASIA
AND THE PACIFIC

REGIONAL COOPERATION for development is both logical and
desirable to achieve the greatest amount of good for the greatest num-
ber of people. However, such cooperation cannot thrive within the
framework of a master-disciple relationship. Instead, it must be predi-
cated upon mutual respect for each country's sovereignty and sensitivi-
ties. | hope your deliberations at this meeting will contribute towards
improving efforts to chart new approaches and directions for the
growth of Asia and the Pacific region.

The Asia-Pacific region which encompasses all countries in Asia
and islands washed by the Pacific Ocean, presents a unique challenge
to the world community. Due to the great.ly mcreased demand for capi-
tal resulting from the former cc itching to the
free-market system, the flow of funds to the region in the near future is
likely to be limited. With this, the major challenge of the multilateral
institutions will be to provide better and more cost-efficient develop-
ment assistance in order to resolve the problems faced by the countries
of the region.

With the end of East-West hostilities, and with the growing eupho-
ria over the predicted Pacific Century presaged by the achievements of
many East Asian economies, many had expected the developing coun-
tries of the Asia-Pacific region to reap the dividends of peace. But in-
stead, they are now being made to pay a heavy premium. The devel-

A paper delivered at the Meeting on Regional Development Cooperation in
Asia and the Pacific in Kuala Lumpur, Malaysia, on March 28, 1995
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oped North has invented and imposed all kinds of conditions on devel-
oping countries including linkages with human rights, labour rights, en-
vironmental restrictions, access to markets and an anarchic regime in
the exchange rate of currencies. Every move by the North to protect
their interests invariably results in the poor countries becoming poorer.
The rich man's club not only disregards the interest of the poor but
positively refuses to hear their views before damaging decisions are
made. And so the Plaza Accord, for example, raised the value of the
yen, resulting in the developing debtor countries having to pay as much
as 100 per cent more for their yen loans. And the value of the yen is still
being forced upwards with dire consequences for most developing
countries. This gloomy scenario will continue unless the developing
countries, particularly in the Asia-Pacific region, are willing to cooper-
ate in their development programmes.

We had expected the United Nations, at least, to serve as a forum
for airing the views of the developing countries. But in fact their views
there are totally ignored. The so-called free press censors the views of
the developing world until it appears that they are, if not dumb, at least
voiceless. You can be absolutely sure that nothing will be reported in
the international media about this meeting excepr, of course, the nega-
tive aspects. Yet if certain members of the Security Council were to so
much as sneeze, there will be headlines on the front pages of every one
of these papers and prolonged interviews in the world electronic media.
So much for the so-called free press.

It is perhaps symptomatic of the malady affecting the developed
world chat the recent World Summit on Social Development in Co-
penhagen was remarkable for the absence of their representatives. Yet
the Rio Conference on the Environment and Development was fully
attended, perhaps because the developing world was supposed to con-
tribute by sacrificing their own development in order to preserve their
forests and resources as sinks for the pollutants of the rich.

The Asia-Pacific region is vast in size, vast in numbers, vast in the
challenges it faces and equally vast in the opportunities it holds. In
terms of size, it is one-third of the planet. In terms of numbers, it sup-
ports almast half the world’s population. The region accounts for 25 per
cent of global exports, 22 per cent of global imports and 33 per cent of
global international reserves. It is also, at the same time, home to the
largest number of poor people in the world.
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More than 800 million people live in abject poverty in the Asia-Pa-
cific region life: food, clean water, clean air, shelter, education and
health. The infrastructure for developing the resources of the people
through education and training is inadequate. To make matters worse,
a rapidly growing population coupled with rapid urbanisation have
complicated the picture and are putting greater pressure on the fragile
resources of the region.

This state of affairs is due in part at least to our own faults. Some-
times we are so sold on the efficacy of democracy that we are too free
with our freedom and our rights. We take to the streets at the drop of a
pin in order to force the hands of government or to force it out. We be-
lieve that a change of governments will heal all our ills. But changes in
governments have often resulted in worse governments being set up, as
incapable or as unwilling to do the right things as the previous ones.
Again we take to the streets, hold general strikes and generally destabi-
lise the nation, with no real results in terms of our well-being.

Goud, strong governments can go wrong too. So also can the sys-
tems of administration or the approach towards developments. We
must admit that all these can and do go wrong. While it is right and
proper for us to blame others, it is perhaps easier to correct ourselves
than to ask the others, particularly the rich countries, to correct them-
selves in order that we may enjoy healthy growth and resolve our socio-
economic problems.

Assuming that we are able to put our act together and really make
democracy and our administration work, we will still not be able to re-
solve our poverty and development problems if we do not cooperate
with each other. This is because the developed nations are all ganging
up and formingall kinds of blocs. Although they may insist that they do
not mean to be exclusive, but the fact remains that they have a ten-
dency to jointly act against our economic interests if we do not conform
or do what we are told. Mention has already been made about their in-
sistence on linking trade with human rights, workers' wages and envi-
ronmental issues. It is reasonable to expect everyone to be concerned
with these issues. But what is worrisome is that the linkages invariably
affect our competitiveness. It would seem that they are more interested
in pushing up our costs than in seeing that our people and our workers
are free and our environment well-preserved. And yet when they were
on their way up they exploited people and the environment more than
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we are doing. Those of us who were colonies of the developed nations
before must remember how our people were fully exploited and our
pristine forests were razed to the ground to make way for plantations
and the extraction of minerals.

We should not object to what is reasonable and fair. But our prob-
lem is that we are unable to have our views heard, much less consid-
ered. And this is due to our lack of coordination and cooperation while
the developed countries are not only coordinated but are arraigned
against us in solid blocs.

For a long time developing nations had depended on the produc-
tion and export of primary commodities in order to eam the foreign ex-
change we need to buy manufactured goods. Unfortunately, the ad-
vanced countries invented substitutes for our commodities and
through market manipulation depressed commodity prices further.
The terms of trade became more and more against us.

Some developing countries have now tumed to manufacturing,
particularly labour and resource-intensive industries in order to benefit
from our lower cost of living and resources. But again we are being frus-
trated by conditionalities imposed on our exports, as for example, eco-
labelling.

The only way we can counter all these is for us to coordinate and
cooperate. By showing a united front we will be able to influence trade
policies and the World Trade Organisation (WTO). Admittedly, our
clout will not be very powerful, but it will be better than no clout at all.
Working alone and in isolation will get us nowhere.

Malaysia's experience is that the attai 1t of prosperity and pro-
gress by developing countries invariably benefits other countries as
well. Thus when South Korea, Taiwan, Hongkong and Singapore
achieved high growth, they became not only good trading partners for
us but also good investors in our country. Very often these countries
alone and together top the foreign investments in Malaysia.

