| We.\enjoy an ed

09.JuL 1992

c

aQ

advantages when

competing with the
develoned. narticularlv in
the manufacturing indus-
try. It may happen that they
have the natural resources
needed as raw material. Or

EVELOPING coulr™~
D tries have very few

indu

Malaysia is one of 'm fastest
rialising countries in the
world and, given time, its per capita

income can catch up with that of the
developed countries. For that to
happen, Malaysians must ensure

they may have petroleum or — that  their ~ country en| %IS
h - . .

Do the oy e hver unhampered growth, writes DR

taee that thev_have is their MAHATHIR MOHAMAD.

low-cost labour. By and
large, the labour is un-
skilled. But for the produc-
tion of natural products
onlv minimal skills are
needed. )

For a very long time, the
only sources of weelth of the
developing countries are
the commodities which they

roduce with their low-cost
abour. But these two assets
that they have will never
enable them to catch up
with the developed coun-
tries. In fact, through the
manipulation of the market,
the developed countries are
able to obtain the commod-
ities at increasingly lower
prices. Yet the manufac-
tured goods produced with
these commodities keep on
increasing in price, year by
year. Thus, more and more
commodities have to be sold
for less and less manufac-
tured goods. )

What this means is that
the gap between the com-
modity-producing, develop-
ing countries and the devel-
oped. . industrialised
countries will get wider
with the years. )

There are other disadvan-
tages which handicap the
developing countries.  Gen-
erdly, they are not skilled
in_the modern science of ad-
ministering their countries.
Whether it be a dictatorship
or a liberad democracy, their
lack of administrative skills
invariably affects adversely
the infrastructures required
for economic stability and
Predlctablllty of their~coun-

y.

r
AdditionaII%, the low
earnings of the political
leaders” and administrators
make them easily compro-
mised. Without a competent
and clean Government, it is
|r2‘pos_sble for a country, de-
veloping or developed,, to
lan and implement policies
or economic growth’ and
welfare of their people and
to react to the vagaries of
the internal and external
economies  effectively.

On the other. hand, the
developed countries have
an abundance of skilled

managemént, technological
knowhow including pro-
duction techniques and cap-
ital. When they started on
industrialisation, their cost
of labour was aso low. In-

s in the early years of com

the ipdustrial reyolution
they even used child labour. g

They were also able to ex-

ploit the resources and the
cheap labour 1n their colo-

nies. )
For amost two centuries,

trialise. The early Japanese
products, though cheap,
were of such poor quality
that they posed no threat to
the products of the West.

But the Japanese were
etent administrators.
NC€ they mastered the
hnology, they were soon
able to compete successfully
in the market with western
products.

After the Japanese, the

the developed countries Koreans and the Taiwanese

were able to make rapid eco-

proved that mastery of west-

nomic progress unchal- ern technology is possible
lenged by the developing for anyone who really tries.
countries, which in most Given the opportunity, de-

cases, they ruled and domi-

veloping countries can in-

developed countries were able to
make rapid economic progress
unchallenged by the developing
countries, which 1n most cases, they
ruled and dominated.

nated. The gap between the
developed and the develop-
ing. widened tremendously
during this period.

Bv the time the develop-
ing -countries realised that
there is no hope for them to
catch up with the developed
countries unless they indus-
trialised, the social, eco-
nomic and political
strengths of the developed
countries were so advanced
that they can afford all
kinds of  disruptions with-
out substantially affecting
their lead relative to the de-
veloping countries. Thus,
they can withstand political
instability and industrial
unrest and still remain eco-
nomically strong and com-
petitive.

So sure were they that
developing countries out-
side of Europe and America
will not be able to master
their technology that they
were quite complacent
when Japan tried to indus

dustrialise and compete suc-
cessfully with the developed
countries.

At this stage, the devel-
oped countries decided to
obstruct the industrialisa-
tion process in the develop-
ing countries. It was too late
to-do anything about Japan,
And so they classified Ro-
rea, Taiwan, Hong Kong and
Singapore as Newly Indus-
trialising Countries (NICs).
They identified the compar-
ative advantages of these
countries as low-labour
cost, authoritarian Govern-
ments, low currency value,
and protection for local in-
dustries as well as domestic
markets. ) )

By stirring up industrial
unrest and demanding an
end to undemocratic rule,
they set the stage for eco-
nomic and political instabil-
ity. Pressure by the Group
of 7 industrial Countries and
the World Bank resulted in
the currencies of the NICs
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being revalued upwards.