In time Malaysia was able to switch to manufacturing, progressing
from labour-intensive to high-tech industries. The extensive knowl-
edge and capital accumulated in Malaysia have now enabled Malaysia
to invest in other developing countries in the region. We fully expect
the same cycle which Malaysia went and is going through to be experi-
enced by the other developing countries in the Asia-Pacific region. In
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time the whole region will be prosperous. Indeed, trade between the
countries of East Asia is today comparable with intra-European or in-
tra-American trade. All these go to prove that cooperation and cross-
investments, together with transfers of technology, benefit everyone,
rich or poor. They are mutually enriching.

The world can be a much better place if the rich were less obsessed
with maintaining their status. They do not gain by impoverishing the
already poor, by making them debt slaves or permanent recipients of
aid. A world of evenly developed countries, each exploiting its com-
parative advantages, be it knowledge or skills or resources or labour,
trading and competing fairly with each other, is far better than a world
divided into North and South, rich and poor, developed and develop-
ing, powerful and weak, and trade blocs and trade blocs. Maybe this
sounds too idealistic. But humanity without ideals will certainly mean
the end of history, of civilisation.

In the final analysis, our goal must surely be the well-being of our
people. We hope to be respected members in the community of nations.
Action, and not words, begets respect. In our haste to improve the lot of
our people, in our race towards the status of a developed nation, we run
the risk of putting undue pressure on the very elements that sustain de-
velopment—the resources, the institutions and the people. In so doing,
we often lose sight of the goal of development, that is, the well-being of
our present generation and the generations to come. We must, there-
fore, set our priorities right by putting the ultimate goal of people devel-
opment firmly in our minds as we move ahead.

In making development happen, we must take to heart the lessons
of history—the successes that have been achieved which could be
emulated and the mistakes to be avoided. For us, the search for that
elusive balance between the need to develop and the capability of the
resources tosustain development must be a matter of priority. Amongst
the myriad possible approaches to development, the countries of Asia
and the Pacific must tread the path of responsible development, that is,
development with a conscience. In this, we must not bow to pressures
exerted by the fads and fashions of environmental movements and eco-
nomic lobby groups. We must determine our own national and regional
priorities on the basis of our own circumstances. We must recognise
that economic sustainability through responsible development does
not only refer to issues related to the preservation of the environment.
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It includes other elements like social justice, the right to development
and wealth and an equitable world society. While emphasising the
most productive exploitation of our resources, and making sure that
pollution does not retard economic growth, we must also take into ac-
count that people must be treated fairly and have a voice in decisions
that affect them, and that wealth must be distributed equitably
amongst all segments of the population. We must also take pains to pre-
serve the enormously diverse elements within our societies which in
themselves give meaning to life.

The road to responsible development is fraught with problems and
uncertainties. Towards this end, multilateral development institutions
must play the role of the honest broker, matching universal principles
and priorities with local circumstances. It is imperative tha such insti-
tutions do not take a slanted view of development as prescribed by the
westemn pundits. Instead they must initiate collaborative approaches
with the developing countries. For us, the concept of responsible devel-
opment holds out the hope of better times ahead. Much remains to be
learnt.

I hope this meeting will come up with fresh insights into problems
hindering regional growth and will propose measures that will identify
new avenues for promoting regional cooperation.




24
CONTRADICTIONS
IN DEVELOPMENT

ALTHOUGH the 50-year-old Charter of the United Nations begins
with the words, “We, the peoples of the United Nations, ...", this is, ar-
guably, the first time that we meet at this level to discuss the common
people and their problems; their social development. That it has taken
us 50 years to do this is a measure of our commitment to the lot of the
common people and an illustration of the failure of multilateral efforts,
derailed for over five decades by the ideological battles of the Cold War.
That confrontation, usually on someone else’s soil; has undermined
most of the social action plans of the UN agencies. International devel-
opment efforts became predicated on the degree of support that devel-
oping countries gave to either of the two superpowers. Our regions be-
came cockpits for superpower manipulations and their fields of battle.
The developing countries and their people became mere marionettes.

The wreckages, the pain suffered and the injustices inflicted, have
left many of these countries crippled, incapable of making the necessary
adjustments to meet present and future challenges. Afghanistan, So-
malia and many others are amongst the countries that have been pul-
verised; their infrastructure obliterated, their people in total disarray.
The marginalisation process continues even now, despite strides made
in science and technology.

As for the peoples of the world, the vast majority have suffered not
only deprivation, but more importantly, loss of human dignity. We are

A speech delivered at the United Nations World Summit for Social Develop-
ment in Copenhagen, Denmark, on March 11, 1995
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looking at over a billion people caught in a spiral of abject poverty that
relegates them permanently to the status of subspecies. The United
Nations is faced with an enormous outflow of some 19.7 million inter-
national refugees. Admittedly, migration is a nigh for the devel-
oped countries but migrations also cause severe dislocations and drain
the developing countries of essential human resources. It does not help
that the developed countries discriminatingly welcome the skilled and
the educated.

Even as the international community takes the first fateful steps
into the next millennium, we cannot but be troubled by the emergence
of “failed states" in the wake of the breakup and breakdown of nations.
The magic of the midnight hour at the moment of independence can-
not be sustained. Countries stumble and retrogress and the people’s ex-
pectations remain largely unfulfilled; paradoxically at a time of qualita-
tive scientific and technological advances which should have benefited
the needy the most.

Even amongst the developed countries, elements of a failed state
can be detected. Contradictions and polarisations have surfaced which
reflect possible flaws in the national direction. We see serious poverty,
homell and jobl and rampant crime and drugs in pockets
of these societies, even in the most advanced countries. For these coun-
tries lessons too need to be learnt; change and adjustments should ap-
ply to them as well, especially those relating to unbridled and unsus-
tainable high incomes and consumption, and the breakdown and de-
cline in the moral values of their society. These countries, supposedly
locomortives of world growth and paragons of standards, would do well
to effect these changes instead of seeking to hold the high ground and
preach to others.

We also see aspects of racism and ethnic challenges in these states.
Economic decline, malaise in society have in some cases dried up the
humanitarian outlooks of the past. Targets intemationally agreed, such
as the 0.7 per cent for ODA, reiterated at the Summit in Rio in 1992,
have been largely forgotten. There is diminishing tolerance coupled
with a rigid insistence on homogeneity with one group and one set of
values. There was, for instance, a national convulsion over the wearing
of a headscarf to school in Europe recently. The implications are dis-
turbing. The future of humankind must point towards globalism, plu-
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ralism and multiculturalism, not exclusivity of regions and blocs and
the superiority of one set of values.

We remain utterly helpless as the bestialities in Bosnia and Rwand:
are committed. All of the political will of Europe could not save the
thousands sacrificed in Bosnia. Chechnya is a domestic affair. However,
Tian An Men is not. All of the machinery of the United Nations could
not respond to and prevent the slaughter in Rwanda. Indeed, the first
reaction was to retreat from danger toself.

Since the end of the Cold War, the international community has
arrived at many crossroads and defining moments but we have fallen
short in our collective response almost every time. We move from one
major conference to another, p ing with lofty intention global
action programmes but we have never satisfactorily made available the
means of implementation. We seem to grope and muddle through to
give meaning to global i iness but we find lves being
only rhetorical, never quite able to distinguish between self-interest
and the care and well-being of humankind and the welfare of the
planet.

In the last few years, the concept of development has changed from
one of synthetic economic targets to that of real economic gains, secur-
ing human needs and the optimisation of the human person at the cen-
tre of development. Obviously, the free market and selective human
rights alone will not do the job. Unfortunately, the failure of commu-
nism and Fabian socialism has not taught us any lesson. Despite the
weaknesses of capitalism and the free market, only one western model
is permitted. The obvious failures of the so-called locomotives of
growth are not acknowledged. At the same time, the successful econo-
mies of Asia and Latin America are not regarded as potential locomo-
tives. Instead the high growth in these areas is regarded as a threat to
the industrial North. It seems to be the agreed policy to categorise them
and then put impediments in their way.

The developing world must not continue to be looked upon as a
bottomless pit, meant for wasted western handouts and welfare pro-
grammes. The developing world needs to be given its rightful place as
much as the composition of the G7 should be regarded as seriously
Also, the United Nations should cease from continuing to be a place to
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discipline the developing world on the basis of a western model that
“one size fitsall”.

At the heart of development lies the issue of governments and so-
ciety. Certainly, if governments continuously fal.l to deliver, they should
exit. The issue of go and accc d by fresh
mandates through the democratic process, applies to all, not just the
developing countries. Empowerment must take into account the vul-
nerable groups, women and minorities that exist in all societies. In this
area much progress has been made amongst the developing world. The
days of the demigod leader are largely over.

In Southeast Asia, where change has been effectively managed,
much has been taken stock of. The obvious mistakes of the West will
not be d. The rel of g and a focused national
purpose through a supportive society remains the prerequisite for de-
velopment. We have left the socialistic concepts of the welfare state for
awork-driven, fully participative society.

For Malaysia, growth will be tempered with equity and social re-
sponsibility. While we try to harness the positive elements of globalisa-
tion, where swift movements of capital, technology and markets often
outpace governments, we remain committed towards narrowing in-
come and opportunity disparities. I am confident we shall achieve our
targets of qualitative growth and the amelioration of every Malaysian as
acomposite resource in a matrix of pluralism and multiculturalism.

While in the first 25 years of independence, the Malaysian govern-
ment has been the major actor in the exercise to restructure society, the
private sector has not only been involved in the restructuring process of
our society, but has been tasked with the creation of opportunities for
economic growth in order to achieve the nation's objective to become
an economically developed nation by the year 2020.

We are determined to develop the nation in our own mould along
all dimencions; economically, socially, politically, spiritually, psycho-
logically and culturally. The vision is for a Malaysian society that is

democratic, tolerant and caring, ically just and equitable, pro-
grcssivenndprcsperous,andmﬁlllpossmmofanecmnythatu
robust and

Weweardmundﬁbouﬁnyromakesocwecumkpmgrm.
we cannot but lament the which tt tode-
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rail us. We are concemed about pressures and other means bysome in
the North to erode our limited ¢ la-
bour and natural resources. The North had explonted fully these very
same assets in their own countries and in ours when they ruled us. Now
they seek to stifle our growth by involving human rights, the social
clause and environmental conditionalities. Did they care for these
things when they were at our stage of development?
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MALAYSIA AND CHINA
INTHE 21ST CENTURY:
PROSPERITY THROUGH
COOPERATION

IT IS HIGH TIME that we stop seeing China through the lenses of
threat and to fully view China as the enormous opportunity that it is.
The perception that China is a threat is a popular one. Malaysia itself
once nursed this view, but then those were the days when the Commu-
nist Party of Malaya drew inspiration and support from the Chinese
Communist Party and when fears of a Chinese fifth column in South-
east Asia was strong.

We must never be soft-headed and naive. We must always be real-
istic and ready. But times have changed dramatically. And Malaysia is
one of the countries that recognises these changes. We no longer regard
Chinaas a threat. We do not believe in feuds. We cannot allow the past
to determine our future forever.

Nevertheless, many countries and many thinkers with strategic
mindsets moulded in concrete during the Cold War continue to hold
firmly and religiously to this threat. The end of the Cold War has not
led to a diminution of this inclination. Instead, it may have strength-
ened this proclivity. I suspect that many do not feel secure or comfort-
able unless they can clearly see a threat. A threatless world is indeed a
frightening prospect. And China is favourite game because of its size, its
ideology, its burgeoning economic weight, its recent increases in mili-
tary expenditure, its traditional public reticence on domestic matters
and the prejudices built up against it by half a century of Cold War. If we
are not terrified of China, who then should we be terrified of?

A speech delivered at the | ional Trade and I Confe in

Kuala Lumpur, Malaysia, on January 23, 1995
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In my view, to perceive China as a threat and to fashion our secu-
nity order around this premise would not only be a wrong policy, but it
would also be a bad and dangerous one. We need to fundamentally re-
assess our notions about the so-called Chinese threat.

Almost every day, we are told that China is a threat because it has

-hegemonic and territorial ambitions. The increase in its military expen-
diture in recent years, it is argued, is also testimony to this. Every day we
are told that the reduction in the US presence in the region would en-
courage China—and some other regional powers as well—to dominate
the region. Finally, the icing on the Chinese threat cake amongst some
quarters is that it will be a leading protagonist against the “West" in a
clash of civilisations.

Nobody nowadays seriously entertains the view that China is bent
on exporting its communist ideology. So we can lay to rest the threat of
ideological subversion and wholesale conversion.

Will China eventually have hegemonic ambitions? I don't really
know. Big powers cannot but cast big shadows over neighbours. How
light or how dark the shadows are depends not on just the power con-
cerned but also on those overshadowed. It is well to remember that the
Malay states, all tiny by comparison to their neighbours, have survived
despite numerous very large and powerful neighbours. They only suc-
cumbed when distant powers intrude.

Will China use military means to advance its ambitions in the re-
gion? To answer this question, one must look at China's conduct in his-
tory, and its dispasition to resort to military means.

How many times in the past has China sent its armed forces across
borders to invade and occupy? On the other hand, how many times has
China been attacked and parts of it been occupied? How many colonies
did China establish? How many military bases does China maintain
overseas to perpetuate its hegemony? And with how many countries
does China have treaty alliances, for defence or otherwise?