More J)r%sure was applied
in order to open up their
domestic markets.

Immediatelv these NICs
became less competitive. In-
dustrial and political unrest
reduced productivity. High-
er wages paid in the reval-
ued currency increased the
unit cost of products. The
cost of living rose rapidly,
negating the higher income
received by the workers.

Having succeeded in ob-
structing the development
of the NICs, the rich devel-
oped countries are not (?omg
to wait until the other devel-
oping countries reach the
staee of the NICs. Thev rea
soned that it is easier and
more effective to act early
while these countries are
till very wesk.

As has been mentioned,
the two most important ad-
vantages the developin
countries have are natur
resources and |ow-labour
cost. The resources are
countered by scientifically
researched “substitute or
manipulation of the market.
Thus, tin as a packaging ma-
terial faced competition
from paper, glass, plastics,
aluminium and a number of
other materials. Through
threats and the actual use of
these materials, tin prices
were pushed down so low
that mines had to be closed.
Rubber had to compete with
synthetics against which it
lost out. The same happened
to other natural resources
on which the developing
countries depended in order
to achieve economic
growth.

Granted, the developed
countries may not be delib-
erately striving towards im-
poverishing the developin
countries when they look
for substitutes which were
either better or cheaper or
both. But the effect on the
developing countries was to
impoverish them.

‘Some developing coun-
tries like Malaysia decided
to industrialise in order to
reduce dependence on the
unreliable commodities.
Malaysia has to a certain
extent mastered the skills
required to administer the

country under the demo-
cratic system. It is, there-
fore. stable enough to en-
able the economy to grow
and to switch to industriali-
sation. )

But Malaysia, together
with other develoaina coun-
tries, lacks the know-how
and technology, industrial
management skills and cap-
ita. To overcome these dis-
advantages, Malaysia invit-
ed foreign capital
investments along with
their technology, manage-
ment skills and marketing
knowhow.

But for foreign invest-
ments to help Mdaysia de-
velop, the country must of-
fer certain comparative
advantages. Alodg with po-
litical stabilitv. tax and oth-
er incentives’ were offered.
In addition, Malaysia has
the usua lower cost labour
of developing countries.
~Unable to charge Malay-
sia with being authoritar-
ian, the d&eloped coun-
tries, particularly their
trade unions, set out to des-
tabilise industrial relations
in order to discourage for-
eign as wdl as local invest-
ments and _prevent _proaress
towards industrialisation.

Clearly if the advantage of
low-cost labour can be dimi-
nated, the developed coun-
tries will have al the advan-
tages. Conversely, without
the advantage of low-cost
labour, there'is no way for a
developlorclig country to be
more productive, that is, to
have lower unit cost in man-
ufacturing than a developed
countrx, )

Working through interna-
tiona labour organisations,
the leaders of the labour
unions in the rich developed
countries gained influence
over the leaders of unions in
developing countries. By in-
volving the principles of
free association and the
right of workers to form
trade unions and to take in-
dustrial action, the leaders
of the trade unions in the
rich developed countries
were able to lend legitimacy
and mora strength to their
objective of preventing the
developing countries from
competing with them

_They argued that compe-
tition ‘must be fair and the
developing countries were
not competing fairly be-
cause they do not pay their
workers fair wages. That
the developing countries
have to pay to the developed
countries Tor their technol-
ogy, management expertise
and cost of capita and are,
therefore, at a disadvantage
when competing with the
developed countries, are ig-
nored.
_ Are wages in the develop-
ing countries really low?
Wages or any kind of earn-
ings are only meaningful
when their purchasing pow-
er is taken into account. Ab-
solute sums of money are
uite meaningless if “what
the wage earner can buy
with them is less than what
wage earners in other coun-
tries can buy.
Thus. one ringgit is worth

WORKERS and trade unionists in

should stay and spend in
their own country. It is only
if the Malaysian goes to the
US that he will feel poor.
Conversely, the US execu-
tive traxelling to Mdaysia
will fed well-off.