Much has been made regarding the increase in China's defence ex-
penditure. If we compute from the latest statistics set out in the authori-
tative SIPRI Yearbook, published by the widely recognised Swedish
think-tank, in constant 1985 prices and exchange rates, China’s mili-
tary budger has gone up from US$5,965 million in 1985 to US$6,387
million in 1993. This is an increase of 7.07 per cent. In comparison,
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South Korea's military budget increased by 51.63 per cent over the
same period, and Japan's military expenditure rose by 29.76 per cent.

The obsession with increases in Chinese military expenditure also
obscures many other important things. For instance, it obscures the fact
that Japan, despite a defence treaty with the United States, is spending
more on the military than does the much larger China, which has to be
completely self-reliant. Japan spent three times as much as China in
1994. Even South Korea spent more than China.

The latest issue of The Military Balance published in London esti-
mates China’s military expenditure, in purchasing-power-parity terms,
at US$27.4 billion. The budget allocation for the United States for the
same year was ten times more—US$276.1 billion. If, despite their
heavy military expenditures, the United States and Japan can be con-
sidered benign and not threatening, perhaps we can also be allowed to
sleep well, without too many nightmares, after looking at China's own
military expenditure.

For these and other good reasons, Malaysia refuses to see China as
amilitary or political threat. We prefer to see China as a friend and part-
ner in the pursuit of peace and prosperity for ourselves as well as for the
region.

The future may change, of course. But until it does, we believe that
China is deeply committed to the perpetuation of a peaceful, regional
security environment. It wants this for its own national political and
economic interests. China believes, as we do, that peace is a prereq-
uisite for its own intemal development. This conviction is unlikely to
change in the foreseeable future.

So much for China as a military and political threat. How about
China as an economic threat? Again, things may change. But I prefer to
see China not so much as an economic threat as it is an economic op-
portunity.

If we are foolish enough as to compete with China head to head, to
compete against China in those areas where China is strongest in the
world, then we are surely in for a drubbing. Some countries may have
no choice. They have the same comparative advantages as China but
not the scale. But Malaysia has choices. We have lost the comparative
advantage of low labour cost, for example, without being unable to

compete.
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We will have to be more capital and technology intensive; we will
have to go for more value added and less labour intensive. We will have
to take fuller advantage of our resources in material, in human assets
and in the vast experience accumulated in the running of the nation
and other organisations, in particular the legal system and framework
within which we function.

Though we can prosper through cooperation, let me mention in
passing, however, that we can also help each other and prosper through
competition, through competing with each other.

We in this country have adopted the strategy of eaming our living
from the rest of the world. In order to do this, to use the international
marketplace, we have to be able to match and if possible bear all cam-
ers. Our fiercest competitors are our best allies for they force us to be
better and better.

Imagine a race in which we have to run against the weak and the
flabby. Instead of becoming the best that we can be, we would in due
course become almost as weak and flabby as the others.

It is in this sense that fierce Chinese competition serves our pur-
pase and is in our interest. And we must be able to respond to this fierc-
estof all economic challenges.

Fortunately, although a huge country like China has to be very
good and competitive at a large number of athletic events, a small
country like Malaysia need only be good at very few in order to prosper.
China cannot be a niche player. A niche player is all we have to be. We
must find, discover and constantly rediscover our niches.

I'have already intimated that Malaysia and China can be regional
parmers in the making of cooperative peace in East Asia. Just as we in
Asean have created a zone of peace in the Asean community and are in
the process of expanding this to the rest of Southeast Asia, China along
with the rest of us in East Asia should proceed to build a zone of coop-
erative peace amongst ourselves.

Cooperative peace starts in one's own backyard. Ensuring peace
and tranquillity within one’s own boundaries is one of the greatest gifts
that one can make to one's neighbours and one's region. It is a funda-
mental form of “cooperation”.

Ensuring the best of friendly bilateral relations between us and our
regional neighbours and helping to strengthen the patchwork of pro-
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ductive bilateral ties are also fundamental. This too constitutes “coop-
eration”, Building processes of peace and structures of confidence and
comfort at the multilateral regional level too can be a fundamental
contribution.

Malaysia and China can and should cooperate at all these three
levels.

I believe that equally important as the building of a region of coop-
erative peace is the building of a region of cooperative prosperity in East
Asia,

Again, cooperative prosperity starts at home. We must all ensure
domestic economic dynamism and sustainable growth.

At the bilateral level much can and must also be done. Because itis
a relatively new idea, let me once again reiterate the importance of
adopting “prosper-thy-neighbour” policies.

Two months ago, at an international meeting in Penang, I ex-
pressed fears that “beggar-thy-neighbour” policies were for some of the
biggest economies more popular now than at any time since the 1930s.
I argued most vigorously for the adoption of “prosper-thy-neighbour”
policies. We in East Asia have been adopting this basic stance, with the
most productive results for ourselves. Incidentally, it is also very much
in our interest to see Europe prosper, to see North America, indeed the
whole world prosper.

With regard to the Malaysia-China nexus, | am tempted tosay that
the limits are only impased by our creativity and our resources. Both, I
am glad to say, are more abundant than we presume.

You will hear over the next two days the enormous opportunities in
China. There will be enough incredible statistics and facts to boggle the
mind and to challenge the imagination.

Please allow me to make some remarks on the region.

Today, in purchasing-power parity terms, and despite rates of sus-
tained growth in East Asia unprecedented in the annals of mankind,
the United States is still by far the largest economy in the world. Japan,
the second largest and China, the third largest economy, added to-
gether amount to 80 per cent the size of the United States. India is, after
Germany and France, the sixth largest economy. Indonesia is twelfth
and South Korea is fifteenth.
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The World Bank now forecasts that by the year 2020, which is only
a quarter century away, China will be 40 per cent bigger than the
United States. Third will be Japan, fourth will be India, and fifth will be
Indonesia.

According to what is forecast, six of the world's biggest economies
will be in East Asia.

In my view, by the laws of reality, this will not be allowed to hap-
pen. It can only come to pass if we join hands, if we work together, if we
synergise our strength and concert our power—without ill will towards
anyone. It can only come to pass if—without confrontation and an-
tagonism—we cooperate together for our common prosperity. In this
process, the EAEC will have a role to play. And in the context of the
EAEC, let me again for the record register my appreciation for China's
statesmanship, support and leadership.

As you all know, Malaysia has launched a generational plan called
Vision 2020. Starting from 1991, our intent is to double our Grass Do-
mestic Product every 10 years so that by the year 2020, our GDP will be
eight times bigger and our standard of living will be four times higher. If
our thirty-year plan succeeds, our standard of living will match almost
exactly the present standard of living found in the United States al-
though, hopefully with an even better distribution of income than is
found in American society today.

So far, we are ahead of schedule. At the rates of growth we have
achieved since the launching of Vision 2020, we will get to 2020, sub-
stantially before 2020. I am tempted to say that obviously we cannot
sustain better than 8 per cent a year, year after year over an entire gen-
eration. Except that history has shown what other East Asian econo-
mies have been able to do.

And through an accident of history, we are blessed with the means
by which we can have an easy and deep access into the economic heart
of Indonesia, predicted to become the fifth largest economy in the
world by 2020.

We are blessed with the means of reaching into the economic heart
of India, predicted to become the fourth largest economy in the world
by 2020.
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We are, through sheer will and effort, well placed to reach into the
economic heart of Japan, the third largest economy in the world by
2020.

We are through traditional ties and experience well placed to reach
the four comers of the great American economy, which will be the sec-
ond largest economy in the world of 2020.

We are also extremely well positioned and supremely poised to take
every advantage afforded to us by what will be by far the biggest econ-
omy in the world by 2020: China.

We must not lose judgement. There is a need to retain sobriety al-
ways, to retain a proper balance, to be mature. At the same time, let me
issue a call to all Malaysians to take full advantage of the excellent rela-
tions that have been established between Malaysia and China. Let me

advise all Malaysians to take full advantage of the great opportunities
that China has to offer.
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EAST ASIAN
DEVELOPMENT:
ACHIEVEMENTS AND
CHALLENGES

IN THE LAST quarter century, we have been growing by an average
close to 7 per cent per annum. In the last seven years, we have been
growing at 8.4 per cent per annum, with an average inflation rate of 3.6
per cent. Over the coming generation to 2020, we hope to grow by an
annual average of 7 per cent. If we can do this, we can by that year be-
come a fully developed country with a standard of living comparable to
that of the United States today.

We take a measure of pride from the fact that we were the first
country in the then Free World to defeat a communist insurgency. We
take a measure of pride from the fact that shortly, I will not say how
shortly, we will be having our tenth general elections. We are proud of
the fact that since 1955, when we held the first elections to choose the
first pro-Independence government, we have had eight indisputably
free elections: in 1959, 1964, 1969, 1974, 1978, 1982, 1986 and 1990,
elections in which opposition parties not only won seats but have been
able to take over state governments. This is quite a record for a devel-
oping and newly independent democracy.

We are a democracy, giggles and cynical smiles notwithstanding. A

tiethnic and multireligious country like Malaysia, with all the chal-
lenges and difficulties this gives rise to, could not have survived and
prospered without a healthy and sustainable democracy. Only God
knows what would have happened had we adopted the Swedish or the
Italian o, for that matter, the Japanese form of democracy. I say this

A speech delivered at the 1st Pacific Dialogue in Penang, Malaysia, on No-
vember 13, 1994
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without meaning to imply that something is necessarily wrong with
these systems, but even a democracy must be adapted and adjusted to
each country and culture.

We certainly could not have made it without peace, political stabil-
ity and a secure rule of law. Nor could we have made it if we are as cor-
rupt as we are reported to be. Corrupt countries do not achieve 8 per
cent growth and political stability. I will say nothing of the record in the
countries of the erstwhile critics.

The government can take some of the credit. But let me say that
Malaysia could not have achieved what it has achieved if not for the
fact that our people have been willing to shed their blood in the struggle
for peace and a future. The people have been willing to toil and sweat to
build this nation. What Malaysia is today is largely the result of the gen-
us, the grit and the sweat of the Malaysian people.

Let me also add that we could not have successfully completed the
journey to the present without the contribution that was made by our
friends from abroad. And it is impossible for Malaysians to contemplate
a successful journey to their 2020 future without the greatest contribu-
tion of our friends from abroad. It simply cannot be done.

It is because of this realisation that | would like to stress to you the
importance that we place on securing as much American investment,
technology and know-how as possible. A great deal has been done in
the past. I believe it is not good enough. Much much more needs to be
done.

According to the US embassy, the United States now sells more to
Malaysia than it sells to all of Eastern Europe, including Russia. This
sounds good. It is. But I believe that trade between Malaysia and the
United States should also be taken to new heights.

American firms have a comparatively good reputation for technol-
ogy transfer. We would like to see their reputation improve even fur-
ther.

What I say of the United States applies to all of the economies rep-
resented in this room, indeed to all economies. Japan has, of course,
played a most critical role in the saga of Malaysian development. Some
now consider Japan a country of the past. I believe that it remains a
country of the future.

Let me now tum to broader issues.
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Let me concentrate on only three points. First, let me make the
strongest case possible for a new mindset and a new crusade that all the
countries here represented should join. I most eamestly believe that we
must work together and for the first time in human history for a single
global commonwealth founded on the principle of cooperative pros-
perity.

Second, we must welcome, engage, persuade and drag the entire
world into the making of the future prosperity of East Asia. It will not be
just for the good of East Asia. It will be good for the whole world.

Third, we must seek to establish a new world order securely
grounded not only in the idea of common prosperity but also in mutual
understanding and mutual regard.

Many of us in this room are extremely worried about the increasing
attraction of beggar-thy-neighbour attitudes. There are regions that are
so internally preoccupied that they are too busy to see others running
fast—and past. There are regions in danger of turning inward. There
are dangers of inward-looking trading blocs.

I do not condemn regionalism. Far from it, After a quarter of a cen-
tury, we of the Asean community are all too aware of the remarkable
direct payoffs and equally kable indirect conseq of the en-
tire Asean experience. We have established not only a cc of
peace and stability but also a community committed by deed as well as
words to open regionalism.

So long as there is this commitment to open regionalism, the open-
ing of the region is adhered to, I believe that every region has the right
to organise itself and cooperate amongst themselves. Indeed, if there is
this commi to open regionalism and this attempt to open regions,
regional states do have a duty to cooperate, and thus contribute to open
globalism.

But is there anyone here not concerned about the protectionist
impulses that are emerging at the regional as well as the national levels,
even from former champions of free trade?

With the end of the Cold War, we have for the first time in human
history, an opportunity to build a single global economic system. Given
time and with the forces of globalism, this is in fact inevitable. What
farsighted and enlightened leadership should ensure is that there is a

single global economic system as soon as possible. We need to ensure as
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much prosperity for everyone as possible. We need to ensure that we
create a prosperous global commonwealth.

In the 19305, beggar-thy-neighbour policies ran During
the Cold War, prosper-thy-friend and beggar-thy-foe policies held sway.
It is time for us all to adopt prosper-thy-neighbour policies. This is what
we in Asean are trying to do with the wider Southeast Asia. We are
working very hard at it.