A comparison of the cost
per day for a traveller in the
different countries as ana-
lysed by travel magazines

ows clearly that the cost
of living in Malaysia is
about a third of that In most
developed countries.

It is, therefore, wrong to
com?are the exchange val-
ue of the wages of a Malay-
sian worker or executive
with that of workers in_the
developed countries, The
cogt of living in Malaysia is
low. It is approximately one-
third that in developed
countries. )

If wages in Maaysia are
made the same as wages in
developed countries In ex-

developing countries should think
twice when their brothers from the
rich developed countries express
concern and sympathy for their lot.

two-fifths of US$1 or 40 US
cents since the exchange
rate is US$1 to M$2.50. But
in terms of purchasing pow-
er they are approximately
the same. US$1 will buy one
hamburger of the same size
as the one sold for M$1. The
same rétio is obtained when
other products, food and
housing are compared.

A worker in Malaysia
earning $500 a month can
live equally well as a worker
in the US earning US$500
per month. In actua fact, a
worker earning US$500 per
month in America is poorer
than a M S500 per month Ma-
laysian worker.

_Even for business execu-
tives earning_the same sda
ry as American executives
but in ringgit instead of the
US dollar, their purchasing
power is the same if they

change value, then the Ma-
laysian worker would be
more highly vaid than the
worker in the developed
countries in terms of pur-
chasing power. Unfortu-
nately, this will not be for
long.” Higher wages will lead
to inflation which will re-
duce the purchasing power
of the Malaysian worker. In
the end,, although wages
may be high, the purchasing
power will” remain the same
as before or may even be
lower.

But what is realy impor-
tant is that the comparative
advantage of low-cost la-
bour would be lost. At the
same time, the developing
country would still be with-
out indigenous capital, tech-
nqlog{y and management
kill. 1t will till have to pay
for al these by giving tax



and other incentives. lii oth-
er words, cost of production
in a developing country will
be higher than in developed
countries. The competitive
edge will belost.

. This means that develop.
ing countries will not be
able to catch up_ with the
developed countries. A de-
veloping country will al-
ways be a developing coun-
try” athough the workers
are paid thé same wages as
those in developed coun-
tries. Worse still. as there Is
no comparative ‘advantage,
there will be no foreignor
even local investments.

It will not be able to indys-

trialise. It will have to sub-
sst on the production of
commodities, which pro-
vides fewer employment op-
partunities.  Uneniployment
will characterise theiabour
scene. And the developed
countries will always be
richer and more_ powerful
than the developing coun-
tries. Thisisthe real objec-
tive of the developed coun-
tries and their workers and
unions. They know that by
forcing wagesto go up in the
develo?m(t]n countries, the
threat to their own liveli-
hood and lifestyle posed by
the 1ndust1:ialisaifion of
these countries will be re-
moved. )
_ Workers and, trade union-
istsin developing countries
should think twice when
their brothers from the rich
developed countries express
concern and sympathy for
their lot. When compelitors
suddenly become support-
ive, there is reason for suspi-
cion. As much as our goods
are competing with_ their
goods, warker's in develop-
mq countries are competing
with workers in the devel-
oped countries.

Malaysiais one of the fast-
est industrialising countries
in the world. Although the
per capita income is till
about one-eighth of the de-
veloped countries, its
growth, rate indicates that

iven time it can catch up.

ecause of this, alot of at-
tention is being paid to-
wards its perrformance.
There are many indications
that the developed coun-
tries will not allow unham-
pered growth for Malavsia

Certainly the frade
unions in the developed
countries are not going to

ermit yet another™ country
o thredten their jobs and
their comfortable [ifestyles.
Malaysians would be najve
to think that they are goin
to have an e.
Pays to be alert ‘and atten-
ive.

But workers must k> paid
what is SIcﬁi]uelélo them. 1 eir
wages should go up ifpro-
ductivity goesg up.p Tﬁenr
unions must protect them.
The Government too must
yrotect them. But at all
imes everyone must be
aware that when wolves of -
fer to escort Red Ridin
Hood, the little girl can en
in the stomach of the
wolves.

Our only advantage is our
low-cost 1abour and our low
cost of 1ivinf. If we lose it,
then we will be a perma-
nently poor developing
country.
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