Thisis what many economies in East Asia are deliberately doing. It
15 no less virtuous because we are doing it out of love of ourselves even
more than out of love for our neighbours or our region.

Imagine what would be the consequences if all economies on this
planet were to have this orientation and actively pursue these policies?
Imagine the consequences if prosper-thy-neighbour policies and the
ideology of cooperative prosperity were to run rampant? The 21st cen-
tury will be mankind’s most bountiful, greatest century.

The world took a step forward when the Uruguay Round was com-
pleted and when GATT could no longer be the butt of the following
joke: that GATT stood for General Agreement to Talk and Talk. It is
crucially important for the negotiated outcome to be quickly ratified. It
is crucially important to build upon what has been agreed and to seek to
g0 beyond, towards even greater liberalisation and towards greater
global economic freedom.

I'am proud that Malaysia ratified the GATT agreement on Sep-
tember 6 this year. We were one of the first countries in the world to do
s0. After the ratification, our trade-weighted average level of protec-
tion fell to 8.5 per cent. In the recent Budget we went further, with the
most sweeping step ever taken, to unilaterally abolish all import duties
on 2,600 items.

It might well be argued that unlike many other economies, Malay-
sia is a competitive economy, extremely open to the world, with an al-
ready liberalised market. Our protection level is already very low.
Therefore, Malaysia loses nothing if other nations were to open up and
the level of protection in Asean or East Asia or the Pacific or the world
were to be brought down to Malaysia's level. Malaysia would not lose
anything and would have much to gain.

This argument is fundamentally flawed because the primary pur-
pose of freeing one’s economy and opening it to all comers is not in or-

192




REGIONAL COOPERATION AND THE DIGITAL ECONOMY

der to negotiate a similar opening on the part of others. In fact, the great
19th-century inventors of the doctrine of free trade would be com-
pletely surprised by the argument of reciprocity. They believed that the
main gain from opening one’s economy and thus competing against all
comers, especially the most competitive, was the gain in one’s own
competitiveness and strength. This is the justification for trade liberali-
sation. They were and are absolutely right. How else could the Malay-
sian‘economy have become competitive?

No economy can be competitive if it relies on the dole and on
avoidance of competition with the best and most competitive. God
help thase who wish to hide behind high walls of protection. It is a cer-
tain formula for decay and weakness.

Let me now tumn to my second argument.

Once upon a time, not so long ago, East Asia consisted of econo-
mies that were uncompetitive, poor, stagnant or worse. Every economy
without any exception was, at one point or another in the post-war pe-
riod, given up for lost or dead. Let us not forget that till the early 1950s,
there were still reports of Japanese dying of malnutrition and starva-
tion. More than one ] administration despaired over the pros-
pect of Japan ever becoming a competitive and dynamic economy.

Today, almost all the economies of East Asia aré regarded in hyper-
bolic terms. “Miracle” is the word commonly used. We are often com-
pared to some of the fiercest and feared animals. This region of domi-
noes is now seen to be a region of dynamos. Obviously an economic
revolution of some sort has taken place.

Just about everybody expects this cumulative revolution to con-
tinue until well into the 21st century. Who am I to disagree, since the
predictions are all so agreeable and comforting?

What we East Asians have to make sure is that we do not shoot
ourselves in the foot or some more vital part of the anatomy. We cannot
afford to give up the hard slog, the sweat, the toil, the toil and the toil.
We must never, never become arrogant. I have always believed that
pride always comes before a fall. We must always hold firmly to our
natural Asian humility.

We must also hold firmly to our c i to open regionalism. [
have repeatedly stated that this must mean that in any regional effort
we undertake, we must first be wedded to trying to open our region fur-
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ther. Second, we must make sure that intent is translated into reality.
Our region must be further opened. This is what we have seen happen
in East Asia, especially over the last two decades. Which is why we are
today extremely dynamic and competitive.

In 1992, the East Asian regional economy overtook the Westemn
European regional economy and the North American regional econ-
omy in purchasing-power parity terms. In US-dollar terms, this will not
happen until the year 2000 or so.

Although the Europeans intensified their effort to create a single
European economy in the mid-1980s, East Asia was still the fastest in-
tegrating region in the world. For this we have America largely to thank
because of the Plaza Accord. Driven largely by investment, intra-East
Asian trade in the first half of the 1990s has been increasing at the rate
of 20 per cent per annum. With intra-East Asian trade standing at 43
per cent, the East Asian regional economy is more integrated than the
Nafta regional economy, and unlike the European and Nafta case, our
massive regional integration, which continues to accelerate, has been
entirely private sector-driven. It was the consequence of market forces.
In the years ahead, this must remain so.

In short, what I would like to emphasise is that we must warmly
welcome, strenuously engage, vigorously persuade and drag North
America and Western Europe, if necessary, by the scruff of their necks,
into the making of our economic future. Without neglecting anyone at
all, while ploughing every field in every part of the world, our primary
strategic target must surely be the North American and Western Euro-
pean firms of every size—the huge, the big and the small.

The European Union and the World Bank now say that by the year
2000, there will be 400 million East Asians with the per-capita income
of North America and Westem Europe. In other words, there will be
more East Asian c with high purchasing power than North
American or European consumers with high purchasing power. The
IMF says that between now and the year 2000, the total world GDP will
rise by US$7.5 trillion. More than half of that increase will be produced
in East Asia.

Despite all these mind-boggling statistics, many of us still feel that
most of the rest of the world has yet to wake up to the East Asian oppor-
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tunity. And of course, far too many are only content to see us only as
“the East Asian threat”.

Let me now proceed to my last point. I do believe that there really
is a great need to have much more mutual understanding and mutual
regard.

There are now those who see the future in terms of the “clash of
civilisations”. Samuel P Huntington ended his Foreign Affairs essay,
“The Clash of Civilisations? (1993) by calling for coexistence between
the world’s great civilisations. I think that Huntington is very wrong
and his conflict orientation is very dangerous. But the point I wish to
stress is that coexistence is not good enough. Why can we not set a
higher objective? Why not mutual understanding? Why not mutual
appreciation and regard?

Exactly a month ago, at the “Europe/East Asia Summit” organised
by the World Economic Forum, I challenged the Europeans to not only
understand us but also to appreciate pluralism.

Bad governance should artract the condemnation of all mankind.
Arrocities are atrocities wherever they occur. No atrocity is in any way
less of an atrocity simply because it is Asian.

But I asked the Europeans why is it that so many from Europe un-
derstand and appreciate the fact that Asian music should develop
along its own path and should not be mere imitations of the Beatles,
Charles Aznavour and Mozart, and yet so many cannot tolerate any
Asian form of governance that is not a true copy of the European form?
Why is it that so many from Europe understand and appreciate Asian
art and celebrate its enormous diversity and welcome the fact that it is
not a carbon copy of European art, and yet insist that Asian ways of
business and economics, politics and administration cannot be legiti-
mate unless they are replicas of European ways. Why is Asian music, art
and literature as uniquely different from European music, art and litera-
ture, and yet Asian values and ways of democracy and economics are so
vilified and detested by so many when they are found to be different?

linformed the Europeans that there must be greater humility and
lesser arrogance on both sides.

As an Asian, | am very proud of the achievements that East Asia
has been able to make in recent times. We have a peace that is more se-
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cure than at any time in the last one and a half century. Nevertheless,
there is a long distance still to go.

We have seen the march of democratisation, people empower-
ment and human rights with a breadth and depth seldom seen in the
history of mankind. It is unparalleled. It cannot be stopped. Life expec-
tancy has gone up dramatically from Singapore to Shanghai. Life ex-
pectancy in Shanghai now exceeds that of New York. Yet, we are only at
the beginning of our long journey. And we cannot sit back with folded
arms and be satisfied with what has so far been achieved.

The European Commission recently issued a path-breaking policy
paper called “Towards a New Asia Strategy", which argues the follow-
ing: “Asia's growing economic weight is inevitably generating increas-
ing pressures for a greater role in world affairs. At the same time, the
ending of the Cold War has created a regional environment of unparal-
leled political fluidity. Consequently, the European Union should seek
to develop its political dialogue with Asia and should look for ways to
associate Asia more and more with the management of international
affairs, working towards a partnership of equals, capable of playing a
constructive and stabilising role in the world.”

I'do not know whether these words will be turned into reality, But
perhaps the European Union is on the right path. At this stage, I do not
believe that East Asia even thinks of equality. But we do demand some
respect. Perhaps, in the days ahead, we will be entitled to a little.




27
THE PACIFIC ERA:
A VISION FOR
THE FUTURE

ITISNOT the great leaders of the Pacific who are the most important
builders of the Pacific community that is yet to be. It is not the officials
and bureaucrats who will build the Pacific community of cooperative
peace and prosperity that I hope will flourish in the 21st century. It is
not the great intellects and the powerful media that will construct the
Pax Pacifica that will be worthy of the aspirations of the peoples of the
Pacific. Most certainly, all will have to rise to the challenge. At some
point or other, all will have to play the most critical of roles.

Yet, right or wrong, it is simply my view that the most important
sustained builders of the Pacific community that must be built in the
days, weeks, years and decades ahead will be the workers, managers and

of the busi ities of the ies of the Pa-

cific Rim.

I'do not say this because 1 am speaking before so many captains of
industry and commerce of this vast region, before so many of the busi-
ness leaders of the Pacific. | have repeatedly stressed this point at meet-
ings of government leaders and at other meetings where such a view is
often regarded as heretical. I might as well repeat it before an audience
which must regard such a view as merely obvious.

Tam sure we can all agree that peace and stability are essential pre-
requisites for the Pacific Age. Without peace and stability, all the basic

A speech delivered at the 27th | ional General Meeting of the Pacific
Basin Economic Council (PBEC) in Kuala Lumpur, Malaysia, on May 23,
1994
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assumptions on progress have to go back to the drawing board. Fortu-
nately for us in the Pacific, not perhaps for 150 years has the strategic
environment been so conducive to peace and stability. In so many parts
of the Pacific, peace and stability have already broken out or are being
strengthened.

I am aware of the awesome conflict potential in the Korean penin-
sula that could change the entire strategic picture and future of the Pa-
cific. I know of the possibility of the division of Canada. | am aware of
the issues in Mexico and some of the internal security concerns in
north and central America. But [ am very confident that China will not
break up, that the Japanese are nor going to lose their senses and there
will be no violent maritime conflict in the region.

All these and other security issues that will be thrown up in the
course of time cannot be dealt with the old mindset of confrontation,
power and deterrence, which can never create a warm and cooperative
peace, which can only guarantee the rigidifying of a status quo and the
vicious circle of enmity, armament, suspicion and hatred. To be sure,
there are circumstances under which there is no better choice. But the
Pacific of today and tomorrow is a Pacific of better choices.

There are now tremendous opportunities to go by a different path,
to cooperate with those with whom one disagrees, with whom one has
yet to come to an agreement. There are so many opportunities to work
with those whose perspectives and interests differ from one’s own, yet
presents possibilities of harmonisation, or at worst an agreement to
agree to disagree without being disagreeable. This is the path of coop-
erative security, of trying to get along, of trying to understand one’s ad-
versary and the security concerns of others, of trying to accommodate
and to embrace, to strengthen acquaintanceships, to build the bonds of
friendship.

Itis a central paradox of peacemaking that true peace is best made
when there is peace. It is too late when the clouds of conflict have be-
gun to gather. Now and in the years ahead, to ensure the Pacific Era
that we want to see, we must together work intimately and diligently to
build a Pacific Peace worthy of the name of the ocean which washes all
our shores.

It also seems somewhat obvious that we should build not only a
community of cooperative peace but also mutual prosperity. [ believe
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there are at least two pillars for such an endeavour which should be
stressed at this point in time.

The first is to ensure a Pacific market system which unleashes the
ferocious force of prise and catal Il the istic p ial of
the Pacific. The second is to ensure the development of a Pacific eco-
nomic system firmly wedded to open regionalism.

We have seen the bankruptcy of the central command economy.
On the other hand, we have seen what can be done when markets are
opened and liberated and when goods and services are free to respond
to the commands of the marketplace rather than the specific targets
and dictates of bureaucrats, planners and politicians. We have seen
what China and Vietnam have been capable of achieving and accom-
plishing. We should seek the further opening of the transition econo-
mies and the wedding of all our economies to the market system.

What makes sense within the context of the domestic economy
makes sense also within the i ional and Pacific . The
command economy makes nonsense in terms of domestic economics.
It makes nonsense in terms of the international economy.

Our Pacific Era must also be built upon the firm foundation of a lib-
eralising Pacific economic system that is fast reducing the obstacles to
the flow of goods and services. I believe that we owe it to the world and
to ourselves to also proceed on the basis of lowering the obstacles to
businesses located outside the Pacific rim. A mercantilist Pacific makes
as much sense as a mercantilist Canada or a mercantilist Japan or a
mercantilist United States.

However macho we are on the Pacific, we must never forget the
global community. I believe we must escape the trap that has been a
source of weakness in Western Europe. It is very difficult to find Euro-
peans who believe that they are incredibly Eurocentric. At the same
time, I am confident maost of you will agree with me when I say that it is
difficult to find Europeans who are not in fact, whether they know it or
not, incredibly Eurocentric.

We of the Pacific must never forget our global frame of reference
and our global frame of operations. The Pacific community which we
should seek to build must not be inward-oriented and d

towards the rest of the world. We would be foolish if we of the Pacific get
together in order to circle our wagons, to raise the barricades and to
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keep everyone else out. Our Pacific community must be open to the
world, to the exports and the investments, technology and comprehen-
sive economic penetration of the rest of the world.

Even as we must be committed to open globalism at the global
level, and to open super-regionalism at the Pacific level, we must be
committed to open regionalism in all the various regional schemes
upon which we embark. The North American Free Trade Area (Nafta)
and the free trade area between Australia and New Zealand (Anzcerta)
must all seek to reduce the barriers to external economies as well as re-
ducing the barriers to the participating member states. The same must
hold for whatever is tried in East Asia. Any East Asian scheme for eco-
nomic cooperation, including the EAEC, which has been the victim of
so much deliberate misinformation, must be wedded to this idea of
open regionalism.

I have so far outlined what I mean by “cooperative peace” and “co-
operative mutual prosperity”. Let me clarify what I mean by “a true Pa-
cific community”.

I believe that the true Pacific community that has to be patiently
built must be robust, must be infused by friendship and a sense of com-
munity. It must be egalitarian and democratic. And it must be benefi-
cial to all the members of our Pacific family. It must be a community
that will endure, not a Pacific construct founded on a transient passion
or a temporary association of convenience that might be here today
and gone tomorrow.

We should understand, indeed welcome, the-enthusiasm of those
who have just discovered the Pacific. But the building of such a true Pa-
cific community is not a task to which we should come with wide-eyed
romanticism, idealism or impatience. There is little room for romanti-
cism and every reason for being realistic, for exploiting pragmatism to
its fullest potential. Our idealism must be without illusion. There is
need for a constructive impatience but an even greater need for sobri-
ety and the stamina of the long-distance runner.

We must be prepared for a journey of a thousand miles. Not be-
cause there is virtue in long journeys, but because the journey towards a
true Pacific community must of necessity be long. This is unfortunate.
But that is the way it is.
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Second, what we must build, I believe, is a relationship between us
based on a sense of community, “as within a family or a group of
friends”

A true Pacific community, a Pacific village or family or group of
friends will need to be founded on knowledge, familiarity, under-
standing, empathy, mutual regard and mutual respect.

Let us face the facts squarely. Many of us around this Pacific rim are
strangers, whose acquaintanceship with each other can be measured in
terms of months rather than years. Many of us hardly know each other,
are hardly familiar with each other. It can be no surprise that there are
enormous gaps in understanding. Indeed, in basic knowledge.

At present there appears to be a gross imbalance not only in knowl-
edge but also with regard to mutual respect. One is sometimes tempted
to think that thase who know least about others are the most likely to
tell them what they should be doing with regard to the running of their
present and the making of their future.

My advocacy of egalitarianism and democracy is not an attempt to
fly in the face of reality. In life, some will always be more equal than oth-
ers. Chile is not Canada. Canada is not China. Hongkong is not Japan.
And Japan is not the United States. Even within the family, we know
that there are older brothers and sisters. But the play of power and size
and leadership should take place within a roughly egalitarian frame-
work. Although the different shades of grey will be there, we all know
when something is definitely non-egalitarian and when hing is
clearly egalitarian. Whatever may have been the record of the past, in
the future, we cannot move forward, a true Pacific community cannot
be built, on the basis of h and imperial d

We are also deeply committed to the building of a Pacific commu-
nity that is democratic and consensual and that operates on the basis of
democratic and consensual principles. We all know how frustrating de-
mocracy can be. But it is the best form so far devised for the governance
of society. This is as true for the governance of a civilised community of
states as it is true for the goverance of a civilised community of citi-
zens.

We all know how infuriatingly difficult it is to get a consensus, espe-
cially when so many from so many different backgrounds, perspectives
and interests are involved. But what is the alternative? To pretend
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agreement when there is none? To go through the motions of adopting
the finest formulation of words, with no intent to see them through and
to honour them in the spirit as well as in the letter? To sign agreements
and tomount the most intense search for loopholes even before the ink
has dried? What is the al ive to building a c ity through
consensus! To bulldoze? To bludgeon? To bully? You can legislate for
some things. But you cannot legislate for a meeting of the minds, for a
feeling of sympathy and affection between friends and the bonds that
bind a family together. A true Pacific community can only be built
through the deepening and widening of cc over a large range of
shared ends and shared perceptions on the means.

Most obviously, it is extremely important for all who are involved
in the Pacific process of community building to feel that they are bene-
fiting, that they are getting something they would otherwise not get.

There are those who believe in historical inevitability—and the
historical inevitability of the Pacific as the future economic centre of
gravity of the world. I believe that things are inevitable only if we make
Ihcm SO.

Our Pacific Era will be stillborn if we quarrel and fight amongst
ourselves, if we divide the Pacific, if we create discriminatory trading
blocs, if we draw a line down the Pacific, if we are unwilling to extend to
each other the normal rules and regulations—like the Most Favoured
Nation (MFN) status—that are the norms between trading econo-
mies.

Iam sure you will also agree that a Pacific Era cannot be sustained if
we do not play fair, if we do not open more fully to each other, if we do
not further liberalise our economies.

I am sure you will also agree that a Pacific Era will not be fostered if
we do not fully engage all the dynamic possibilities of working together;
if we do not exploit all the synergistic opportunities afforded by the fact
that each of us have different strengths and comparative advantages.

Obviously, govemments have a major role to play. But I do not be-
lieve that in the foreseeable future governments have all that great a
role to play. The Almighty help us if we were to create the Pacific ana-
logue of the Eurocrats who have played such an interventionist role in
Europe.
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Totry tobuild a Pacific community along the lines of the European
Community would be extremely disruptive and damaging to the long-
term building of a Pacific community. The conditions are not there. It
would be disastrous.

Instead of a ton of legal d aphalanx of b y forc-
ing the pace of integrarion; instead of an artificially forced process, what
governments should do is merely establish the framework within which
people-to-people contact can flourish, the ambience and framework
within which entrepreneurs can go about their daily business of profit-
ing from Pacific dynamism, thereby building the relationships of invest-
ment, trade and cc hensive economic interdependence which are
the brick, the steel and the cement of our embryonic Pacific commu-
nity.

Let me end as [ began by stressing the importance and the role of
the private sector. The private sector is the most important builder.
Prosper from the Pacific. Prosper with the Pacific. Build the web of mu-
tual regard, interdependence and common interest that will withstand
the test of time. No more solid foundation can be found for the making
of a Pacific Era that hopefully will span and go beyond the 21st century.
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